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Royal Commission on Insurance. 


. FIRST DAY. 


The Commissioners met at the Court House, Ottawa, Monday, March 5th, 1906, for - 
the purpose of organization, the full Board and the Secretary being present. 

Notice was given that the first public meeting of the Corniasion would be held at 
Ottawa, March 7th, 1906, 10 a.m. 

(Proceedings stood adjourned accordingly.) 


SECOND DAY. 


Orrawa, March 7th, 1906. 
10 A.M. 
Judge MacTavish: Mr. Ross, will you please read the Commission? 
(Mr. Ross, the Secretary, then read the Royal Commission, as follows) :— 


COMMISSION. 
Pu, 6-1" GREY. 
CANADA. 


EDWARD THE SEVENTH, by the Grace of God, of the United Kingdom of Great Britain 
and Ireland and of the British Dominions beyond the Seas, Kine, Defender of the Faith, 
Kmperor of India. 

To all to whom these presents shall come, or whom the same may in any wise 
concern, Greeting. 

Wuernas in and by an Order of Our Governor-General in Council, bearing date the 
Twenty-eighth day of February, in the year of Our Lord one thousand nine hundred 
and six, provision has been made for an investigation by Our Commissioners therein 


and hereinafter named with respect to certain matters relating to or affecting the 


business of life insurance in Canada, as upon reference to the said Order in Council, 
a copy of which is hereto annexed, will more fully and at large appear. 

Now Know Yz that by and with the advice of Our Privy Council for Canada, We 
do by these presents nominate, constitute and appoint His Honour Duncan Byron 
MacTavisu, the Judge of the County Court of the County of Carleton, in the Province 
of Ontario, ‘Joun W. “LANGMUIR, of the City of Toronto, in the said Province of Ontario, 
Esquire, and Amprosu L. KENT, of the City. of Montreal, in the Province of Quebec, 
Accountant, to be Our Commissioners to conduct such enquiry. 

To Have, hold, exercise and enjoy the said office. place and trust unto the said 
Duncar Byron MacTavish, John W. Langmuir, and Ambrose L. Kent, together with 
the rights, powers, privileges and emoluments unto the said office, place and trust, of 
right ‘and. by law appertaining, during pleasure. 

Ano Wr Do hereby, under the authority of the Revised Statutes respecting Inquiries 
concerning Public Matters, confer upon Our said Commissioners the power of sum- 
moning before them any witnesses, and of requiring them to give evidence on oath, 
orally or in writing, or on solemn affirmation, if they are persons entitled to affirm in civil 
matters, and to produce such documents and things as Our said Commissioners shall 
deem requisite to the full investigation of the matters into which they are hereby 
appointed to examine. 

Anp We Do hereby require and direct Our said Commissioners to report to Our 
Governor-General in Council the result of their investigation, together with the evidence 
taken before them and any opinion they may see fit to express thereon. 

In Testimony Wuereor. We have caused these Our Letters to be made patent and 
the Great Seal of Canada to be hereunto affixed. 

Witness: ‘Our Richt Trusty and Right Well-beloved Cousin the Right Honourable 
Sir Atpert Henry Georce, Earl Grey, Viscount Howick, Baron Grey of Howick, in 
the County of Northumberland, in the Peerage of the United Kingdom, and a Bar onet : 
Knight Grand Cross of Our Most Distinguished Order of Saint Michael and Saint 
George, etc., etc., Governor-General of Canada. At Our Government House, in Our 
City of Ottawa, ‘this twenty-eighth day of February, in the year of Our Lord one 
thousand nine hundred and six, ‘and in the sixth year of Our Reign. 


By Command, 
JOSEPH POPE, 
Under Secretary of State. 
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ORDER IN COUNCIL. 


EXTRACT FROM A REPORT OF THE COMMITTEE OF THE PRIVY COUNCIL, 
APPROVED BY THE GOVERNOR-GENERAL ON THE 28rax FEBRUARY, 1906. 


On a Report, dated 26th February, 1906, from the Minister of Finance, submitting 
that in view of the wide-spread interest at present manifested throughout the country 
in matters relating to life insurance, and while the Superintendent of Insurance and 
his officials have conducted a careful investigation, the results of which will in due 
course appear in reports to be laid before Parliament, it seems desirable that in addition 
to this usual official examination there should be a more general inquiry of a public 
character, at which the fullest opportunity can be afforded for an inquiry into all 
matters relating to this very important subject. 


The Minister further submits that he deems it desirable that such inquiry should 
be undertaken immediately by a Commission of competent persons, so that its results 
may be communicated to Parliament during the ensuing session, for*the assistance of 
Parliament in any legislation which may be found necessary in amendment of the 
insurance laws. 


The Minister therefore recommends that a Commission be issued under the pro- 
visions of Chapter 114 of the Revised Statutes of Canada, intituled ‘‘An Act respecting 
Inquiries concerning Public Matters,’’ appointing commissioners for the following 
purposes : 


1. To inquire into, 


(a) The general subject of life insurance and life insurance systems in Canada; 


(b) The operations of the various companies chartered by the Parliament of Canada, 
or by any Province, and licensed under The Insurance Act, transacting Life Insurance 
in Canada, including expenses of management, investment of funds and other -allied 
questions. : 

2. To make the like inquiry, as far as deemed recessary, into the operations of 
companies other than those chartered by the Dominion or a Province, transacting in 
Ganada the business of Life Insurance. 


3. To inquire into the operation of the laws of the Parliament of Canada relating 
to and governing the business of Life Insurance, both as regards Canadian companies 
and companies other than Canadian, and to consider and report upon any amendments 
thereto that may be deemed necessary. 


4. That the Commissioners so appointed to have power to employ expert assist- 
ance, to summon before them witnesses and require them to give evidence on oath, 
orally or in writing, or on solemn affirmation, if they are persons entitled to affirm in 
civil matters, and to produce such documents and things as such Commissioners deem 
requisite to the full investigation of the matters hereinbefore referred to, and generally 
to exercise all the powers conferred by the said Act. 


The Minister further recommends that the following gentlemen be appointed Com- 
missioners for the purposes aforesaid, namely :— 


His Honour Judge D. B. MacTavish, of the City of Ottawa, John W. Langmuir, 
of the City of Toronto, and Ambrose L. Kent, of the City of Montreal; and that Henry 
T. Ross, barrister, of Bridgewater, Nova Scotia, be appointed Secretary to the said 
Commission. 


The Committee submit the same for approval. 


(Sd.) JOHN J. McGEE, 


Clerk of the Privy Council. 
la | 
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Judge MacTavish: The Secretary has read the terms of the Commission directing 
this inquiry, which, with the Order in Council already published, discloses the very 
wide scope of the investigation now proposed to be held. It must be apparent to every 
one that there is an absence of any restriction or limitation to the scope of the inquiry, 
nor is there anything omitted therefrom that can at this stage, at all events, be sug- 
eested or anticipated. 


I desire to state on behalf of the Commissioners that they appreciate the importance 
of the matters submitted to them and thg very great responsibility involved in the 
proper discharge of the duties they have undertaken. 


The inquiry is perhaps unique and exceptional in this regard, that I am not aware 
of any other inquiry directed by His Excellency in Council in recent years wherein go 
large a proportion of the citizens of the country have a direct and a personal interest. 


The Commissioners have deemed it expedient that Counsel be retained on behalf of 
the Crown to aid in the investigation, and arrangements have been made by which the 
services of Counsel will be available. We will be glad to have the assistance of Counsel 
on behalf of any interest affected or likely to be affected by the investigation. We not 
only desire, but we welcome the assistance of all persons interested in the prosecution 
of the inquiry. 


Mr. Henry T. Ross, of the Nova Scotia bar, has been appointed Secretary to the 
Commission. He has undertaken the duties of that position. He has secured an office 
in the City of Ottawa, where he will be ready to receive all communications and corre- 
spondence which anyone may think desirable to send to the Commissioners. Any indi- 
vidual, corporation or company having any claim, complaint or charge which it is 
desired to investigate may lay the same before him by addressing a communication to 
the Secretary at Ottawa, and it will receive our best consideration and will be inquired 
into. Anyone desiring to communicate with him will facilitate the proceedings by doing 
so at once. | 


We would like to bring to the notice of all parties concerned that it is our desire 
to expedite the proceedings and to determine the matters submitted to us without 
unnecessary delay, always having in view, however, the necessity for a thorough and 
exhaustive investigation. No consideration must be permitted to restrict or impede 
the fullest possible inquiry. 


We therefore take this opportunity to announce that on Wednesday, the fourteenth 
day of March instant, at the hour of 11 o’clock in the forenoon, at the Imperial Build- . 
ing, No. 188 Queen street, Ottawa, we will sit for the purpose of proceeding with the 
inquiry. 


It seems to us that our first duty will be to inquire into the operation of the laws 
of the Parliament of Canada, relating to the business of Life Insurance generally, and 
how the provisions of such laws have been observed, and with that object in view we 
will first procure all possible information from the Insurance Branch of the Depart- 
ment of Finance. 


We propose holding our sittings in Ottawa until it is made to appear to us that 
the public interest requires us to sit elsewhere, in which case we will choose such place 
as may be deemed necessary, of which due notice will be given, regard being had to 
the convenience of the parties concerned. 


(Proceedings stand adjourned until Wednesday, the 14th day of March, 11 a.m., 
at the Imperal Building, No. 1388 Queen street, Ottawa. 
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THIRD DAY a 
Ottawa, March 14th, 1906. 

Before His Honor Judge MacTavish, 
Mr. J. W. Langmuir, and Mr. A. L. 
Kent, Commissioners. 

Mr. Henry T. Ross, Secretary. 

His Honor Judge MacTavish (Chair- 
man.) Will counsel present be kind 
enough to inform the Commissioners 
what interests are represented here, and 
by whom? 

Mr. George F. Shepley, K. C. I have 
to say, Mr. Chairman, that I appear 
prosecuting the enquiry with my learned 
friend, Mr. W. N. Tilley. 

Mr. I. F. Hellmuth, K.C. I appear, 
Mr. Chairman, with my learned friend, 
Mr. Geary; appointed by the Govern- 
ment of the Province of Ontario, to rep- 
resent the policyholders of that Prov- 
ince upon this enquiry. 

Mr. LeBeuf, K.C. I appear for the 
Province of Quebec, appointed by the 
Government of that Province. 

Mr. Nesbitt, K. C. I appear with Mr. 
Leighton McCarthy for the Canada Life 
and for the Confederation Life. 

Mr. R. C. Smith, K. C. I appear for 
the Sun Life Insurance Company. 


The Chairman: Would the gentlemen 
appearing for parties interested in the 
investigation, first those interested in 
prosecuting the enquiry—(and perhaps 
you are all interested in that way—Mr. 
Shepley, Mr. Hellmuth and Mr. LeBeuf, 
indicate to the Commisison their own 
views as to how the enquiry should be 
prosecuted, with a view of having the 
interests of every person brought before 
the Commission, without ‘confusion at 
all, and to expedite the enquiry, due re- 
gard being had to its thoroughness and 
efficiency? 

Mr. Shepley: I have had the opportun- 
ity of perusing the notice issued by the 
Commission, and I rather gather from 
the terms of the notice that the inten- 
tion has been that so long as the en- 
quiry is prosecuted satisfactorily, with 
the interests that are represented here, 
that counsel retained by the Dominion 
shall remain in control of the investiga- 
tion. My suggestion—(and I do not 
make it at all as an ultimatum, because 
I should like to hear what the other 
counsel think about it)—is, that until 
some question should arise, if any ever 
should arise, upon which there may be 
a difference of opinion as to the propri- 
ety of enquiring into any matter, that 
the learned counsel who appear for the 
different interests, the policyholders in 
the two Provinces, should communicate 
with counsel conducting the enquiry up- 


6 EDWARD VII., A. 1906 
Opening Proceedings 


on any subjects or matters which seem 
to them expedient to be enquired into. 
Should a difference of opinion arise, no 
doubt the Commission will deal with that 
when it arises. I should myself, rather 
anticipate that no such difficulty will 
arise. I make this suggestion largely 
in the interests of what seems to me to 
be the convenient and expeditious meth- 
od of conducting the enquiry. I should 
like, however, to hear what the counsel 
have to say, because I am not at all 
bound to that, if another course seems 
more expedient. 


Mr. Hellmuth: JI should have thought, 
Mr. Chairman, that while the conduct of 
this Commission, so far as the legal 
aspect is concerned, would properly rest 
with my learned friends representing 
the Dominion, who have the conduct 
of the inquiry, that if they were to call 
any witness or prosecute any inquiry, 
that when they had completed their in- 
vestigation in reference to a particular 
subject matter,.should anything suggest 
itself, either to the counsel represent- 
ing the Province of Ontario or the Pro- 
vince of Quebec, that they might be al- 
lowed to ask such reasonable questions, 
not at interminable length, of course, to 
further elucidate any such matter, It 
seems to me it would practically be im- 
possible at the conclusion of the examin- 
ation of any witness for counsel to have 
to put any questions that might sug- 
gest themselves to them through the 
medium of other counsel. It may be 
entirely unnecessary, and no doubt will 
be on many branches, to attempt to 
supplement or to go further into the 
matter than may be done by the coun: 
sel for the Dominion, but I think per: 
haps it is a matter that might be left 
more or less open until one sees how 
far the necessity might arise for any 
further investigation in regard to any 
particular matter after the counsel for 
the Dominion have finished their in- 
quiries with the witness. 


Mr. Lebeuf : My instructions are not 
to interfere with the conduct of the 
case by the learned counsel represent- 
ing the Dominion Government. JI un- 
derstand that I am here to follow the 
proceedings, and to see if we can be of 
any help to our friends, or perhaps to 
make suggestions. We will see by-and- 
bye, as we proceed, what role we can 
play in the examination, but at pre- 
sent I do not think we are to take the 
lead. 


The Chairman: I understand your 
position. 
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Mr. Nesbitt : All that I desire to draw 
to the attention of the Commission is 
that the Canada Life, the company I 
represent, seems to have occupied the 
principal part of the stage so far in the 
newspapers inquiry which has been pro- 
ceeding, and we would ask an early in- 
quiry, and perhaps the Commission 
would consider that it was due to us 
to grant us the first inquiry. 


The Chairman: Is there any reason 
which you can suggest why you should 
have any preference over any other com- 
pany ? 

Mr. Nesbitt : None other than that I 
suppose we have occupied a more in- 
vidious position, being more in the 
glare of the footlights, than any other 
company at present. It is the oldest 
company in Canada. We desire an in- 
quiry at as early a date as possible. 


Mr. Smith: I do not come prepared 
‘to make any suggestions whatever as 
to the method or time of the examin- 
ation, but it has occurred to me, particu- 
larly with reference to the company that 
[ represent, that, while the investigation 
may, for the time being, be confined to 
the conduct of the affairs of one par- 
ticular company, it is very difficult to 
dissociate the interests of every large 
company with the inquiry as it proceeds. 
The object of the inquiry no doubt will 
be that some steps in some shape or 
form shall be taken to direct and con- 
trol the business of insurance in the 
country. Any-inquiry that may possi- 
bly tend to any change in the law will 
naturally be of vital interest to every 
large company, and, in fact, to every 
company in the Dominion ; consequent- 
ly my only suggestion will be that coun- 
sel representing the various companies, 
‘as occasion shall arise, and in the dis- 
cretion of the board, shall be allowed 
such latitude as the circumstances or 
the particular subject of inquiry may 
arise. 


The Chairman: When any question 
does arise respecting the conduct of the 
inquiry on which there is a difference 
of opinion, then we will have to settle 
it. I think that there is no neces- 
Sity for making any special ruling 
just at present. Mr. Shepley has 
the conduct of the inquiry. He is re- 
sponsible for its conduct, He repre- 
sents the public generally, and we must 
not lose sight of this feature ; that this 
is not in any sense a prosecution. It 
is an inquiry, an investigation, which 
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must be, under the conduct of 
some particular counsel. But if any 
important question arises which it is 
thought expedient should be inquired in- 
to in the interests of any particular class 
represented here, which has not been 
dealt with in the first instance, we, as 
Commissioners, should, see that that 
inquiry is prosecuted until the de- 
sired information is obtained. It does 
not strike me at present to be a mat- 
ter of very great consequence whether it 
is done through Mr. Shepley or by coun- 
sel specially retained to look after the 
interests of a particular class, always 
bearing in mind that we desire to con- 
duct the investigation with expedition, 
we do not want to lose any time, 
and in order to do that, we must 
see that in the conduct of the pro- 
ceedings there is as little confusion 
as possible. As suggested by Mr. 
Hellmuth, when any question arises in 
the way suggested, we will deal with 
it. In the meantime the inquiry is now 
open. The Commission suggested, with- 
out consultation with Mr. Shepley at all 
however—because there was no oppor- 
tunity at the time for doing so—that 
the inquiry might be directed to the in- 
surance branch of the Finance Depart- 
ment in the first instance. 

Mr. Shepley: Accepting the sugges- 
tion made as to the immediate subject 
of inquiry, we have prepared ourselves 
to examine the Superintendent of Insur- 


-ance, Mr. Fitzgerald, who is here, and 


I request the board to permit Mr. Til- 
ley to examine Mr. Fitzgerald. 

The Chairman: Very well. Mr. Til- 
ley may examine him. 


William Fitzgerald, sworn. Examined 
by Mr. Tilley : 

Q.—What is your position? A,—Su- 
perintendent of Insurance. 

Q.—And how long have you occupied 
that position? A,—Since the lst of De- 
cember, 1885, 

Q—Your branch is under what de- 
partment? A.—It is under the Minister 
of Finance. 

Q.—And during the whole of your con- 
nection with that branch, have you been 
superintendent? ‘A.—I have, yes, 

Q.—You have never occupied any other 
position? A.—No. Well, I should prob- 
ably explain that in addition to my dut- 
ies as Superintendent of Insurance I am 
also Assistant Deputy Minister of Fi- 
nance, I have done a portion of the 
work which belongs to the Deputy Mia- 
ister of the Department, 
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Q.—That is outside of the strictly in- 
furance? A.—Yes. 

Q.—What staff have you in the in- 
surance branch of it? A,—Well, it is a 
very small staff in realty. I have two 
actuaries, two trained actuaries. 

Q.—What are their names? A,—A, K. 
Blackadar; be was in the office when I 
joined it. 

And who else? A.—And M, G. Grant 
—Milton Grant is the second actuary. 

Q.—How long has Mr. Grant been in 
the Department? A,—I do not remem- 
ber the date exactly. 

Q—About? A.—It is about seven 
years, six or seven years. 

: Q.—And Mr. Blackadar was there be- 
fore your time? A.—Yes, he was there 
before my time. 

Q.—Are you an actuary <A.—I am 
not a trained actuary, no, 

Q.—And other than Mr. Blackadar 
and Mr, Grant, there are no trained act- 
uaries in the Department? A.—No. 

Q.—Other than these two actuaries, 
what assistants have you? A.—There is 
Mr. O’Reilly, Mr, Crosby, Mr, Evans, 
who is a typewriter—principally type- 
writer and stenographer—and one who 
joined us about a fortnight ago. 

Q.—What is the name of that gentle- 
man? A,—Mr. Watson. 


Q.—Then there is the stenographer 
who does strictly stenographic work? 
A.—Yes, and typewriting—nothing else. 

Q.—And there are two other men in 
the Department besides Mr. Watson and 
these two actuaries? A.—Yes. 


Q.—yYour staff would be five to do 
the work of the Department other than 
the clerical work? A.—yYes, five, J 
have been wondering if I have forgotten 
any. No, that is all, 

Q.—That is five besides yourself? A. 
—Yes, 


@.—In a general way, what do you 
look after, and what do you delegate 
to the two actuaries? A.—The portion 
of the work which I look after myself 
first, of course—and a very considerable 
duty it is—is during the session to look 
after all insurance bills, all charters. 
That I may say keeps me during the 
whole of the session, or at all events 
until all the insurance bills are finished. 
and I may say that in addition to the 
insurance bills, the financial bills, be- 
cause I have had, as Assistant Deputy 
Minister, to take, or have taken, charge 
of the financials bills as well. 


Q.—All bills then that might relate 
either to the insurance strictly or to the 
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Finance Department in any way you 
have taken charge of? A,—Yes, 

Q.—Then that occupies you consider- 
ably during the session? A.—Well, it 
takes very nearly the whole of my 
time. Of course I find time to keep 
up the correspondence. 

Q.—Does the correspondence all pass 
through you, or does the actuary sign 
his own letters and transmit them, or 
do you keep a general supervision over 
all letters? A.—Supervision over all let- 
ters, There are, of course, from time to 
time several letters which are signed by 
the actuaries, A company writes di- 
rectly to the actuary, to Mr. Blackadar, 
for information upon some subject with 
which he is familiar, and Mr. Blackadar 
will sign the letter himself. 

Q.—That is what I was wanting 10 
know, whether there would be corre- 
spondence between companies and Mr. 
Blackadar or Mr, Grant that would not 
pass under your supervision or come to 
your knowledge? ‘A.—Well, scarcely 
anything of that kind, particularly while 
I am in the office or while I am in the 
city, 

Q.—It follows from what you say, I 
suppose, that you are in the City of 
Ottawa all the time during the session 
of the House? A.—During the session 
of the House, or until the financial 
bills are through. 

Q.—It sometimes happens you would 
be through before the House rises ? 
A.—Yes. 

Q.—Then outside of that work which 
you have told us about, what other work 
do you give your personal attention to? 
A.—Well, in the examinations— 

Q.—Of what? A.—The  examin- 
ations of the companies. 

@.—Under the Insurance Act? A.— 
Under the Insurance Act we are re- 
quired to make an examination annual- 
ly of every licensed company. 

Q.—We will probably follow that up 
more in detail later, but you give per- 
sonal attention to it ? A.—Personal at- 
tention to that branch. 


Q.—What else do you do, or does that 
pretty well cover your personal duties 
and work? A.—I believe that that 
nearly covered everything that I found 
time to do. 


Q.—That would keep one man busy? 
A.—It would. 


Q.—Then do Mr. Grant and Mr. 
Blackadar do similar work, or has one 
charge of part of the work? A— 
Well, a further portion of the inspec- 
tions ; in fact, for some years past now, 
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the. greater portion of the inspections 
has been done by Mr. Blackadar ; that 
is the accounting part, of it. 

Q.—The checking of the annual state- 
ments? A.—The checking of the an- 
nual statements—I mean to say the ac- 
counts—not so much the securities as 
the accounts. 

Q.—I rather gather, then, that you 
look after the checking of the secur- 
ities, and Mr. Blackadar looks after the 
verifications of the statements? A.— 
The verification of the accounts; of 
course it has become necessary at times 
that Mr. Blackadar should also to a 
certain extent go into an examination 
of a portion of the securities. 


Q.—In a general way? A—In a 
general way at first, as I have statied. 

Q.—It is divided in a way, as you 
have said? A—Yes. Then you were 
about to ask me about the further 
duties of Mr. Blackadar ? 

Q.— Yes, A.—Of course under the 
Statute we are required to value the 
policies of every life company once in 
five years. That valuation is overlook- 
ed by the two actuaries, by Mr. Black- 
adar and Mr. Grant. 

Q.—Looked over, you mean? A.— 
Well, perhaps it would have been better 
to say that. I make the correction. 

Q.—Then the two actuaries have to 
check this valuation of policies which 
takes place every five years? A.— 
Once every five years. 

Q.—-And both of them are engaged in 
that work? A.—Well. of course they 
get a certain amount of assistance, too, 
from Mr. Crosby and Mr. O’Reilly. 

Q.—A certain amount of that would 
be strictly clerical? A.—Yes, but with 
regard to that, now, I should explain 
that while an examination is made every 
five years, there is no year in which 
there are not quite a number of valu- 
ations made. You see we have a very 
large number of companies, and we have 
to split them up into sections. 

Q.—We will get more detail of the 
working of that when we come to that 
part of the Act. All I am asking now 
is just the general duties, I will just 
try to get some general information 
about the way the Department is con- 
ducted generally ? A.—Yes, 

Q.—The valuation of the policies is, I 
suppose, for the computation of the Re- 
serve that must be carried by the com- 
panies? A.—Yes, 
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Q.—Other than that, what other 
duties does Blackadar perform? A.— 
Preparing the copy for the printer after 
the statements are corrected. You see 
the form of the blue book that goes out 
every year; preparing for the printer 
the copy from which the books are 
printed. 

Q.—That is getting the annual state- 
ment of the different companies correct- 
ly set out in the blue book for the year? 
A.—Set out for the printer, yes. 

Q.—What else does Mr. Blackadar do 


personally in a general way? A.—You 
mean exclusively ? 
Q.—Yes, what falls to him? .A.—Be- 


cause everyone of the staff has turned 
in and helped at everything else, 

Q.—We can understand that, but in 
the general conduct of your office, what 
is he looked upon as doing from time to 
time, or expected to do? A.—Well, I 
do not know that I can explain it more 
definitely than I have. 

Q.—That generally covers it? A.— 
Yes. 

Q.—Are Mr. Grant’s duties the same 
as Mr. Blackadar’s, and, if not, in what 
respect do they differ? A.—Well, there 
is no difference, except as to this—that 
Mr. Blackadar is the senior ; Mr. Grant 
will take his instruction from Mr. Black- 
adar in all matters. Up to the present 
there have been only one or two oceca- 
sions when Mr. Grant has been asked to 
assist in an inspection ; that is for the 
purpose of initiating him, and getting 
him into the way of doing it. He has 
assisted on two or three occasions, 

Q.—Then is the work of the other 
clerks in the Department that you have 
spoken of, clerical work under direction 
from either yourself or the actuaries? 


A.—Yes, precisely. 

Q.—There would be no way of 
fixing their duties any better than 
that, I suppose? A.—WNo. 


Q.—Then there is no general iaw, gen- 
eral act, as I understand it, under which 
companies apply for incorporation from 
the Dominion, similar, you might say, 
to the Companies Act, under which they 
apply for power to carry on merchan- 
dise business? A.—No, the business of 
insurance is one of those that is exclud- 
ed from the Companies Act. Railways, 
insurance and banking are the three sub- 
jects that are excluded. 


Q.—And there is no special act to pro- 
vide for the incorporation of insurance 
companies? A.—No Dominion Act. 
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Q.—Then to ascertain the companies 
that are incorporated by the Dominion 
Government, one must take all the spe- 
cial acts that have been passed from 
time to time? A.—That is it. 

(.—Could you, then, give me a list of 
all companies that are incorporated by 
the Dominion Government and would 
fall within the Order-in-Council that has 
been issued authorizing this investiga- 
tion by reference to your blue book on 
otherwise? A.—Yes, there is no diffi- 
culty in taking the blue book and going 
over it. 

(.—Just take the list and have that 
recorded? 

Mr. Shepley: I think it would be just 
as well to spread it on the record. A.— 
I understand you to mean those incor- 
porated which are doing business; be- 
eause a larger number have been incor- 
porated and are not doing business. 

Mr. Tilley: Q.—Yes, just the ones in- 
corporated and doing business—incorpo- 
tated by the Dominion? 

The Chairman: What report have you 
there? A.—This is an old report and I 
had better get a later one. I have a 
later one here. 

Q.—What is the date of that? A.— 
This is a report of the business of 
1904: at page 149 appears the Canada 
Life. I might explain that this com- 
pany is a company incorporated in 
1847, under an act of the old Province 
of Canada. 

Mr. Tilley: Q—Which company is 
that? A—The Canada Life, the first 
one that I have mentioned, but since 
Confederation a number of amendments 
have been made to its charter by the 
Dominion Parliament. 

Mr. Shepley: Q.—Can you do it more 
quickly from the list of companies at 
page 142? A—Yes, possibly I might be 
able to. 

The Chairman: Q.—I think you have 
one pave of companies there? Yes 

Mr. Tilley: Q.—That is semi-annual 
returns? A.—Yes. 

The Chairman: Q.—Is it in alphabeti- 
eal order? A.—Yes. The next is the 
Confederation Life. The Continental 
Life is incorporated by the Province of 
Ontario, but it holds a Dominion license. 
The Crown Life is incorporated by the 
Dominion. The Dominion Life is incor- 
porated by the Dominion. The Excel- 
sior Life holds a Dominion license, but is 
incorporated by the Province of Ontario. 
The Federal Life originally had q Pro- 
vincial charter, but a few years ago ob- 
tained a Federal charter. The “Great 
West Life is incorporated by the Domin- 
ion; the Home Life by the Dominion; 
the Imperial Life by the Dominion; the 
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London Life was originally a Provincial 
company incorporated by the Province 
of Ontario, but now holds a Dominion 
charter.» The Manufacturers’ Life incor- 
porated by the Dominion. The Mutual 
Life of Canada, originally incorporated 
by the Province of Ontario, but now 
holds a Dominion charter. The Na- 
tional Life incorporated by the Domin- 
ion; the North American Life, the 
Northern Life, the Royal Victoria Life, 
the Sovereign Life, the Sun Life, also 
incorporated by an act of the old Proy- 
ince of Canada; the Union Life Assur- 
ance Company, the Subsidiary High 
Court of the Ancient Order of Foresters; 
that is the lot. 

Q.—All those companies that you have 
mentioned are obliged under: the Insur- 
ance Act to send in annual statements? 
A.—Yes. 

Q.—Then are there any other 'compa- 
nies incorporated by the Dominion or 
otherwise, with licenses in the Dominion. 
that are not within the act, and do not 
send in annual statements—any Frater- 
nal Societies? A.—Oh, well, those are 
not in this particular list; so I have not 
mentioned them. 


Q.—Can you refer to them? A.—Yes, 
T ean tell you them. There is the 
Woodmen of the World. the Independent: 
Order of Foresters, the Commercial 
Travellers Association, incorporated by 
the Province of Ontario, but holds a 
Dominion license. Those are the only 
ones. 


Q.—You said they held a Dominion li- 
cense? A.—Yes. 

Q.—Not a Dominion charter? A.—No. 

The Chairman: Q.—Provincial charter 
but. Deminion license? A.—yYes. 

Mr. Tilley: 0—They have no special 
act of the Dominion? A. No. 

Q.—Have you now given us the names 
of all the companies carrying on busi- 
ness m the Dominion that would fall 
within the Order-in-Council appointing 
this investigation? A—I think I have 
done so; that is assuming that this list 
before me is correct; if it is incorrect— 


Q.—There would not be much likeli- 
hood of that, I suppose? A.—No 
searcely. 


Q.—The way the clause reads is “The 
various companies chartered by the Par- 
liament of Canada or by any Province. 
and licensed under the Insurance Act, 
transacting life insurance in Canada.” 
Have you given us the names of all the 
companies? A.—I find there is one I 
have omitted, looking at a_ subsidiary 
list; the Grand Council of the Catholic 
Mutual Benefit Association, incorporated 
bythe Dominion. 


INSURANCE. 9 


SESSIONAL PAPER No. 66 
3rd day, March 14, 1906. 


The Chairman: Q.—TIs it a fraternal 
society ? A.—It is in one sense a frater- 
nal institution, but doing business upon 
what is known as the assessment plan. 

Mr. Tilley: Q—You have now given 
us all the companies that would fall 
within this Order-in-Council? A.—Yegs. 

Q.—And all the companies you have 
mentioned to fall within the Order-in- 
Council? A.—According to my construc- 
tion of the Order-in-Council they do. 

Q.—The result of having separate acts 
of incorporation would be that there 
would be separate provisions and sepa- 
rate powers for each company; there is 
no uniformity. A.—No, the powers are 
somewhat different in almost all the 
companies, 

Q.—The powers are different in all the 
companies; the acts are not drawn up 
on any one model? A.—No. We find you 
cannot keep a solicitor down to a model 
when he draws an act. 

Q.—Then why I mentioned that was, 
that I wanted to ask you whether, un- 
der the special acts incorporating 
companies, or amendments, there is any 
obligation on my company to send in 
returns to your Department or supply 
you with any information that is not 
set out in the Insurance Act? A.— 
Nothing. 

Q.—That applies to all companies 
whether they come under the Act or 
not ; there is none of them obliged to 
send in returns or any copy of their 
proceedings in any way? <A.—Well, 
now, possibly there may be an excep- 
tion to that. I think the Independent 
Order of Foresters is required by a spe- 
cial clause in their Act to send us their 
by-laws. 

Q.—To send you their by-laws? A.— 
I think there is such a clause. I think 
there is also a similar clause in the 
Woodmen of the World, and possibly 
there may be in the C.M.B.A. 


Q.—We will be able to check that 
now, but other than those companies 
you have mentioned there is no obliga- 
tion on any company to send you in a 
return, except as covered by the Insur- 
ance Act? A.—Except as covered by 
the Insurance Act. 

Q.—These returns that you have 
spoken of that are not under the Insur- 
ance Act, have you any way of checking 
or do you cheek in any way whether 
these returns and by-laws which you 
have spoken of are sent to you? A.— 
Oh, they are. I think there is no doubt 
about it. I might explain that if they 
did not send them in so that we might 
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see any changes in their by-laws, we 
have no means of ascertaining it. 


Q.—Is there any way in which you 
can check whether they do or not? A. 
—I do not know that there is any way. 


Q.—One other question on that line: 
is there any act or amending act relat- 
ing to any company that authorizes you 
to make any inspection, except the in- 
spection’ referred to in the Insurance 
Act? A.—None whatever. 


Q.—So that with regard to the in- 
spection of companies all your duties 
as to receiving and fyling returns is 
covered by the Insurance Act? A.— 
Covered by the Insurance Act, 

Q.—Taking up the Insurance Act, I see 
by clause 4 that all companies are re- 
quired to take out a license, unless they 
are specially excepted by reason of 
some other clause in the Act; that is, 
by reason of being a fraternal society. 
Have you ever had any difficulty in that 
regard as to companies carrying on or 
attempting to carry on business with- 
out a license? A.—Oh, there are con- 
stantly companies endeavoring to do a 
business within the Dominion without a 
license, There are Provincial com- 
panies that are not licensed under the 
Dominion Act that carry on from time 
to time—or issue policies—in the other 
Provinces of the Dominion. 

Q.—If they do any insurance business 
outside of the Province that creates 
them, they should apply to you for li- 
cense? A.—I am so advised, that that 
is necessary. 


Q.—What means have you of aser- 
taining to what extent that is attempt- 
ed to be done? Just from hearsay ? 
A.—Only that. Some of the other 
companies occasionally complain that a 
certain company is doing business out- 
side of its own Province and without a 
license. 


Q.—And when you receive such a 
complaint what steps do you take ? Do 
you make it your business to inquire ? 
A.—Beyond notifying the company, or 
making some representation to them, 
there is nothing done. I think the Do- 
minion has all along declined to prose- 
cute in cases of that kind, leaving it 
rather to the persons who are interest- 
ed to prosecute the offenders. It is 
considered that the licensed companies 
there may very well be expected to 
kep the illegal companies out of these 
territory ; that is the view that, at all 
events, has been taken. 
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Q.—That view has always prevailed in 
your Department? A.—So far as I 
know. 

Q.—Ever since you have been there? 
A.—Yes. 

Q.—Can you say now whether any 
companies are carrying on business im- 
properly? A.—I am told, for instance, 
that the Toronto Life Insurance Com- 
pany, which recently had some connec- 
tion with the York Loan, is doing busi- 
ness in the Province of Quebec. I am 
told so. 


Q.—And any other cases? A,—Oh, I 
do not remember just at the moment 
any other case. 

Q.—Is it a section, then, that seems 
to be violated to any extent? <A— 
Well, as far as my opinion goes it is 
not largely violated to any very great 
extent. Other companies than life in- 
surance companies have been violating 
the provision more than the life com- 
panies have. 

Q.—But we are only concerned with 
the life companies? A.—Yes. 

Q.—You are referring to fire insur- 
ance companies and marine and loan 
companies ? A.—Well, rather accident 
and companies of that kind. 

Q.—At any rate, what you have said 
applies to the companies this inquiry 
touches ? A.—Possibly I might 
be allowed to say just here 
that the Provinces, at all events, 
some of them, claim that they 
have a right to license a company from 
another Province to do business. For 
instance, I think the Province of Nova 
Scotia claims that they have a right to 
issue a license to an Ontario company 
to come there and do business, 

Q.—Ohat is to say, that some of the 
Provinces claim that so long as the com- 
pany is authorized to do business by 
each Province it does business in, that 
that is no concern . of the Dominion? 
AV es, i 

Q.—Lhat they have that right? A.— 
Yes.. 

Q.—That is the view they take of it? 
Pe Va eit 

{.—It just occurs to me that I do. 
not know that I asked you what for- 
eign companies incorporated are licensed 
here—did you give me that? A.—I did 
not give you that, 

().—Could you give me a list of them? 
A.—Yes. You asked me the question 
“incorporated here”—the list I gave 
you was only Canadian companies, 

Mr, Shepley: It is on the same page, 
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142, is it not? A.—Yes, ‘The first com- 
pany, the Aetna Lite, the Commercial 
Union, 

Q—Can you say that all the com- 
panies, except those you have already 
specified— A.—Well, it would not be cor- 
rect to say that. 

Mr. ‘Tiley: Read the names? A,—I 
have given you the Aetna Life, the Uom- 
mercial Union— 


Q.—Could you say where each one is 
incorporated from memory as you give 
them? So far as you can you will do 
so? A.—The Aetna Life is incorporated 
by the State of Connecticut. The Com- 
mercial Life is an English company, The 
Connecticut Mutual Life, which is men- 
tioned in this list, retired from doing 
active business in 1878. Prior to that it 
had done some business in Canada, and 
a number of policies are still in force. 

Q.—Not taking new business here 
now? A.—No. The Edinburgh Life 
is a Scotch company, and it is one of 
the retired companies. There is the 
Equitable Life, incorporated by the State 
of New York; the Germania Life, in- 
corporated also by the State of New 
York; the Life Association, of Scotland, 
as its name indicates, is a Scotch com- 
pany, also retired; the Liverpool, Lon- 
don & Globe is an English company; the 
London & Lancashire an English com- 
pany; the London Insurance an English 
company; the Metropolitan Life, incor- 
porated in the State of New York; the 
Mutual Life of New York, incorporated 
in New York; the Mutual Reserve, in- 
corporated by the State of New York; 
the New York Life, incorporated by the 
State of New York; North British and 
Mercantile is an English company. 

Mr, Shepley: Q.—You omitted the Na- 
tional Life? A.—Yes, I suppose I did 
omit that; that is one of the retired 
companies. J have forgotten where that 
company is incorporated, I think it is 
Washington, 

Q.—It has practically ceased business 
here? A.—Yes, very few policies in 
torce. North British and Mercantile, an 
English company, the Norwich Union, 
English company; Pelican and British 
Empire, English company; Phoenix Mut- 
ual Life, head office in Hartford, Con- 
necticut, and it is one of the retired 
companies; Provident Savings Life, in- 
corporated by the State of New York; 
Royal Insurance Company, an English 
company; the Scottish Amicable Life As- 
sociation is also one of the retired com- 
panies, a Scotch company; the Scotch 
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Provident in the same way, a retired 
company, retired in 1878; the Standard 
Life, an English company; the Star Life, 
an English Company; the State Life In- 
surance Company is an American com- 
pany, Indiana; the ‘Travellers’ is ap 
American company, incorporated by the 
State of Connecticut; the Union Mutual 
Life, head office Portland, State of 
Maine; the United States Life is an 
American Company, with head office in 
the State of New York, incorporated in 
the State of New York, 

Q.—Then that completes the list now? 
A.—That completes the list, 

Q.—I notice that under section 6a 
that a license shall not be granted to a 
company to carry on the business of 
life insurance in combination with any 
other branch of insurance? A.—Yes. 

Q.—Is that section uniformly observ- 
ed? A,—Since it became law, yes. 

(.—When did it become law? A,—I 
think in 1894. It was then put in the 
Statute, but for some years prior to 
that there was an Order in Council to 
the same effect. 

Q.—Since the Order in Council was 
passed some years before 1894 that rule 
was observed? A.—That has been ob- 
served, yes, 


Q.—Are there any companies carrying 
on business of life insurance that are 
engaged in any other lines of insurance 
at the present time? A.—There are 
a few. 

Q.—What companies? A.—I can give 
you the names of them here in a mo- 
ment, which were licensed many years 
ago. 


Q.—Prior to the amendment to the 
Act or prior to the Order in Council? 
A,—Prior to the amendment to the Act. 
There is the Commercial Union, princi- 
pal business is fire insurance; Liverpool 
London & Globe, its principal business 
is also fire insurance; North British and 
Mercantile, principal business is fire in- 
surance; the Royal Insurance, principal 
business is also fire insurance. A couple 
of years ago the Royal commenced act- 
ively to canvass for life business, but 
have done but a very small amount of 
it. It is still correct to say their prin- 
cipal business is fire .insurance. ‘The 
Travellers is doing accident as well as 
life insurance, 


Q.—Did you mention the London & 
Lancashire? A.—The London & Lan- 
cashire Life—there are two companies. 
There is a London & Lancashire Fire and 
London & Lancashire Life, The one men- 
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tioned is the London & Lancashire Life 
—it is life business only, 

Q—You did mention the Liverpool, 
London & Globe? A.—Yes, and the 
last one mentioned is the Travellers, 
which does life and accident business. 


Q.—Are all these companies, foreign 
companies, licensed here? A.—AIl that 
I have given are licensed. , 

Q.—But they all get their incorpora- 
tion outside the Dominion? A,—Outside 
the Dominion, 

Q.—I understand from you that there 
is no company incorporated by the Do- 
minion, whether before that Order in 
Council or since, that carries on any 
business but life insurance? A.—No, 
there is none now. At one time the Sun 
did accident business, and it is barely 
possible they may have accident risks 
yet on their books, What I mean to 
say is they issued at one time a joint 
policy, and I am not sure that the whole 
of those have gone off their books. 

Mr. Shepley: Q—They are not 
writing any new business? A,—No, 

Mr. Tilley: Q.—The system has dis- 
continued ? A.—Yes. 

Q.—With that exception, which existed 
at the time, there has been no Canadian 
company authorized to carry on any 
business along with life insurance busi- 
ness ? A.—Not now; there was. 

Q.—And all those companies you have 
mentioned procured the license here be- 
fore the Order in Council was passed ? 
A.—Those that were doing more than 
one kind of business. 

Q.—Has there ever been any question 
as to the right of these companies to 
continue in that way carrying on other 
business with life insurance since the 
Act was passed ? A.—No question can 
arise because in the Act which made the 
amendment it continued their right to 
that. 

Q.—It continued their right to carry 
on business in the way they had _ been 
doing ? A.—Yes. | 

Q.—There is a provision in section 
6b as to companies having a wider field 
under their charter than companies Mm- 
corporated elsewhere than in Canada. 
Is that provision of the Act uniformly 
observed ? A.—It is. 

Q.—There are no exceptions to that 2? 
A —There have been no exceptions made 
since that became law. : 

Q.—Then sections 7 and 8 deal with 
the security that the different compan- 
ies must deposit with the Dominion Gov- 
ment ? A.—Yes. Section 7 refers to fire 
companies, 
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Q.—No. “Every company carrying on 
the business of life insurance, and every 
Canadian company carrying on the busi- 
ness of fire, etc,, shall, before the issue 
of such license, deposit such securities 
as are hereinafter mentioned to the 
sum of $50,000” ? A.—yYes. 


Q.—That clause as to deposit is uni- 
formly observed and insisted upon? 
A.—Yes. 

Q.—You are authorized there to take 
Securities at certain value, not exceed- 
ing par value ? A.—Certain Government 
securities that are named in the Act. 


Q.—But other securities may be al- 
lowed by the Treasury Board ? A.—May 
he allowed by the Treasury Board, 
yes. 

Q.—Has there been anything in the 
way of a general decision by the Trea- 
sury Board as to what securities would 
be accepted ? A.—Well, there has never 
been a decision determining what will 
not be accepted; what the Board deter- 
mines from time to time is that 9 cer- 
tain security will be accepted, and the 
rate at which it will be accepted. I 
think, perhaps, there are one or two 
decisions as to certain securities which 
will not be accepted. One, for instance, 
is as to bank stock; that is mentioned. 

Q.—That is refused ? A.—That is re- 
fused; that will not be accepted. 

@.—Is there any other you can men- 
tion just in the same way as the bank 
stock ? A.—Railway securities, unless 
they are guaranteed by the Government, 
foreign municipal securities. will not be 
accepted. JI think these three, as I re- 
member now, are the only three. 

Q.—Any Provincial or Dominion muni- 
cipal securities would be accepted, I sup- 
pose ? A.—Oh, yes. 

Q.—You are required under the Act 
to value these securities, are you? A.— 
Well, in what way do you mean ? 

Q.—You are to place a value on them? 
A.—For the purpose of deposit. 

Q.—Yes ? Oh. yes. Unless the value 
of the security is known to us at the 
time they come in, we invariably insist 
upon getting a statement made as to 
its value. — : 

Q.—From whom ? A.—Generally from 
the person who deposits them; that will 
show the purchase price. 

Q.—That is to say, you rather assume 
that the purchase price is a fair stand- 
ard of value, unless there is some rea- 
son for thinking to the contrary ? A.— 
Unless it has gone down. 

Q.—Then under the Act if the value 
of securities decreases, you require the 
companies to supplement their deposit ? 
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A—yYes, there is a provision in the 
statute to that effect. 

Q.—Is that provision of the Act ever 
used ? A.—Well, I do not at present re- 
member any case in which it has been. 
Well, it does come up, you know, almost 
every year in this way; all the foreign 
companies, all the companies other than 
Canadian, are required from time to 
time to increase their deposits suffi- 
ciently to cover their liabilities in Can- 
ada; of course these securities are gone 
over every year, when we make a fur- 
ther demand, and if any have gone down 
in the meantime in value, those already 
on deposit, then a sufficient sum is call- 
ed for to cover the depreciation, along 
with the additional amount. 

Q.—That applies to foreign companies? 
A.—AIl foreign corporations. 

Q.—Under what section ? A—I think 
you will find that in section 8. 

Q.—Yes, it is in section 8. Is the 
method of valuing securities deposited 
by these foreign corporations the same 
as the methods that you employ where 
a deposit is being made by a company 
to obtain a license ? 

A.—Oh, in precisely the same way. 

Q.—And are the foreign corporations 
limited to the securities of which you 
approve in the same way? A.—En- 
tirely. All go before the Treasury 
Board for approval. 

Q.—Do you insist on the same class 
of security in each case? A.—Entire- 
ly, so far as the deposits are concern- 
ed. 


Q.—Are these securities that you take 
in all cases listed or not? Are they 
securities upon which you can ascer- 
tain whether there is a market value, 
and, if so, what the market value is by 
any public report ? A.—Well, now take 
municipal securities—and a large por- 
tion of the securities we have on de-, 
posit are municipal securities—what we 
ascertain there, when a security of that 
kind is about to be deposited, is what 
it cost, the cost value, and that is furn- 
ished by the company, and usually cer- 
tified to by the broker from whom it 
has been purchased. Then, of course, 
for the purpose of being entirely secur- 
ed, a margin of five per cent. is al- 
lowed—that is to say, a security which 
is quoted at par is accepted as a de- 
posit at 95, one of these municipal se- 
curities. 

Q.—Then you require, as I understand, 
that the price at which the security was 
acquired by the company to be disclosed 
to you? A.—yYes, to verify that. 
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Q.—By the certificate of the broker 
who acted? A.—Yes. 


Q.—Then I suppose in the very na- 
ture of things it is sometimes impossible 
to get verification in that way, is it 
not? They are not always bought from 
brokers? A.—No, but in cases of that 
kind we have usually found this ; there 
is scarcely any description of security 
that. we have not now on deposit from 
some other company. If we are not 
able to get it at the particular time, we 
have had it recently from another com- 
pany, and sc know its value. I would 
imagine there would be scarcely a case 
in which we do not get an accurate 
value of the security at the time it is 
deposited. 


Q.—-Am I to understand that these 
securities’ changed frequently, that the 
securities a campany may deposit with 
you change frequently? A—No—vwell, 
let me understand what you mean by 
change? 


Q.—Do they take a security out and 
substitute another frequently? A.— 
Not very frequently. Still, of course, 
that is done occasionally. When we 
have on deposit a particular security, 
and the company gets a good offer for 
it, a very advantageous offer for it, they 
apply to the Treasury Board for per- 
mission to withdraw that security and 
to substitute something else. 


Q.—And you say that from these se- 
curities going in and out of your office 
that you keep a fairly accurate idea of 
the value of each one of them? <A.— 
Yes, scarcely any of the securities we 
do not do so. 

Q.—Supposing a security were pur- 
chased at a price higher than par, and 
with the five per cent. off would still be 
over par, at what price do you take it? 
A.—Under the regulation of the Treas- 
ury Board we deduct the five per cent.; 
say it was 1.10, that would bring it 
105; usually, if it is insisted upon by 
the company, that is the estimate of 
the value under the strict regunlation as 
we have it, but as a rule they do not 
ever ask for it. 

Q.—They do not ask it? A.—Very 
rarely. They would give it to us at 95 
instead of 105. 


Q.—Section 8, the last clause of the 
section, says: “And the value of such 
articles shall be estimated at their mar- 
ket value, not exceeding par at the time 
when they are so deposited” ? A.—You 
were speaking of a different kind of se- 
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curity, Those are Government secur- 
ities—those that are mentioned special- 
ly in the Act. It does not refer to 
those that are accepted by the Treas- 
ury Board. 


Q.—“All such deposits may be made 
by any company in securities of the Do- 
minion of Canada, or in securities is: 
sued by any of the Provinces of Can: 
ada, and by any company incorporated 
in the United Kingdom, in securities of 
the United Kingdom and by any company 
incorporated in the United States, in 
securities of the United States, and the 
value of such securities shall be esti- 
mated at their market value, not ex- 
ceeding par, at the time when they are 
s0 deposited.” Do you say that a dif- 
ferent rule than that is applied to the 
securities which are accepted by the 
Treasury Board and not mentioned in 
that section? A.—Yes, lower down you 
will find it will be accepted. 


Q.—“If any securities other than 
those mentioned are offered as deposits 
they may be accepted at such valuation 
and on such conditions as the Treasury 
Board directs.” So that under that 
subsection the Treasury Board does di- 
rect that some of the securities be tak- 
en over par? _ A.—No, the regulation 
governs that. That was a slip I made 
there. In no case under the regulation 
are they taken over par. 


Q.—Is there a copy of the regulation 
in the blue book? A.—Well, I have it 
here. May I just read it? “The 


board on the report of the Superinten- 
dent of Insurance directs as follows: 
That Canadian municipal securities, 
Montreal harbor bonds, Canadian Pacific 
land grant bonds, United States secur- 
ities and loan companies debentures, 
where such securities are in all respects 
acceptable to the ‘Treasury Board, be 
hereafter accepted at 95 per cent. of 
their market value at the time of de- 
posit, such accepted value in no case, 
however, to exceed par.” i 


The Chairman: Q.—Last year’s re- 
page? A—Roman numerals page 39. 

Mr. Tilley: Q—What year are you 
reading from? A.—1905. It is issued 
in 1905, the 1904 report. 


The Chairman: Q.—Last year’s re- 
port? A.—Yes. 


Mr. Tilley: Q.—So that the same 
practice is consistently followed with re-* 
spect to securities authorized by the 
Treasury Board as in the case of secur- 
ities specially mentioned in the Act, that 
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they shall not be accepted over par? 
A.—Yes, that is right. 

Q.—And there is the condition with 
respect to the Treasury Board regula- 
tion that there shall be 95 per cent. of 
their value instead of at their market 
value? A.—Yes. 

Q.—Then subsection 3 of that section 
8 is the one that refers to the decline 
of the securities and what is to be done 
in consequence upon a decline? A— 
Yes. ' 

Q.—What means, if any, did you 
adopt in your Department to see 
whether there is any decline in these 
securities? Is there any system adopt- 
ed? A.—Well, there is no uniform 
rule. We have them in mind right 
along and from time to time see whether 
securities are declining and watch them. 

Q.—It it any person’s duty to check 
over the list of securities at any time 
of the year, or times of the year, for 
that purpose? A,—Well, it has not 
been the practice to assign that duty to 
any particular one. 

Q.—Then you would have, of course, a 
great many securities in the Depart- 
ment—what might they amount to? A. 
—There were on the 30th June, 1905, se- 
curities amounting to $37,213,212, 

The Chairman: What page is that? 
A.—Page 36 of the same report, Roman 
numerals. © 

Mr, Tilley: Q—And those securities 
are the securities deposited by the for- 
eign corporations and also those securi- 
ties deposited to obtain a license? A.— 
Yes, by the Canadian companies. 

Q.—And they are all of the character 
that you have spoken of with respect 
to deposits to obtain a license? A.— 
Yes. 

Q.—And you say there is no system 
at any rate that is in force in the de- 
partment whereby these are periodically 
checked over as to value, to ascertain 
whether there has been any deprecia- 
tion? A,—No, | cannot claim that there 
is any, 

Q.—Can you say whether there has 
been any call upon companies to sup- 
plement the securities deposited with 
you on any occasion when the com- 
pany itself has not initiated the mat- 
ter? A—You mean in consequence of 
a fall 

Q.—In consequence of the Department 
coming to the conclusion that there 
probably has been a depreciation in se- 
curities. Has the department ever acted 
of its own motion to require the securi- 
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ties to be— A,—Except in the way I 
have mentioned. In going over the se- 
ceurities of the companies deposited, it 
is fairly well known whether any securi- 
ties in that list have depreciated, and 
if so, then the amount of depreciation 
is asked for at the same time the addi- 
tional deposit is asked for, but I can- 
not call to mind now any case in which, 
in a foreign company, the securities have 
depreciated, or where it was found neces- 
sary to call for an additional deposit. 

Q.—Has there been any case that you 
can speak of now where there has been 
additional security brought in by the 
company, apart from the furnishing of 
new security by a company for new 
business? A.—You mean a voluntary 
deposit, not required by the Depart- 
ment because of the depreciations. 

Q.—Where the company itself has not 
been the mover in bringing in addition- 
al securities? A.—I do not remember 
at the moment whether there is any 
such ease. It certainly has not been 
frequent, 

Q.—At any rate, sometimes, when the 
company itself is bringing in additional 
security, the Department finds out that 
some of the securities already there 
have depreciated and required some- 
thing extra for that? A.—Yes, 

Q.—But the Department, so far as 
you can speak of now, has never found 
that out on any occasion, except when 
the company has been the mover? A.— 
Well, I do not assent to that proposi- 
tion either, entirely, because, while I do 
not remember a case, I do not say that. 
there is not. 

Q.—Probably you will turn that over 
in your mind, and if you can think of 
a case we would be glad to have the 
information about it? A,—yYes. 

Q.—Then in subjections 4 and 5 there 
is provision for companies giving or de- 
positing additional security—more secur- 
ity than they are required to deposit; 
that is the fact, is it not? A.—There 
Js such a clause, 

@.—Do any companies avail them- 
selves of that privilege? A.—Oh, occa- 
sionally, but very rarely; they did some 
years ago. 

Q.—Is there any company that at 
the present time is in that position? 
A.—Well, [ can probably tell you that. 
(Witness refers to blue book.) There 
are several that have a small amount 
over the required sum. Of course in 
the case of the Canadian companies the 
requirement for a license is $50,000, life 
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insurance, I find the Canada Life has 
$57,950, the Dominion Life $53,641, the 
Federal Life $/1,752, the Great West 
Life $53,200, the Home Life $57,913, the 
Imperial Life $225,290. That appears to 
be the largest one, 

(.—At what page are you reading 
from? A.—I.am reading now from pages 
134 and 135 of the same report, Roman 
numerals. 

Q.—What circumstances would exist 
that would make it beneficial to these 
companies to pay in more than the Gov- 
ernment required? A.—They have an 
idea, whether it igs true or not, that 
it helps them to have a large Govern- 
ment deposit, ‘he canvassing agents 
throughout the country are able to say 
“Here, we have so much money with the 
Government for the security of policy- 
holders,” I do not know whether it 
helps them or not, but that is one rea- 
son assigned for their desire to place a 
larger sum on deposit. 

()—That provision in the Act is a 
provision enabling the companies for 
their own purposes to deposit further 
securities with the Government? A.— 
Yes. 

(.—So that they might as well have 
the securities with you, if they propose) 
to have the securities, as in their own 
vault? A.—A good deal safer. 

(Q.—We were speaking about the de- 
posit required by Canadian companies, 
and the payment made by foreign com- 
panies being in the same securities, the 
same class of securities, What section 
is it that requires the foreign companies 
to give that class of security? Have 
you the Act there? A,—No, I have not 
the Act, but there is no particular 
clause in the Act. The only clause in 
the Act relating to security are the 
clauses that you have referred to there. 

Q.—Point out the clauses in the Act 
that relate to the obligation of foreign 
companies with respect to the deposits 
with the Government you have spoken 
of? A,—Of the particular securities? 

Q.—Yes? A.—There is nothing ex- 
cept in clause 8, sub-sections 1 and 2, 
that relates to the nature of the secur- 
ity. | 

Q.—Clause 8, subsection 1 and 2 refer 
only to the nature of the securities in 
case of deposit to get the license? A.— 
Yes, 

Q.—What clause is it that requires 
foreign companies to give you this ad- 
ditional security? A.—I will see if I 
can find it here, 

Q.—Is it section 10? A,—yYes. 


Fitzgerald Ex’d 


Q.—Under section 19 there is nothing, 
except that they must obtain the ap- 
proval of the Minister? A.—They pass 
before the Treasury Board as a matter 
of practice. 


Q.—So that the practice of the Tres- 
ury Board is what governs them en- 
tirely? ‘A.—Yes, 


_Q.—And the practice has been to in- 
sist upon the same class of security 
from foreign companies to answer the 
policyholders in Canada, as they require 
from companies asking for a license in 
the case of their deposit ? A—Yes, ’ 


Q.—Then under section 8, sub-section 
5, there is power in the Treasury Board 
te authorize the company to withdraw 
from the Government moneys that they 
have deposited in excess of the deposit 
required under the Act? A.—Yes, 


Q.—What considerations come into 
play when an application is made by a 
company to withdraw part of their over- 
payment ? A.—The reason usually urged 
is that the liabilities of the companies 
in the Dominion have diminished. Of 
course, if it is a Canadian company, 
where the amount of deposit is fixed 
and remains unalterable—that is to say, 
$50,000—it is recognized that they have 
a right at any time to withdraw the ex- 
cess over that amount: that is all the 
Act requires, 

Q.—I understand that so long as a 
company keeps the deposit, or the se- 
curity that is required under sections 
S and 10, for deposit by home compan- 
les, and for security by the foreign com- 
panies, that if there is an excess there, 
they are allowed to take it away on 
simply establishing that it is an excess ? 
A.—Yes, but in the case of foreign com- 
panies they are required to establish 
something more than that, it is a bare 
excess, because we know very well that 
the liabilities of the foreign companies 
are constantly increasing if it is doing 
an active business, and I would never 
permit them to draw down to the last 
dollar; they must keep a considerable 
margin. 

Q.—By reason of that being a fluc- 
tuating amount, the Government al- 
ways insists on keeping on the safe 
side? A.—Yes. 

Q.—And not paying out and taking 
in just according to the fluctuation. but 
where it is a deposit merely by a Can- 
adian company-incorporated in Canada, 
you say the companies sometimes re- 
garded it as an advantage to pay in a 
substantial sum over the deposit by 
way of advertising the security that 
policyholders have. Then is it the 
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practice of the Department to let them 
take that away at any time? A.— 
Well, we very much dislike to do it, as 
the companies very well know. When 
they apply for anything, if possible I do 
not give it to them as a rule, but re- 
quire them to substitute something else. 
If they want particular securities they 
are asked to deposit some securities in 
the place of them, and the principle I 
have acted upon in this matter is that if 
it is an advantage to them, they have 
the advantage of it; if they have pro- 
cured business on the strength of a 
large deposit, they should make good 
all the time and keep it there. 


Q.—If a company has a Jarge deposit 
with you, do you ever require any evi- 
dence from them as to whether they 
have been advertising that fact, that 
the deposit is with you? A.—No, I do 
not know that I have ever made any 
inquiry. Of course, I always assume 
that they do. 


Q-:—Have you at any time ever gone 
so far as to refuse to pay out to the 
company the excess over the $50,000, or 
is it merely urging on your part not to 
do it? A.—There was a time when it 
was absolutely refused, but a change 
was made in the law, an alteration~ | 

Q.—What charge are you referring 
to? A—I think I can refer to it in 
almost a moment. Subsection 5 of sec- 
‘tion 8 was added at a later date; that 
was not in the original Act. 

Q.—‘Tf at any time it appears thata 
company has on deposit with the Gov- 
ernment a sum in excess of the amount 
required under the provisions of this 
Act, the Treasury Board, upon being 
satisfied that the interest of the com- 
pany’s Canadian policyholders will not 
be prejudiced thereby, and upon giving 
such notice, and the exercise of such 
other precautions as may seem expedi- 
ent, authorize the withdrawal of the 
amount of such excess, or such portion 
thereof as may be deemed advisable, 
provided such withdrawal may be au- 
thorized without the giving of any no- 
tice.” When was that subsequent 
date? <A.—I am not perfectly certain, 
but I believe it was added in 1894. 

Q.—Were the companies thereby en- 
abled to get the money repaid to them 
more readily than before, or less read- 
ily? A.—Prior to that time they could 
not get it at all. 

Q.—So this subsection was an enabling 
section for the benefit of the insurance 
companies? A.—Yes. 

Q.—That section seems to be fairly 
broad ; it need only be paid out when 
the Treasury Board is satisfied that the 


6 EDWARD VII., A. 1906 
Fitzgerald Ex’d 


interests of the Canadian policyholders 
will not be prejudiced thereby, and no- 
tice may be given, and the exercise of 
other precautions taken. Now, when an 
application is made has notice ever been 
given, and if so, notice to whom? A.— 
There has never been a case in which 
notice was given. The cases that have 
arisen have always been cases where a 
very substantial margin was still left. 

Q.—Over the $50,000? A.—Over the 
actual amount. 

Q.—Do I understand that all that the 
Department takes care to prevent is 
that the $50,000 shall not be diminish- 


ed? If it is over $50,000, is that all 
the care that is taken? A.—When I 
gave my answer to that last question I 
had in my mind rather foreign com- 
panies where it is important they 
should keep sufficient in Canada to 
cover all their liabilities. 


Q.—Then let us consider the Can- 
adian companies and their deposit of 
$50,000 for the present. A company 
pays in $200,000 or $300,000 where $50,- 
000 is required under the Act, and then 
the company makes application to you 
to repay to it a portion or all of the 
excess ; that has taken place? A.—It 
has occurrred. 


Q.—In a large amount such as $100,- 
000 or $200,000? A.—No, I do not 
think sa. 

Q.—What is the largest amount that 
you now remember has been returned to 
a company ? A—Well, I would 
scarcely like to speak from memory. 
Say a company having a large deposit, 
as the Imperial here has, three or four 
times as much, I do not think there 
would be any hesitation to pay that 
company if it really urged it the addi- 
tional $25,000. They have a deposit of 
$225,000 ; I would not have any hesita- 
tion in surrendering the additional $25,- 
000. They would still have four times 
as much as they are required to have. 


Q.—Supposing they asked for $150,- 
000 out of that? A.—I do not think 
I would have any alternative but to let 
them have it. _ I would do it very re- 
luctantly. 


Q.—Has any such amount ever been 
asked? A.—I think not. T think I 
a quite safe in saying there has not 
been. 


Q.—Has a company ever increased its 
deposit in the aggregate by over $100,- 
000 and subsequently got it back, either 
in one payment or several payments ? 
A—I think I am quite safe in saying 
no. 
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Q.—And you cannot give me any idea 
now to what extent they have paid in 
and got back under this section? A. 
—No, I canont tell you. If it is really 
necessary, I can have a statement pre 
' pared from the records. 

Mr. Shepley : I think we should have 
that statement. 

Mr. Tilley : Q.—Probably it would be 
well to have the statement prepared. 
In the meantime what construction have 
‘you placed on the clause in the Act 
which says that the Treasury Board 
must be satisfied that the interest of 
the company’s Canadian policyholders 
will not be prejudiced thereby. What 
interpretation have you put upon that 
clause, and what have you done in con- 
sequence of it being there? A.—Well, 
as a rule the practice thas just been 
this: when any applications are pre 
sented, a report is made by me upot 
the application, stating my reasons for 
or against it. 

Q.—What would be the nature of 
those reasons? A.—If there is a very 
large margin, and it is not required for 
security at all— 


Q.—May it not be required if the De- 
partment know the company is adver- 
tising that deposit with the Govern- 
ment, may it not be required in order 
to bear out the advertisement? A.— 
Well, that is an argument I put before 
the applicants, but it is not insisted up- 
on. 

Q.—It is waived, is it? A—It has 
never been insisted upon. I can state 
frankly—and I think every company 
will bear me out in it—that it is with 
the greatest reluctance that I ever gave 
up a dollar. I think they will bear me 
out in that. 

Q.—I gather from what you 
have said that the provisions 
that are put in that section to enable 
the Treasury Board to deal with the 
matter on the basis of fully protecting 
the policyholders have never been really 
insisted upon in the case of an applica- 
tion for a return of money, except to 
gee that the $50,000 is kept there? A. 
—That is in the case of Canadian com- 
panies you are now speaking? . 

Q.—That that clause has only been 
used to protect the $50,000, and that no 
broader principle has been laid down as 
to insisting on the representations of 
the company being carried out and ob- 
served by maintaining the depositing 
that they are representing they have? 
A.—No, that has never been insisted 
upon. 

Q.—Under section 10 there is a pro- 
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vision that “If it appears from the ar 
nual statements, or from the examina- 
tion, as provided for by this Act, of the 
affairs and conditions of any company 
carrying on the business of life insur- 
ance, that its liability to policyholders 
in Canada, including matured claims 
and the full reserve of reinsurance value 
for outstanding policies as hereinafter 
described, after deducting any claim the 
company has against such policies, ex- 
ceed 108 assevs mm Uanada, including the 
Aeposits in the hands of the Minister, 
the company shall be called upon to 
make good the deficiency, and on its 
failure to do so within sixty days he 
shall withdraw the license.” That is a 
elause that probably in the natural or- 
der might better follow the clause about 
your inspection and duties, because it 
is the result upon your ascertaining that 
on an inspection the company has not 
maintained its assets up to its liabili- 
ties? A.—Well. that is one way in 
which it is ascertained. The other, anda 
the more frequent way, is by the re- 
turn of the company itself the moment 
we get it in, The statement itself will 
snow the assets are not sufficient tv 
cover the liabilities. and the demand is 
at once made for the necessary amount, 


Q.—Without going into the nature of 
the examination and the returns—be- 
cause they will probably come up better 
in the clauses that deal with those mat- 
ters—has there ever been any with- 
drawal of the license under this sub- 
section? A.—Not in the case of a life 
company. 

Q.—The provision there is that a de- 
mand shall be made, and sixty days al- 
lowed to satisfy the demand, In the 
ease of life companies, have demands 
been made from time to time? A.— 
Regularly every iyear, and I have per- 
haps 20 or 25 or 30 of them ready to 
come out now 


Q.—Have you any sort of summary, 
or could you compile any sort of state- 
ment that would indicate the amount 
called from year to year and from what 
companies? A.—Yes, it is some little 
trouble, but I can get it done. I have 
a record of it. 

Q.—That is something which per- 
hans we should have, Having made 
these demands, is this 60-day limit al- 
ways strictly observed? A.—Pretty 
closely; occasionally it happens it is a 
few days over, for one reason and an- 
other a little delay occurs; then, of 
course, they get the few days’ additional 
latitude; that is to say, no action is 
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taken, and then it comes in in ‘due 
time. 


Q—Do you in the letter that you 
send to the companies ot the notice that 
you send to the companies specify the 
amount that you require them to add? 
A.—I do. 


Q.—And is that amount always sup- 
plied, or is there negotiations regarding 
that amount? A,—As a rule it is sup- 
plied without question, but occasionally 
there is some objection to the amount 
being so large, and on very rare occa- 
sions we have been compelled to reduce 
it We find we have really asked a lit- 
tle more than the Statute demands; in 


fact, as a rule, I like to ask for a lit- 
tle more. 


Q.—You like to add on a little more? 
' A.—Yes, because I like to have more 
than the Statute really requires, and 1 
do that upon this principle: the state- 
ment comes in as of the 3lst December; 
we do not get that statement for two 
months; we get it on the lst March: 
two months have elapsed; sixty days is 
allowed; so that practically from the 
date of the statement to the time we 
may expect the deposit four months 
have elapsed, and in the meantime the 
liabilities are going on. I endeavor to 
cover that four months, But in the 
event of the company objecting and say- 
ing they will not give it, I have not 
ne means of compelling it: 
ier 72 pelling it; we have 
Q.—Where the company takes the 
stand that you have asked too much 
and that they will not comply with the 
extra amount demanded, then you have 
to waive the demand to that extent? 
A.—Yes, and T would like to see that 
covered when the Insurance Act js 


amended, so that they 
to put it up. y would be obliged 


i Q—Why do you want it covered? 
Hg Donn of the delay that may take 
place before it is sumy d' ; 
peer upplemented? A.— 
i Q.—So that you think a company that 
i failed to show proper assets at thr 
ne of its annual statement should be 
compelled to go a little further than 
the other companies when it comes to 
supplement that? A—No, it should be 
ye a oe ca of every company—well 

obably do not und 
era) understand your 

Q.—Under the Act, as I understand, 
all companies are required to snow a 
sufficiency of assets as far as you are 
concerned, merely on a certain day o} 
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the year, that being the 31st Decei- 
ber? A—Yes. 

Q,—The last day of the year? A ree 
Yes. on ‘ 

Q.—And except for some provision In 
the Act allowing you to make an addi- 
tional inspection, which we will refer to 
later, your practice is not to see to a 
guffilgiency of assets any other day ot 
the year? A.—We have no means of 
getting at it any other way. . 

Q—We will come to that, but you 
only look to a sufficiency of assets on 
the 3lst December each year? A.—Yes. 

Q.—You say now a company’ that 
makes some default in showing its as- 
sets should, when you do require them 
to, give additional assets, increases what 
they would have had to give on the 31st 
December, because two or three months 
would have elapsed—A.—Four months 
have gone, and the liabilities are  in- 
creased, 

Q.—But other companies that gave 
their returns promptly, and showed 
proper assets on that date, are not ob- 
liged to show additional assets four 
months hence? A.—There is nothing to 
indicate there that anything further 
will be required. It does not show that 
they are going up at all. 

Q.—What you think is that it would 
be an amount that you fixed in your 
discretion that should be demanded of 
these companies, rather than a mathe- 
matical ealeulation of the amount as of 
the date when they should have shown 
assets: Ta Aba aG right? A.—No, 
What I mean is this: We can 
ascertain precisely what it should 
be up ,to the 31st’ December. 
Now, it appears that the company’s lia- 
bilities are going up. increasing, from 
the 3lst December for four months, that 
Y think I ought to be permitted to es- 
timate the increased liability during the 
four months and ask the company to 
cover it; that is what I think. 

Q.—Would that not put the company 
in a little different position from other 
companies? A.—No, if you treat them 
all alike it would not. . 
_Q.—Take two companies; one of them 
shows exact assets over their liabilities, 
and the other shows a shrinkage of $50,- — 
000 in assets over liabilities. Now, 
then, in the second company, according 
to your plan, you might say “There will 
be additional liabilities for the next 
three months; 1 will make this com- 
pany pay in $75,000.” Are you not us- 
ing that company a little unfairly a» 
compared with the other, merely because 
it was short on the particular day? A. 
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—Suppose it only arose from shrinkage, 
and that there was no increase indicated 
in the company’s liabilities, I would not 
be treating them unfairly. It was a 
shrinkage in the liabilites that you have 
put. Do you mean a shrinkage in the 
deposit? 

Q.—Yes? A.—There was no increase 
in the liabilities of the company; I am 
simply asking that company to cover 
what its liabilities are. The case of the 
other companies is where there was a 
gradual increase of the liabilities. We 
know that it has occurred, and it was 
fair to assume it was going on. 

Q.—You say the fact that there has 
been an increase of the liabilities, and 
thereby a shrinkage of assets to an- 
swer the liabilities—the fact that that 
took place in the past indicates that it 
will go on until the assets have been 
supplemented? A.—Yes, quite so. 

Q.—You think the act should be al- 
tered so that he amount of that addi- 
tional shrinkage might be estimated and 
provided for in the amount required to 
be paid in? A.—That is my idea, and 
TY might explain that in the case of very 
many companies it is of very little im- 
portance, but once in a while there is 


a company that has to be looked after ~ 


with peculiar care,‘and it is for cases 
such as that I would like to provide. 
Take such companies as the Standard, 
there will be really, as far as I ‘can 
see, no reason why that company should 
make a deposit at all. From the com- 
pany’s well-known standing, there is no 
doubt it will pay its Habilities for all 
time to come. JI am not mentioning 


that as the only one, because there are - 


several others that could be named. It 
is not for companies of that kind that 
I would like it, but as I know, there are 
companies that are very averse to put- 
ting up money, and will put up as little 
as they can, and with regard to that 
eompany I would like to be in a position 
to force them to put up. 

Q.—Where a Canadian company is in 
question, where does that additional as- 
set come from when demanded You 
demand additional assets? A.—Yes. 

Q.—You say, “Your assets do not 
amount to your liabilities?” A.—Yes. 

Q.—And you say, “I want you to show 
additional assets;” where does that come 
from? A.—Are you speaking of deposit? 

Q.—I am speaking of section 10 where 
the assets of the company must equal 
the whole liabilities of the company? 
A.—Yes. 

Q.—Where does the additional asset 
that you require come from? Where 
can the company get it? A.—You are 
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speaking now of a case where it is so 
close that the assets are equal to the lia- 
bilities ? 

Q.—The assets, we will say, are less 
than the liabilities, say $50,000. You 
notify the company, “Your assets are 
short $50,000, and'I require you to make 
the assets equal to the liabilities by the 
addition of $50,000”; where would that 
come from? A.—I presume they would 
have to call up additional capital to get 
it. 1 do not know any place else to 
get it. Borrowing would do no good. 
It would get the money, but they would 
have to increase liability; so there ig 
no way to do it but by increase of the 
capital. 

Q.—In your computation you do not 
regard the capital stock of the company 
as a liability? A.—It is not a liability 
under the Statute. 

Q.—It is not one of the liabilities you 
must regard at any rate? A.—No. 

Q.—Then, when you are supplied with 
the evidence of additional capital, what 
eare do you take to ascertain that it 
is not a loan? A.—I have never had 
occasion to take into consideration a 
ease of that kind, but if it comes so 
close, where the assets and liabilities are 
about the same, the chances are that 
that company’s license would likely be 
withdrawn. and they would require to go 
into liquidation. I have not known a 
case where it has been necessary ‘to as- 
certain where» the funds came from. 
The case you put has not arisen. 

Q. Tell me how the company proceeds 
to satisfy you that the shortage of as- 
sets has been made good? A.—Well, as 
the case has not arisen, but I am say- 
ing how I would endeavor to make them 
proceed. 

Q.—You have in the past required 
coinpanies to make good a deficiency of 
assets, have you not? A.—In the case 
of a Canadian company? 

Q.—Yes? A.—I do not think so; I do 
not remember any such case. 

Q.—You were speaking of foreign com- 
panies, were you? A.—Foreign com- 
panies. 

Q.—Who must maintain in Canada? 
A.—Who must maintain assets in Can- 
ada. 

Q.—You were speaking entirely of re- 
quiring foreign companies to show ad- 
ditonal assets? A.—Assets in Canada; 
that was the point we were discussing. 

-Q.—Then we were at variance, because 
I was asking you under this section 10. 
You spoke of certain notices that you 
now have ready to send out? A.—Yes, 
to foreign companies, to companies other 
than Canadian. 
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Q.—Not to make good or show gen- 
eral assets equal to their liabilities, but 
simply to show in Canada assets equal 
to their liabilities?) A.—Yes, precisely, 
that is what I thought you were asking. 

Q.—What I intended to ask you was 
whether, in the case of Canadian com- 
panies, companies incorporated here, 
you have in the past by your inspection, 
or by the statements sent in to you, dis- 
covered that the company had not as- 
sets equal to its liabilities within the 
meaning of section 10? A.—I cannot re- 
member a case of a Canadian company 
where this has occurred. 

Q.—I suppose your records would show 
that? A.—They would. 

Q.—And we can ascertain that? A.— 
Yes. 

(Adjourned for one hour.) 
(After adjournment.) 

Q.—Before adjournment we were con- 
sidering section 10 of the Act, and you 
were stating what had occurred under 
that section regarding American or for- 
eign companies, and there had been some 
confusion between that and the Cana- 
dian companies ? A.—Yes, 

Q.—You were to consider whether 
there ever had been any deficiency of 
assets in connection with any Canadian 
company. Have you considered that 
since ? A.—I have not called to mind 
anything since; in fact, I have not been 
able to go to the office to consult any 
of the documents, but I do not eall to 
mind any. 


Q.—So that there is nothing different 
to what was said before the adjourn- 
ment on that subject ? A.—No. 

Q.—You will be able to verify by to- 
morrow ? A.—Oh, yes, I think so. 

Q.—Subsection 2 is the provision that 
you referred to before, requiring the 
foreign companies to deposit the secur- 
ity with the department, or to have the 


same invested in trust for the company? 
A.—Yes. 


Q.—What plan was pursued under 
that subsection by the foreign compan- 
ies ? A.—The bulk of them make their 
deposits with the Receiver-General. 
There are, however, a few who have 
appvinted Canadian trustees and _ vest 
certain portions of their funds witb 
them, 

Q.—What companies do that? A.— 
Well, now, I think probably I caa tell 
you from memory. There is the Lon- 
don and Lancashire Life, Standard Life, 
Pelican and British Kmpire, the Travel- 
lers, the Mutual Life of New York, the 
New York Life, the Equitable Life, Mu- 
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tual Reserve Fund of New York. J think 
those are all, 


Q.—Those companies vest the assets in 
trustees ? A.—In trustees, a portion of 
them. Of course there is a considerable 
portion still on deposit with the Receiv- 
er-General. 

Q.—So that their assets are secured 
probably in both ways, by deposit as 
to part and in trustees as to the bal- 
ance ? A.—Yes. 

Q.—What trustees do they appoint ; 
certain persons or certain companies ? 
A.—Persons, always individiduals except 
in the one case. In the one case there 
is a trust company in additon to a 
couple of individuals. 

Q.—What case are you referring to 
now? A.—I am referring now to the 
trustees. The Royal Trust Company is 
one of the trustees for the Travellers. 


Q.—Along with ? A.—Along with Mr. 
Parkin, and I am not absolutely cer- 
tain who the third one is. 


Q.—The other companies you have 
mentioned vest heir assets in officers of 
the company or in strangers to the com- 
pany ? A.—Usually there is one officer. 
I probably had better answer that by 
getting a list of the trustees for you, 
if you will allow me to do that. 

Q.—Yes? A.—Giving the different 
companies and the names of their trus- 
tees. 


Q.—Then we can see just whom they 
appoint ? A.—Yes, 

Q.—Perhaps you will be able to indi- 
cate on the list the relation of the trus- 
tee to the company ? A,—Yes. 


Q.—We will give you a note of these 
things ? A.—Yes, if you will give me the 
several points you want I will attend 
to it. 

Q.—Then the Statute contemplates 
that the trust deed shall be approved 
by the Minister ? A.—Yes. 

Q.—Is the form of trust deed settled? 
A.—The form of trust deed is always 
settled. The process is this: the com- 
pany sends a draft of the deed with 
the names of the proposed trustees some- 
times in it; they send the names of the 
trustees first for approval by the Min- 
ister. That, howevre, is not always the 
case; they sometimes submit that draft 
and the names at the same time. Then 
we submit that draft to the Department 
of Justice for approval. After it has 
been approved by the Department of Jus- 
tice the draft is sent back to the com- 
pany and is engrossed and executed by — 
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the company and by the trustees. It is 
then sent to Ottawa and is executed by 
the Minister of Justice. 

Q.—To show his approval of the trust 
deed ? A.—To show his approval; that is 
the process. i 

Q.—Are the provisions in the different 
trust deeds that are now in effect the 
same ? Could you give us a standard 
form or not? A,—I can bring you, if 
necssary, the original deed, or I can 
bring you the draft. 

Q.—Would that be applicable to all the 
companies ? A.—No, it would not, be- 
cause in the case of the earlier com- 
panies the deed is somewhat different 
from the later companies. 

Q.—In what respect ? A.—Well, it is 
a little probably more stringent in two 
or three particulars, 

Q.—Was it the result of finding some 
loophole in the trust deed ? A.—Finding 
a possible loophole. 

Q.—What was it? A.—One of the 
things that I now have in mind was 
this; the later deeds provide that. where 
securities held by the trustees are such 
that they can be registered, that they 
must be registered under the names 
of the -trustees; that is to. say, 
they are not at liberty to 
keep bearer bonds. 

Q.—They must be recorded docu- 
ments if they can be recorded? A.— 
If they can be recorded they must be 
recorded. 

Q.—What documents would that ap- 
ply to ? Would it apply to debentures ? 
A.—It would apply to debentures. 

Q.—To see that they are registered 
if they may be registered ? A.—Yes, it 
would apply to debentures, principally 
of course to debentures. 


Q.—Are there then substantially two 
forms, one form that was in existence 
prior to that change and one after the 
change ? A.—Yes. 

Q.—Can you get us one copy of a 
draft of it? A.—I may not be able to 
get you a draft, but I can bring you 
an original deed, if you will under- 
take to take care of it. 

Q.—A copy would be sufficient for our 
purposes and better ? A.—I may have to 
‘have a copy made. That is rather a 
long process, and we are now  short- 
handed. 

Mr. Shepley : You had better let us 
have an original in the meantime—one 
of each. 

Mr. Tilley : Then after the trust deed 
is approved, is there any other control 
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or investigation of this by the Govern- 
ment ? A.—You mean as to the securi- 
ties ? The trust deeds provide for the 
trustees furnishing to us a list of the 
Ester which they hold under the 
eed. 


Q.—At any time on demand? A— 
No, not any time on demand, but for 
furnishing us a list at he end of the 
year, on the 3lst Decmeber, and practic 
ally, I suppose, any time it was de- 
manded it would be furnished. I have 
no doubt it would. 

Q.—We will take that up when we 
have the deeds. Under section 18 of the 
Act you must publish quarterly in the 
Canada Gazette a list of the companies 
licensed under the Act, and the amount 
of the deposit made by each company; 
is that. done ? A.—Yes. | 

Q.—Uniformly and regularly? A.— 
It is. 

Q.—And you added the names of any 
companies that obtained licenses in the 
interval ? A.—In the interval between 
the publication of two statements a no- 
tice is published in the Gazette. 

Q.—Showing the granting of the other 
licenses ? A.—Yes. 

Q.—Section 19 is the section that pro- 
vides for the annual returns that are 
to be made by companies, Are forms 
supplied by you to the companies for 


‘the purpose of making these annual re- 


turns? A.—They are, yes; that is 
forms for the Canadian business only; 
that is the whole of the business of 
Canadian companies and for the Cana- 
dian business of foreign companies. 


Q.—And when are those forms sent 
out ? A.—They are usually set out in 
November, sometimes as early as the 
end of October, but usually in Novem- 
ber. 


Q.—What forms do you send to a 
company ? A.—I have specimens of them. 

Mr. Langmuir: You said to Canadian 
companies and to what others ? 

Mr, Tilley : And to foreign companies 
for their Canadian business only. 

Witness: Yes. Here is the form sent 
out to Canadian companies. (Exhibit 
1), and if they do foreign business as 
well, that goes with it in relation to a 
foreign company. (Ex. 2.) 

Q.—Number one is sent out to ail 
Canadian companies ? A.—Yes. 

Q.—Exhibit 2 is enclosed with number 
if the Canadian company does a foreign 
business ? A.—Yes, Now, there are some 
foreign companies to which that form 
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(Ex. 3) goes; that is to say compan- 
ies that were in business before the 
3lst March, 1878, and this document 
(Ex. 4) goes to companies other than 
Canadian that commenced business in 
Canada since the 3lst March, 1878. 


Q.—Why is that distinction made be- 
tween the two foreign companies ? A.— 
The reason is this: that foreign com- 
panies which were in business’ before 
the 3lst March, 1878, are not required 
to maintain the Reserve applicable to 
their foreign business up to that date. 
Commencing with 31st March, 1878, 
they are required to keep sufficient 
funds on deposit to cover their liabili- 
ties in respect. of all policies since 1878. 
As to policies before that date they are 
not required to keep it up. 

Q.—That is under section 10, sub-sec- 
tion 4? A.—Yes, it is under sub-section 
4 of section 10. 

Q.—You sent one of these forms (Ex. 
3) to the companies that were doing 
business before 1878? A.—Yes. We 
sent No. 4 to those that commenced 
business since the 3lst March, 1878. 

Mr, Shepley: Q.—And to the others 
in respect of their business since that 
date ? A.—Yes . But the one form has 
the two branches in it. 

Mr. Tilley : Q.—Exhibit 3 covers what 
is in number 4 for. that part of their 
business ? A.—Yes, it is divided into 
two: sections. 


Q.—What is number 5 ? A.—This form 
is sent out to certain companies under 
subsection 3 and 4 of section 20. 


Q.—That is Exhibit 5 7? A—Yes. That 
goes to foreign companies—to certain 
of the foreign companies, not to all 
of them; and this is the form sent to 
Canadian companies in which to enter 
their mortgages. (Exhibit 6.) 

Q.—Are those all the forms that are 
supplied to Canadian as well as for- 
eign companies ? A.—Yes, that covers 
the whole of the Canadian business; 
and, of course, to the foreign companies 
for their foreign business we do not 
send forms. We do not send forms to 
the foreign companies for their foreign 
business. 


Q.—That is to say, you have no in- 
formation regarding the foreign business 
of a foreign company, confining 
yourselves. strictly to the- Cana- 
dian policies issued? A.—Oh, no, 
we get forms from them, but we 
do not send them forms. They prepare 
their statement; that is covered by a 
section of the Act, section 20. 
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Q.—Section 20 covers the return to be 
made by a foreign company ? A.—It is 
in the first clause of section 20, “Such 
statement as to its general business shall 
be in such form as the company us- 
ually submits to its members and share- 
holders.” There is something before 
that. “Such form as the company is 
required by law to furnish to the Gov- 
ernment of the country in which its 
head‘ office is situate, and where such 
company is not required by law to 
furnish a statement to the Government 
of the country in which it is situate, 
then such statement as to its general 
business shall be in such form as the 
company usually submits to its members 
and shareholders.” Well, there is no 
company now to which that last clause 
applies. It was put in originally with 
reference to one fire company. 

Q.—So that there is no life company 
to which that last clause applies ? A.— 
No. 

Q.—All the life companies that are 
doing business here, and the foreign 
companies, are required by their own 
domestic acts to supply returns to the 
Government? A,—To submit statements, 
'es. 

‘ Q.—You adopt the form that they sup- 
ply to their own Government? A.— 
That is a requirement of our Act; they 
send it in in that form, 

Q.—Other than those forms, are the 
companies required to give you any 
further information than would be dis- 
closed by completing the forms? A,— 
The companies are required for five years 
to send us a list of their policies for 
valuation. 


Q.—That is under the section about 
valuing policies? A.—Yes. 

Q.—Is there anything else that the 
company is bound to supply to you? A, 
—There is one clause in it somewhere 
or another which authorizes the Super- 
intendent to ask them certain questions. 
I have forgotten what section of the 
Act that is, but there is such a sec- 
tion) in it. 

Q.—What section are you referring 
to? Would that be “The Superintend- 
ent and his duties”? A.—No, it is not | 
there. 

Q.—Is it 25a “For the purpose of car- 
rying out the provisions of this act the 
Superintendent of Insurance is hereby 
authorized and empowered to address 
any enquiries to any insurance company 
licensed under this Act, or to the Presi- 
dent, Manager, Actuary or Secretary 
thereof, in relation to its assets, in- 
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vestments, liabilities, doing or condition, 
or any other matter connected with 
its business or transactions, it shall be 
the duty of any company so addressed 
to promptly reply in writing to such en- 
quiries.” So that other than the right 
of the Superintendent to require fur- 
ther information or statements under 
that section, everything is covered by 
these forms which you supply them 
with? A.—Yes, 

Q.—When are these forms required to 
be returned to you completed? A.—The 
forms of Canadian business are required 
to be returned not later than the first 
day of March in each year. 

Q.—And is there any penalty for not 
furnishing them at that time? A,-— 
There is a penalty of $10 a day for each 
day’s delay after that. 

Q.—Is that a penalty that is ever en- 
forced? A.—It is always enforced, 

Q.—Do you actually make eompanies 
pay you the $10 per day if they are in 
arrear? A.—I do 

Q.—So that that clause in the Statute 
is adhered to by you in your treatment 
of the companies? A.—Yes, it is, 

Q.—Is it a penalty that is incurred 
very often by companies? A,—Very fre- 
quently: two companies have incurred 
the,penalty this present year. 

Q.—What length of time are they in 
arrear in handing in the statement ? 
A,—One company was one day and one 
company was two days; so that we re- 
ceived $30 in penalties, $10 and $20, this 
present year. ‘There have been other 
years where it was much larger. There 
was one company, not a life company, 
which was in default some thirty days 
some three or four years ago, 

Q.—Is there any tendency to delay the 
returns, or any objects in delay that 
you have discovered? A.—Oh, no, it is 
purely: accidental, 

Q.—Carelessness? A.—Or something 
of that kind. 

Q.—On the receipt of these forms, 
what do you do with them? A.—Now 
we prepare an abstract of the business, 
That is one thing I forgot to bring with 
me, a copy of that abstract—an abstract 
of the Canadian business of the year, 

Q.—Of each company: separately? A, 
—No, they are all embodied in the one 
abstract, a short abstract of a few 
pages, 

Q.—There is a form for that? A.— 
There is no regular form, It varies 
from year to year, according to, the 
business. 
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@.—You make a compilation ‘or, state- 
ment showing all these results in totals 
so to speak? A—Yes, 

Q.—Showing all the business of the 
Canadian companies as they have re- 
turned it to you? A.—yYes. 

Q.—Canadian business of all the 
companies? A,—Yes, 

Q.—Then, having done that, what do 
you do next with them? A.—With the 
statements? 

Q.—With the statements or returns 
your receive? A,—Well, the next pro- 
ceeding is to examine and check them 
as far as possible. After the abstract 
is published it usually goes to the 
printer’s hands within the first five or 
six days of March. This year it went 
on the 5th March, and we have received 
most of the proof for correction, and 
we hope to have it issued in another 
week, a full report. Then of course 
that is distributed to the members of 
the Commons and the Senate, and a 
number of copies are printed and _ dis- 
tributed amongst the companies. 

(.—That is all done on the basis of 
the statements that are sent in without 
anv correction at all? A.—Without any 
correction at all, and so stated on the 
outside of them, that they are subject 
to correction. 

Q.—You will be able to get us a copy 
of that summary for this year, will 
you? A.—For this year—it depends 
wholly on the printer; we have done 
all that we can to get it ready. 

Q.—After passing that stage, what ‘lid 
you do next? A.—The next is to com- 
mence the inspection, the verification of 
the accounts at the head offices. 

Q—That is at the office of the com- 
pany? \A,—Head office of the company. 

Q.—How do you proceed with that 
work? A.—Well, of course the accounts 
are first taken up; that is the verifica- 
tion of the various items in the state- 
ment, That part of the work, I may 
say, is generally done by Mr. Blacka- 
dar, for the reason that I am occupied 
here during the session when it is neces- 
sary to do it. 

Q.—He does that work first before 
you do any verification at all? A.— 
Yes, that is the rule, 

Q.—And the statement is the state- 
ment of the 3lst December of the pre- 
ceding year A,—Yes. 

Q.—What would be Mr, Blackadar’s 
duty in that regard? To what extent 
does his inspection of the books or the 
accounts take place at that time? A.— 
Well, of course the object is to verify 
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and see if the statement which has been 
sent in by the company is accurate ac- 
cording to their books. If it is not ac- 
curate corrections are made so as_ to 
make it accurate. 

Q.—Have you one of the statements 
that would usually be used? A,—This 
is a Canadian Company’s statement 
(Boe), 

Q.—Does he make any such inspection 
with respect to foreign companies? A.— 
Yes. 

Q.—At the Head Office of the Com- 
pane A.—At the Head Office in Can- 
ada. 

Q.—The general statement of the for- 
elon company’s business that it is re- 
quired to send to its local government— 
to what extent is that checked? A.—It 
is not checked. 


Q.—So that all that he checks is the 
Canadian business of a foreign company? 
A.—The Canadian business. 


Q.—You say he would take what is 
usually used. Exhibit 1, and he would 
take item by item through that state- 
ment? A.—Item by item through that 
statement. 


Q.—And examine the books of the 
company and check the statement by 
the books? A.—Check the statement by 
the books. 


Q.—That is check the result that is in 
the books, the total in the books; or 
does he go through the items that that 
goes to make up the total? A.—He goes 
through the items that make up the to- 
tal, not minutely, of course. For exam- 
ple, take one of the items there. 


Q.—Value of real estate, that is one 
of the items? A.—Well, that is a por- 
tion of the work that is usually taken 
up by me a little later. He verifies as 
to the real estate the figures shown in 
the real estate ledger as the total. 

Q:—“Amount secured by way of loans 
on real estate by bond or mortgage, etc. ? 
A.—That would be another item. The 
total as shown in their mortgage ledger 
would be all he would verify in the 
meantime. 

Q.—These second mortgages would be 
the same way? A.—Yes. 


Q:—He would just see that their mort- 
gage ledger purported to show that 
amount of money on loan? A.—Yes, that 
the item returned there corresponds 
with the item in their own books. 

Q.—Amount of loans secured by bond 
or stock or other marketable collater- 
als?” A—Well, he takes that in the 
same way, the amounts only. 

Q.—And then you make a more de- 
tailed examination later? A.—Yes. 
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Q. “The amount of loans as above on 
which interest is overdue;” that would 
be another item he would take straight 
from them? A.—Yes, that is returned, 
and generally a list is given of the prin- 
cipal mortgage upon which the interest 
is overdue. 

Q. And as to the stocks, bonds and de- 
bentures—he would take the company’s 
total for that? A.—Yes. 

Q.—“Amount of cash at head office?” 
A.—That is an item there is no way of 
checking, cash in the head office, because 
it is gone; you have only to take the 
entry for it. It cannot be checked. 

Q.—“Cash in the bank?” A.—That 
can be checked by means of the bank 
book. 

Q.—And that would be taken as con- 
elusive on that point? A.—Yes. 

Q.—And Bills Receivable? A.—They 
would be counted if there were any. 

Q.—Rills Receivable would be pro- 
duced? A.—Yes. 

Q.—To him or you? A.—Well, gen- 
erally they would be to me later on, 
or to him; of course, there are cases 
in which he does not count the securi- 
ties. 

Q.—“Agents Ledger balances?” A.— 
Well, a list of those is usually produced; 
in fact they are usually contained in a 
list in a book, and the total of them he 
would examine, and very likely go over 
the list and see whether they were good 
or bad. That is pretty readily told by 
whether it is an active account or not. 
If the agent is actively doing business, 
making payments from time to time, it 
may be considered a good account. — 

Q.—If it is an account that has been 
standing a length of time, he looks to 
see how long it has been standing, an 
uncollected balance from an agent? A. 
—It would be taken out then, deducted. 


Q.—If Mr. Blackadar came to an item 
under the heading of “Agents ‘Ledger | 
balances,” that he thought was not a 
real asset, would he make a change in 
the statement itself? A.—Let me look 
at that blank for 4» moment. This is. 
the fire form, but it would be usually so 
much deducted as carried. 


Q.—At the foot of the statement? A. 
—Yes, at the foot of the assets. 


Q.—If Mr. Blackadar differed from the 
company as to whether a certain item 
was an asset or not, what would he 
then do? A.—In our experience that has 
not occurred. I think as a rule it may 
be said that when exception is taken to 
an item, Mr. Blackadar or myself, who- 
ever is making the examination, is able 
to satisfy the company it should not be 
there, and in that case they will assent. 
to its deduction. 
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Q.—What I was asking you, if a de- 
duction is determined upon by you the 
change is actually made in the return? 
A.—Actually made in the return. 


Q.—That is, the return is altered? A. 
—It is altered in red ink. 


Q.—And so far as the return is con- 
cerned from that date it is assumed to 
be altered? A.—As altezed. 


Q.—The company’s old return then is 
disregarded? A.—Is disregarded to that 
extent. 

Q.—And any further returns that are 
published would be the altered returns, 
as you have made a change? A.—Pre- 
cisely. 

Q.—“Due from other companies for 
losses or claims on policies of the com- 
pany reinsured.” How would he check 
an item such as that? A. Well, in the 
first place, of course, he would probably 
take the item as shown in the books as 
being accurate. If there was any doubt 
about it the way of checking it would 
be to enquire of the company that was 
said to owe it; that would be the meth- 
od of checking it. We have never 
heard of anything being represented as 
due which was not actually due. 

Q.—‘‘All other ledger assets;” how is 
that checked? A.—Does it not call for 
details? 


Q.—Detail of separate schedules? A.— 
A list of them is made with all other 
assets, and each item in that schedule 
would be checked by the books. 


Q.—In doing that would Mr. Blacka- 
dar’s duty be to take an account as be- 
ing correct as he finds it in their book, 
or would it be his duty to see vouchers 
for any accounts, or check the correct- 
ness of the items there? A.—Unless he 
had reason to suppose that there was 
something wrong with some of the items 
of the account he would not be expected 
to look at the vouchers. It will be as- 
sumed that the company’s auditors, 
when they have gone over and passed 
the accounts, would see to any matters 
of detail of that kind. 


Q.—Then, shortly, he takes their books 
for the different items that are in them 
as being correct, unless there is some- 
thing he thinks is suspicious and that 

Q.—He does not purport in any way 
to audit the books of the company ? 
A.—Oh, no. That would be an entire 
impossibility. If we had ten times the 
staff it could not be done. 

Q.—Then there is no Government 
audit based on these statements that 
are sent in to you at all? A.—There 
is not in the ordinary sense a Govern- 
ment audit. 
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Q.—There is no Government audit ? 
A.—No. 

Q.—The investigation merely being 
to verify the correctness of the state- 
ments as being in accordance with their 
books? A.—With their books. 

Q.—And any item that suggests it- 
self to Mr. Blackadar in going through 
these statements he looks into further 
or not, as his wisdom would lead him 
to do? A.—That is the only rule. 

Q.—To what extent in these annual 
statements of assets made by com- 
panies are corrections made? A.—I 
think by actual count the number of 
corrections made last year was in the 
neighborhood of 600 corrections ; that is 
taking the whole of the companies. 

Q.—Taking all the companies, there . 
would be 600 corrections made in their 
statements in the inspection of 1905? 
A.—Yes, made in 1905 

Q.—Would that be the work of Mr. 


Blackadar only in this verification of 
statement of assets made by com- 
rections made by you as a result of 
your investigation? A.—Well, largely 
and principally the corrections made by 
me, because as a matter of actual ex- 
perience there are not many errors in 
the securities. 


Q.—In the securities ; that is to say, 
that in your departmental inspection, 
the checking over of the securities, you 
find very little change? A.—Not many 
corrections to be made, and, of course, 
it sometimes happens where a correc- 
tion would be necessary the document 
has already been published. 

Q.—That is the blue book? A.— 
The blue book is already out. 


Q.—How would that occur? A.—It 
would oceur from the book having been 
printed before the inspection is made ; 
that is how it would happen. You are 
aware that there is a constant ery to 
get these books out earlier ; everybody 
is crying, the insurance companies, and 
so on; they want them for their can- 
vassing purposes, and in the effort to 
get them out it is found that a certain 
portion of the inspection must neces- 
sarily be left undone until a later date. 

Q.—What I understand you to say is 
that the statements as they appear in 
the blue book are not, all of them, 
statements that have been checked by 
your Department before they are print- 
ed? A.—Not fully checked. 

Q.—Or not partially checked? A.— 
There are none of them that are not 
partially checked; none of them in which 
the accounts are not checked to show 
that the items agree with their docu- 
ments. 
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Q.—But sometimes there happens— 
A.—Sometimes there will be slight dif- 
ferences in the assets. 

Q.—That is in the actual securities ? 
A—In the actual securities ; sometimes 
it so happens. 

().—There would be changes made as 
a result of your part of the work ? A.— 
és, 

().—Of Blackadar’s? A.—No. 

‘Q.—ls Blackadar’s work always com- 
pleted before the statement gets inta 
the blue book? A.—I do not know 
now of an exception. I do not know 
at present of a case where it has not 
been ; still it might be barely possible 
that one company had not been visited 
up to the time the report was sent out; 
it might be so. 

Q.—Tell me how long is it from the 
time the statements are received in 
your office up to the time the blue 
book is printed? A.—That varies some- 
what. Of course, the bulk of the state 
ments are in on the Ist of March ; they 
are due on the Ist of March; that is 
all statements of Canadian companies. 
The statements of foreign companies, 
there aré none of them due until the 
Ist of June, and then with reference to 
the English companies, certain of them 
are not due until the 30th of June; so 
that we have not a full statement ready 
to send to the printer until the 30th 
of June. The whole of the copy is in 
the printer’s hands always very early 
in July. But we have not as a rule 
been able to get the completed blue book 
from the printer until September, some- 
times October. 

Q.—September and sometimes Octo- 
ber? <A.—Yes. 


Q.—When you send the book to the 
printer, you sometimes proceed with 
your part of the work after that date? 
A.—It sometimes so happens, 


Q.—Are any corrections that you 
make from that time on and before the 
book is completed ‘shown in the blue 
book? <A.—If in time to get them in- 
to the blue book before it is absolutely 
completed the changes are made, 


Q.—How long does Mr. Blackadar’s 
work take each year in his verification? 
A.—He is rarely through until the lst 
of July. 

Q.—And when does he start? A.— 
He is at it now, commences as soon as 
the copy for the abstract goes to the 
printer. 

Q.—Is that his work to get that copy 
ready for the printer? A.—He assists 
in it, everybody helps. 
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Q.—Nothing is done towards inspec- 
tion until the copy goes to the printer? 
A.—Of course, there are exceptions to 
that rule. The statements are not due 
till the Ist of March, and if we get the 
statements earlier, and there is nothing 
to occupy myself or Mr. Blackadar here, 
we go and get so much done, even before 
the abstract goes out. 

Q.—But usually that is not possible? 
A.—No, it is not. 

Q.—Because the statement is not due 
till the Ist of March, and it goes to the 
printer very soon after that? A.— 
Yes, 

Q.—The rush is to get that to the 
printer? A.—yYes. 

Q.—Is that done pursuant to any sec: 
tion of the Act? A —The abstract? 

Q.—yYes?  A.—No, there is no sec- 
tion in the Act which requires specifical- 
ly the abstract. It has grown into a 
eustom from the start, and there has al- 
ways been a call for it, and it has al- 
ways been followed out. 

Mr. Shepley : Q.—When you speak of 
the abstract, you are speaking of a com- 
pendious book containing the informa- 
tion of several returns? A.—Yes. 
should be followed up? A.—Yes. 

Mr. Tilley: Q.—Running them into 
one?, A.—Yes. giving details, the total 
results and total amount of business, 
and so on. 

Q.—Mr. Blackadar would start about 
the second week in March, would he? 
A.—As much earlier as he can. He start- 
ed on Monday last this year. 

Q.—That would usually be about the 
time— A.—Usually about that time. 

(Q.—How long does his inspection take 
of the larger companies in respect of 
each company? A,—That is very diffi- 
cult to answer. Some of them may be 
done readily enough in a couple of 
days; one company, I remember, last 
year, he spent five days at in Toronto, 
one, I think, in Montreal, where he spent - 
somewhat longer, Of course I never 
have actual track of this. 

Q.—How long does it take him to 
complete all the companies? A.—I think 
I stated he is never back much before 
the lst of July; he may be back for a 
little while for a time, 

Q.—It takes about four months? A. 
—Yes, and really four months of very 
hard work, very continuous, 

(.—Has he an assistant in that work? 
A,.—Heretofore he has not had any reg- 
ular assistants in that work. 

Q.—He does all the work himself? 
A.—Yes, 
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Q.—When do you start your. work 
of checking the securities? A—Well, if 
there is any statement that is in before 
the 1st of March and before the House 
meets, I take it up. I have already, I 
think, examined one company in Toronto 
this year before the Ist of March; it 
was done in January and February as 
a matter of fact, Then so soon as Il 
can get free from-my duties in connec- 
tion with Parliament then I go at it. 
That sometimes happens as early as the 
middle of May, even a little earlier, but 
usually not until about the 24th May 
or 25th, or even up to the Ist of June; 
and tnen from time to time I am ob- 
liged to return to something that was 
left unfinished here, which brings me 
back from Toronto, and I have to drop 
it for a time. 


Q.—So that the work of actually going 
over the securities and checking them 
does not commence till the latter end 
of May usually? A.—No, it does not 
as a rule. 


Q.—And is that work ever delegated 
by you to some one else, or do you al- 
ways perform it yourself? A.—Well, as 
I think I have stated—I intended to 
state it, however—that Mr. Blackadar 
sometimes examines the securities of 
some companies, 

Q.—Any particular companies? A,— 
Oh, no, none in particular. 

Q.—Then your examination would be, 
you say, somewhat interrupted from 
time to time by requiring to come back 
to Ottawa on business of the Depart- 
ment? \A.,—Yes, it has been. 


Q.—And it is not always completed 
until the blue book is printed? A.—It 
is not always. 

Q.—That usually being in September? 
A,—In September or October. 

Q.—So that the result is that the as- 
sets of the companies, the actual securi- 
ties of the companies—some of the com- 
panies, at any rate—would go uncheck- 
ed from December, the date at which 
the statement is made out, until Sep- 
tember or October of the next year? 
A.—It might so happen. 

_  Q-—They might go unchecked for that 
time? A,—Yes. ‘ 

Mr, Tilley: Then as you said in some 
cases there are charges that do not find 
their way into the blue book at all? 
A.—Yes, They are rare cases—very 
rare. 


Q.—And that applies to the assets 
and securities. Now, how do you pro- 
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ceed to check the assets and securities 
held by the company? A.—Well, sup- 
pose we commence with mortgages. 
There is a larger amount of mortgages 
than of any other, 


Q.—Before you go into that phase of 
the matter, is this statement that is put 
in as exhibit 1—is that supposed to 
comply exactly with the schedule form 
A in the Act? A.—Oh, it is prepared 
from a schedule marked A, There may 
be slight differences, and possibly are, 
These differences are accounted for by 
another clause in the Act. 


Q.—Which clause? A.—I may have 
difficulty in finding it, Sub-section 6 of 
section 19. Under that clause certain 
changes have been made in the form 
with the view of getting more perfect 
information from him, 

Q.—Can you say when the form was 
changed, and what the reason was? A, 
—vuh, no; a gradual change, 

Q.—As experience taught you—an im- 


‘provement you thought? A.—Yes. 


Q.—You cannot call to your mind the 
particular occasion for any change we 
have here? A.—No, I cannot. It is sub- 
section 6 of section 19 of the Insurance 
Act, 


Q.—You were going to speak about 
the way in which you checked the real 
estate mortgages, A,—This is one of the 
forms which I sent out. I now refer to 
exhibit 6. This schedule calls for the 
date of the mortgage, the rate of inter- 
est, then the record of the mortgage, 
that is the Province, county where it is, 
and so on, the value of the Jand mort- 
gage, the value of the buildings, and 
the amount of insurance. Then the lo- 
cation of the property, with a brief de- 


’ scription of it, to show the number of 


acres, and so on. Then opposite that, 
and at the end of any particular year 
the amount of principal, the amount of 
fire or life premiums that are charged 
against the property, the overdue _ in- 
terest and accrued interest, 


Q.—What do you mean by fire or life 
premiums? A.—It sometimes happens 
many of these mortgages are made to 
secure or contain a provision that in 
the event of a life premium upon a cer- 
tain policy not being paid it becomes a 
lien upon the land, The company treats 
it as paid, and it is secured by the 
mortgage, 

Q.—That would be a loan to the pol- 


icyholder himself? A.—It is. It is by 
a mortgage upon his land. 
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Q.—Is that a method of investment 
that is used by certain particular com- 
panies, or of all companies? A,—I be- 
lieve all of them more or less, 


Mr. Langmuir: The mortgage general- 
ly provides for that? A,—Oh, yes, 


Mr. Tilley: That the premium shall 
be a charge upon the land if not paid? 
A.—Yes. And with regard to the fire 
premiums, in all the mortgages there is 
provision that if the company pays the 
fire premium it is added to and is 
a charge upon the land. I have then a 
complete list of mortgages, Every mort- 
gage is produced, JI examine the 
amount of principal shown in the mort- 
gage, and compare that with the ae- 
count of that mortgage to see that it 
agrees with the mortgage ledger. Then I 
see that the rate of interest agrees with 
the rate of interest entered here 
by looking actually at the 
mortgage. Then the next thing 
is the _ solicitor’s certificate of 
title. There is always produced by the 
solicitor a certificate that he has ex- 
amined the title, and that it is good for 
the purposes of the company. The 
next that is produced is a valuation 
showing the value of the land, and the 
value of the buildings particularly, and 
lastly the fire insurance, and that is 
checked by an actual production of the 
fire policies. Then the same process 
is gone over with every mortgage in the 
lot. 


Q.—Is this book you produce a con- 
tinuing book from year to year? A.— 
Yes. For instance, ther eis a column in 
which will be recorded the figures as at 
the end of 1905. There is a columm=for 
1906, 1907, 1908, 709, 710, 711, ’12, and so 
on for ten years. ae | 


Q.—That, you think would be the life 
of probably the longest mortgage? A.— 
Yes, if it is longer than that they will 
have to enter it up again, and start 
afresh, 

Q.—Then, having checked the principal 
and rate of interest, and so on, on the 
first inspection, that renders it unnec- 
essary to check? A.—The same mort- 
gage is not checked a second time. 


Mr. Langmuir: You examine the 
mortgage ledger to see about payments 
on account of principal? A.—Oh, yes. 


Q.—So that the balance is hown here? 
A.—yYes, sir. We check that and com- 
pare the figures here with the figures in 
the book. 


Mr. Tilley: You compare the state- 
ment of accounts shown there each year? 
A.—Yes. 
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Q.—That is the statement of account 
in the books? A.—Yes. 


Q.—And do you call for the produe- 
tion of the mortgage every year? A.— 
Oh, no, never after it is once examined. 


Q.—You do not see the mortgage a 
second time? A.—No. 

Q.—So long as it is on the books and 
not ruled off you assume the mortgage 
is still with the company? A.—Yes. 

Q.—And then you check the account 
only? A.—After the first examination 
of the mortgage. 

Q.—Then does that cover all the in- 
spection you make of mortgages? A.— 
Yes, that is about all. 

Q.—Then what, if any, mistakes have 
you found in your experience in checking 
over mortgages in that way—what is 
the character of any mistake? A.—I do 
not know that I have ever found a mis- 
take in the figures. Occasionally I 
found a slight discrepancy in the value: 
the valuation produced not bearing out 
the figures contained in the schedule. 
Sometimes the valuation may be larger. 
It is more frequently larger than it is 
the other way. 


Q.—More frequently the valuation is 
more than they have stated? A.—Yes, 
more frequently. Sometimes it will be 
found that the fire policies are not ex- 
actly the same as contained in the sched- 
ule. 

Q.—-Have you ever found that any 
mortgages are omitted from the return? 
A.—No, I think the companies will take 
eare of that. 

Q.—You always assume that the com- 
panies are showing the most assets they 
can? A.—That is the assumption. 

Q.—That they are showing the most 
assets they can, and your checking is 
rather from the ‘point of view that they 
have what they say they have than that 
they have anything they have not said 
anything about? A.—That has been in 
the past. I may hereafter have to look 
for something further though. 


Q.—But that is the way it has been 
in the past? A.—yYes. 


Q.—Is any record kept of mortgages 
by the companies in any way that you 
could check that by, as to whether 
there are mortgages in existence, or any 
assets not shown in the statement? A. 
—I suppose any company that has as- 
sets not shown in the statement would 
have an entry of them some place in 
their books. 


Q.—Do you in any way go through 
their books except in the way of having 
the statement before you and ealling for 
the item by the books of the company 
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that warrants the statement in the re- 
turn? A.—That is a question that can 
best be answered by Mr. Blackadar, for 
the reason I have already given you, 
that he does that part of the work. 

Q:—He compares the statement with 
the books, and you only go there to see 
that the actual documents are in exist- 
- ence? A.—yYes, and that they are good 
-—what they purport to be. 

Q.—Then, to what extent do you con- 
cern yourself with the value of prop- 
erty, for instance, on which mortgages 
are taken? A.—Well, of course, I have 
no means of going behind the valuation. 


Q.—But you say you look to see what 
the value is. What effect does it ‘have 
with you whether you find the value to 
be high or low or anything else? A.— 
If I find it to be low, and that it was 
a doubtful mortgage, I simply call the 
attention of the company to it, and that 
they had better look after that particu- 
lar mortgage. 

Q.—That is to say, you have regard 
to the value just from the standpoint 
of whether the mortgage is’ really a se- 
eurity for the amount of money? 
Whether it can be treated as an asset to 
that extent? A.—Yes. 


Q.—And in the same way you check 
over the insurance to see that it is prop- 
erly insured, so that no loss of that as- 
set can occur? A.—Yes. With just 
one other thing. With regard to over- 
due interest. . There is a column here 
for overdue interest. It has been the 
custom—my custom at all events—to us- 
certain whether at the time the inspec- 
tion is made that interest has been paid, 
or any portion of it. If it has been 
paid it is so entered in the books as) 
paid at the time the inspection is made. 
Sometimes it happens that nearly the 
whole of the interest overdue at the be- 
ginning of the year has been paid at the 
time the inspection is made. 

Q.—Then, if you find that interest 
which at the date of the statement that 
was sent in to you was overdue, and 
that the statement was true and correct 
as to that interest, and you find that 
has been paid before your inspection, 
you change the statement do you? A. 
—Oh, I only mark upon it in the item 
“paid.” 


Q.—How does it get into the report? 


A.—It does not get into the report be- 
cause that would get into the next re- 
port. It has been subsequently paid, 
but it will get into the next statement 
as interest coming in the meantime. We 
could not change the report. 

Q.—If the report is published? A.— 
Whether or not we would not change it. 
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Q.—That is not of the class of items 
you would change? A.—No. 


Q.—Then how do you examine other 

securities that he company represent is 
in their possession? A.—The next item 
is the bonds and stock; the bonds, de- 
bentures, and so on. 
Of course the company furnish a list of 
those bonds or a schedule, and they are 
examined by an actual count of the 
bonds at the head office. 


Q.—Then that list made out is some- 
thing different from any form you have 
shown us? A.—There is no form for 
that. 

Q.—But the companies are obliged to 
supply you with a list of all these se- 
curities in the nature of bonds, deben- 
tures and stocks? A.—Yes. 

Q.—That are in the possession of the 
company? A.—Yes. 

Q.—Then that list is sent to you, with 
this, and the return you have spoken 
of? A.—It comes with the other re- 
turns. There is sometimes a more 
minute list made by the company upon 
which the checking is done. [For in- 
stance, say in the statements which are 
sent to the Department, there might be 
say 50,000 Toronto bonds entered in one 
lot. The company would have a min- 
ute list giving the numbers of those 
honds, say so many five hundred, and 
so many one thousand, and the check- 
ing is usually done upon that minute 
list—is more readily done. 

Q.—Is this minute list a document 
that is sent to you, or a document that 
you find at the head office when you 
get there? A.—lI find at, the head of- 
fice when I get there. 

Q.—That is the company has in its 
possession a document that enables you 
to more correctly and readily check ? 
A.—Yes. 

Q.—And then when the company has 
that statement you use it? A.—I use 
it. 

Q.—Then do you keep it? A.—As a 
rule it has been returned to the com- 
pany after I have taken off my own 
statement of the totals. 

Q.—From that you see whether the 
totals that were originally returned to 
you are correct? A.—Yes, 

Q.—And then it would be returned to 
the company 2? A.—Yes. 

Q.—Thon just tell me the way in 
which you check those stocks and bonds. 
By the production of them? A.—By 
the production of them. I probably 
can best describe it by the last exam- 
ination I made. it was of the stocks 
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and bonds in the vaults of the Canada 
Life. It was made in January. 
Q.—That was January of thig year ? 
A.—Yes, as of the 3lst of December, 
1905. With me went Mr. Grant, one 
of the actuaries of the Department. The 
bonds were taken out of their various 
shelves by the Treasurer of the Canada 
Life, and presented, and counted 
through and checked. As soon as one 
bundle was counted and checked it was 
put away and another taken out, until 
we went through the whole of the list. 


Q.—Then what information is the 
company obliged to give you with re- 
spect to those bonds and stocks, and so 
on? What different values do they put 
on them? A.—There are three values 
—the par value, the book value, and the 
market value. The par value nearly 
always differs from the other two 
values. However, the book value is 
always checked also, as returned with 
the books of the company to see that 
they correspond. 


Q.—What do you mean when you use 
the expression “book value’? A.—A 
company as a rule pays a certain 
amount for its bonds. That may not 
be par, or seldom is par. They pur- 
chase them either above or below par. 
They sometimes pay a premium, and 
sometimes get them at a discount. The 
book value is what I call the value in 


their account—what they paid for them. | 


Q.—And the book value you check 
with their books? <A.—yYes. 

Q.—To what extent do you verify 
that the books correctly show that that 
was the price paid, if at all? A— 
Well. JT have never attempted to do 
that. That. is something that I take 
to be the peculiar duty of an auditor. 
IT could not do that without turning up 
the vouchers, and ascertaining the check 
paid for it. 


Q.—As I understand it, then, your 
duty, so far as it has been performed 
has ceased with seeing that the books 
that they produce to you correctly 
showed the price? 


Mr. Langmuir: He said a statement. 


Mr. Tilley: You verify the state- 
ment with the books? A.—Exactly. 


Mr. Langmuir: That is with the bond 
register ? Every company keeps a 
bond register. Do you go to the bond 
register to see that that debenture 
that you produce is entered in the bond 
register, and in the statement? A— 
And in the statement. We see that 
it is entered in the bond register and 
that the value is shown in that bond 
register—the value paid for it corre- 
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sponds with what is contained in the 
statement sent to me. 

Mr. Tilley : So that you go with the 
statement, and you have the bond pro- 
duced, and you see it? A.—Yes, sir. 

Q.—And you then see the entry in 
the bond ledger? A.—Yes. 

Q.—Showing the price that the com- 
pany has there as representing what was 
paid for that bond? A.—Yes, 

Q.—And then you do not go behind 
that? A.—No, I do not. 

Q.—Is there anything in the register 
of the ordinary company, or of any com- 
pany to show from whom the bond was 
purchased ? A.—No, there is not. 

Q.—Then do you know from your in- 
spection from whom the company pur- 
chased the particular bonds they are 
producing to you? A.—I do not. I 
may accidentally know from some other 
source, but there is nothing in the 
books of the company to show. 

Q.—Or nothing in your inspection ? 
A.—wNo. 

Q.—That indicates to you where the 
bond came from? A.—There is noth- 
ing. 

Q.—Or the transaction which resulted 
in the company becoming the owner of 
it? A.—Not as a rule—there is noth- 
ing. 

Mr. Langmuir : Having examined that 
debenture or bond, and comparing it 
with the register, do you put a check 
mark on it? A.—I do not. 

Q.—There has been no initialling or 
checking? A.—No. I have always 
initialled the mortgages, but never have 
the bonds. It would be a simple and 
easy thing to do it if it would be thought 
of any advantage. 

Mr, Tilley: You were asking him 
whether any mark was put on the bond 
itself. 

Mr. Langmuir: First, the statement is 
produced, and then the bond is produced. 
Then he says that that bond is duly en- 
tered in the bond register, and then I 
think it would be wise to always put 
an initial on the -bond itself, so that 
you would know that that was a con- 
tinuing bond from year to year; there 
would be no change in the security, or 
no substitution. 


Witness: That could easily be done. 
There is no trouble about doing it, ex- 
cept the labor, sir, Sometimes we get 
a number of them, We have them as 
low as $50, $100 and so on, and for 
$10,000 you will have to put your in- 
itials on that many times. It would 
prolong the work of inspection a great 
deal, 
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Mr, Tilley: From your method of mak- 


ing the inspection I gather that while ~ 


the mortgages were not produced every 
year, the bonds and stocks are produced 
every year? A.—Invariably. 

Q—And you can tell, I suppose, or 
can you, whether any bonds are coming 
around to you twice?) A.—I always look 
out for that. I always look out that 
they do not come around twice, They 
do not come around the second time, 


Q.—But there is no means that you 
adopt except of being careful, and on 
your guard, How long would that. in- 
spection of bonds and stocks take? 
Would it run over a day? A.—Oh, yes. 


Q.—I mean of the bonds and_ stocks 
themselves? A.—The bonds and stocks 
themselves, in the case of the Canada 
Life—I think we were more than two 
full days; perhaps two of us nearly 
three days; one doing it would take con- 
siderably longer. 

Q.—And I suppose that as far as you 
were concerned, you were there without 
any assistance from your own Depart- 
ment? A.—Yes; as I say I had Mr. 
Grant with me on this particular inspec- 
tion, but ordinary we do not; ordinarily 
I am there alone, 

Q.—And then the company would dele- 
gate some of its clerks and officials to 
assist you in making the inspection? A, 
—Yes. 

Q.—And they would carry the bonds 
and stocks around? A.—Yes, and then 
carry them back and put them away. 


Q,—And that process would take a 
couple of days, and there was no means 
adopted of ear-marking those that you 
had passed and those that you had not 
passed? A.—No, 

@.—Then is there any way in which 
you ascertain from the bond register 
whether all the bonds there shown are 
submitted to you and: shown in the 
statement? A.—You mean would it be 
possible to have other bonds— 

Q.—That were not produced or not 
shown? A.—Yes, they generally do, and 
very often have other bonds not in the 
statement, and the reason of it is this: 
The statement is made up to the 31st 
December previous to the examination 
and hosts of bonds may be purchased in 


the meantime after that, and still held . 


there in the vaults. 

Q.—Then it follows in the very same 
way I suppose that many bonds and 
stocks are sold between the date of the 
report and the date of your inspection? 
A.—Yes, they are, 
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Q.—Then what do you do in a case 
like that? A.—An entry or a note is 
made of it, and we ascertain from the | 
books in the other part—the work is 
usually done in the vault—if they have 
been sold, and exactly when they are 
sold, and the fact that the money was 
received for them, and in the case where 
securities are paid off by instalments, as 
a great many securities are now, we 
see that the particular debenture which 
was missing in the count has been ac- 
counted for and the cash received. We 
check that. 


Q.—Then as, I understand, the same 
thing applies to the bonds and stocks. 
There is no way that you have of ascer- 
taining that everything that the com- 
pany has in the nature of bonds and 
stocks is fully set out in the statement 
that they have made to you? A.—No, 
there is not. 


Mr, Langmuir: You are coupling 
bonds and stocks. They are two distinct 
things, The debentures can be produced 
and you can only produce scrip for the 
stock. When the scrip is produced, do 
you try to verify that with the com- 
pany which issued the scrip, in their 
books, that that is actually entered in 
the books of the company that issued 
the scrip in favor of the insurance com- 
pany? A.—What we always have is a 
certificate from the company issuing the 
stock that on a certain date, namely, 
3lst December, so much scrip was en- 
tered in the books of the company. 


Mr. Langmuir: That is a very correct 
way. That is the proper way, 

Witness: Held by the insurance com- 
pany. 

Mr, Langmuir: And the other way 
would be incorrect, because the scrip 
might be cancelled 


Witness: That it may be cancelled 
only applies to certain securities, ‘here 
are certain of them that cannot be 
transferred without the production of 
the certificate, and so long as the com- 
pany holds that certificate it is good, 
There are many of that kind, but what 
we usually require is the certificate 
that is held on the 3lst December. 

Mr. Tilley: That is to say, where the 
company are passing stock you require 
the certificate of the company that is- 
sues the stock? A.—Yes. 

Q.—That on that day— A,—On the 
31st December. 

Q.—The company held it, and that it 
was standing in the name of the com- 
pany at that date? A.—Yes, 
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Q.—Then you have stated that where 
ebonds or stock is sold after the date 
of the return, that you check to see 
that the proceeds of the sale are ac- 
counted for? A.—Yes. 


Q.—Do you in any way check the 
price that is realized, or do you take 
the book of the company for that? A. 
—We have usually taken the books of 
the company. Of course where it is a 
bond payable by instalments, we see that. 
the amount received corresponds with 
the amount due at the particular time. 


Q.—That would be a collection of 
money! due under the debentures? A,— 
Yes. 


{).—Supposing that a debenture were 
sold out and out and you find in the 
company’s book a certain price realized? 
A.—Yes, 

Q.—Do you in any way check that 
price to ascertain the true price? A,-— 
No, we do not. 


Q.—You take the statement of the 
company as appears in the book? A,— 
That that is the amount they receive, 

Q.—So long as you find a cash item 
representing the bond, you treat that 


cash item as being the amount received? 
A.—Yes, 


Q.—Have you ever in your dealings 
with the company compared that price 
supposed to be realized with the price 
that was being carried in the books ? 
A.—You mean the sale price with that ? 


Q.—With what was being returned as 
being the value of the security? A— 
Well, no; I do not know that I can re- 
call a case now of having done that, 
Usually these bonds when they are sold 
during the interim are sold at an ad: 
vance as a rule. It is rarely ever the 
other way. Once in a while it does 
happen that for some reason or another 
a bond is sold at less than it costs, 
because it has gone down in the mar- 
ket, that is to say the book value will 
not correspond with the amount realiz- 
ed, but nevertheless the market value 
may correspond with the amount re 
alized. 


Q.—Do you ever check to see whether 
the market value corresponds with the 
amount realized ? A.—I canot now re- 
call having done so in any case. 

Q.—There is no means adopted of 
checking the market price of the stock 
say on the day of sale, with the price 
realized by the company? A.—No, I 
cannot say there is, We have made no 
systematic examination of that kind. 
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Q.—As a mater of fact, it just re- 
sults in this, that if you find a cash 
item there for the securities, you pass 
that as being the amount realized on 
the sale ? A.—Yes. 


Q.—And you say that it is unusual to 
find any great variation in comparing 
the list price with the price that had 
been treated as the market price ? A.— 
IT do not now recall any case where the 
list price has been realized. 


Q.—Then have you now told us the 
process you go through in your inspec- 
tion, or is there anything else you do 
besides this checking of the mortgages, 
the checking of the bonds and deben- 
tures, and stock ? A.—Well,~ there is 
the policy loans. Of course there are 
some thousands of those policy loans in 
most companies, and while it is quite 
impossible to go. through and examine 
everyone it would be unusual, and it 
would take time unnecessarily to do it. 


Q.—What do you do in order to check 
that ? A.—I call indiscriminately for a 
number of them, just taking the num- 
bers of the bonds and asking for the 
production of this particular instru- 
and so on, examine them carefully and 
see that the instrument securing the 
loan is all right, that he policy is there, 
and properly assigned, upon which the 
loan is made, and check that with the 
items of the loan in the policy loan 
register. Then as a rule having taken a 
number that way indiscriminately, I 
take a list and take one whole continu- 
ous page, one after another, and if I 
find that not only those that were pick- 
ed out indiscriminately are accurate, 
but also the total of the one _ page, 
taking one after the other, are accur- 
ate, I assume that he rest are equally 
so. 


Q.—Then if you find anything inac- 
curate what do you do? A.—What I 
would do if I found two or three inac- 
curate, I should think I would go over 
the whole of the list and see how many 
inaccurate ones there were in it, and 
make a correction in the statement if 
they amounted to anything material. 

Q.—Have you ever found anything in- 
accurate with the loans on policies ? 
A.—On one occasion. 


Q.—What occasion was that. ? A.—Oh, 
it is some years ago, and I think a single 
policy loan. The loan paper and con- 
tract was there all right, the policy 
was there, but the policy had lapsed; 
there was no security; it was only for 
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a small amount, but it was a single 
policy loan. That is ten or twelve years 
ago. 

Q.—And with that exception have the 
returns with regard to loans on policies, 
so far as you check them in the way 
you have indicated—have they always 
been right ? A.—Always been right. 

Q.—So you think you can fairly say 
there is very little to be corrected in 
that regard ? A.—Yes, I feel quite safe 
in saying that. 

Q.—Then is there anything else that 
you do on your inspection ? A.—Well, 
except as to the real estate. 

Q.—What do you do with regard to 
real estate ? A.—Of course in real es- 
tate as in everything else a schedule is 
made of the various items. I compare 
the values as given in the schedule with 
the company’s books. Where the pro- 
perty is rented I ascertain the rent or 
the income from that particular pro- 
perty, and also the expenditure, see 
what the net income is, and what rate 
it is paying, and so on. 

Q.—Then you check the real estate 
just in that way. To what extent do 
you ascertain whether the amount in 
the book is the true value of the real 
estate ? A.—As a rule we have not made 
any attempt to ascertain that. It is 
the original valuation. When the mort- 
gage is made it shows the value of 
the property. Then of course the value 
holds good if the valuation was good 
when it became real estate. 


Q.—You are talking about real estate 
that has been acquired by foreclosure 
of mortgae ? A.—Yes. 

Q.—And then how do you find +he 
value of those parcels of land - carried 
forward by the company ? A.—They are 
largely entered in the real estate ac- 
count as at the amount held against 
them at the time they acquired them— 
that is at the time of the foreclosure — 
at the time they got in the equity. 
' There are some exceptions to that. In 
some companies they do not add any 
of the interest, and in some companies 
they have a valuation made of the pro- 
perty at the time of the foreclosure to 
show what it actually is worth. That 
sometimes results in writing up a little 
or writing down a little. 

Q.—Then do you require the company 
to do anything in that regard, or do you 
take whatever they present to you? 
A.—I have on certain occasions asked 
that it should be done. 


Q.—Can you give us some instances of 
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when you did it, and the occasion? A.— 
I have not always been successful in 
getting valuations that I have asked for. 

Q.—What are you referring to now ? 
A.—Well, I do not know that I can 
specify a particular instance, but it has 
been a common thing for me to say, 
in going over the real estate, now, I 
would like you to show me a valuation 
of that property, and sometimes they 
say I will get it for you, sometimes they 
do not. I have no power to require 
them to get it so far as I can ascer- 
tain, and so unless they furnish it there 
it rests. 

(.—You think that under the Act ~ 
there is no provision in the Act that 
empowers you to require the company 
to give you some evidence of what that 
property is worth? A.—I have been able 
to find none in it so far, and as I under- 
stand it, there is no authority, ‘There 
is one case with regard to the value of 
real estate where I have myself pro- 
eured valuations, cases of that’ kind 
where a company has purchased a build- 
ing and after the purchase have added 
to the price of it on the assumption that 
they have made a remarkably good bar- 
gain, and wrote it up as we call it. On 
every occasion of that kind I have pro- 
cured myself a separate valuation of the 
property, and in such cases as that if 
the value which I have procured bears 
out the figures they have put upon the 
property as written up it is so entered in 
the statement, but otherwise it is writ- 
ten down to the amount which the valu- 
ator places upon it, 

Q.—TIo the amount at which you 
have procured an independent valuation? 
A.—Yes. 

Q.—You mean as appointed by your- 
self? A.——Yes. 

Q.—And that he had valued the prop- 
erty. Now on what occasion did you 
do that? What particular circum- 
stances would call upon you to do that? 


‘A.—Well, two or three occasions arose 


Jast year in the city of Toronto, Shall 
I specify the occasions? 

Q.—Yes, I think so? A.—The Nation- 
al Life purchased a building on the cor- 
ner of ‘Toronto and Adelaide streets; 
the old Trust and Loan Building. After 
the purchase of it they added some— 
J have forgotten the figures—$25,000 or 
$30,000 to the price paid, and so entered 
entered it in their statement. I obtain- 
ed the valuation of two valuators in the 
City of Toronto, and they placed .a 
lower value upon it than the company 
had placed upon it, and so the amount 
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was reduced to the valuation placed 
upon it by the valuators whom I em- 
ployed. 

(.—That was done then with the ap- 
proval of the company? They agreed 
with you then? A.—Well, in a way they 
still thought the higher figure ought to 
have been placed upon it, but when |] 
inserted the other figures in the state- 
ment they did not dissent. They 
practically submitted to them. 

—That was done by you because of 
the amount of the increase, I suppose? 
A —Yes, exactly, on account of the writ- 
ing up. 

iesdcanct you thought there might 
be some question about such a writing 
up as that? A—Prima facie property 
is not worth any more than paid for it 
as a Tule, and it is necessary to establish 
the fact by some valuation if a higher 
value is placed on it. 

Mr, Langmuir: Had they made any 
alteration in the \buildings? A,—Oh, 
yes. 
Q.—Spent a good deal of money? A. 
—Yes, but even taking into account the 


money spent on it, it was still written 


up. 
Mr. Tilley: If you have any other 
somewhat similar cases in your mind 
what was the character of the others? 
A—tThere were two other cases very 
similar, the Home L.fe Building on Vic- 
toria street, corner of Adelaide, that 
was one, and the other was the Excel- 
sior life Building on the same street, 
Victoria street. These three buildings 
were all very close together, and they 
were all valued, Now I think in the 
case of the Excelsior Life Building the 
value placed upon it by the valuator 
was quite equal to the amount placed 
upon it by the company, In the case 
of the Home Life it was considerably 
smaller, and the reduced figures are the 
ymount that appear in the report. 
Q.—So that all the cases o1 that kind 
would be of that character? A,—Yes, 


Q.—Where the increase was so much 
you thought you were not warranted in 
passing it. without an independent in- 

GuTy ie A Yes, 
~  Q.—Then other than questions of that 
nature arising, have there been any 
questions arising between you and the 
companies as to the real estate? A.—I 
have from time to time said to the 
companies that I would like to see the 
value at which they hold their head 
office buildings reduced; it appeared to 
me they were placed too high, 
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Q.—And what was the result of your 
complaint in that regard A.—-One com- 
pany procured valuations on the build- 
ings, The valuations bore out the value 
thely had put upon them, and in one 
other case where | had the buildings 
valued the valuator, placed a lower value 
upon them than they: were carried in the 
books, ‘Che company, however, declined 
to accept the figures, but rather pro- 
duced another valuation to show that 
their value was not out of the way, and 
so the general result was it had to re- 
main in the statement as returned by 
the company. 

Mr, Langmuir: That is the case of 
real estate when it becomes real estate 
by mortgage default, or otherwise. or 
by a purchase of the property, but 
when you come across a large mortgage 
presented to you, we will say for $100,- 
000, do you ever look at the property? 
I do not mean when the mortgage is 
matured, or anything of that kind, but 
when it is presented to you as an assets 
of the insurance company, do you ever 
look at the property to see whether 
that is a large amount that has been 
loaned on it, or check it in any way 
by valuation? A.—If there has been no 
different rule with regard to the large 
or the small mortgages, because the 
valuation in the case of a large mort- 
gage will as a rule be just about double 
the amount foanea, and always in the 
case of these large loans it will be found 
that there are buildings upon the prop- 
erty, and always insured to just abour 
the amount of the loan, or sometimes | 
more, 

Mr. Tilley: I understood from you 
that in the case of all mortgages, both 
large and small, you required a valua- 
tion? A.—Oh, yes, in every: case. 

Judge MacTavish: That is the produc- 
tion of the valuations? 

Mr, Tilley: Yes. The production of 
the valuations made at the time the 
loan was put through? A.—yYes. 


Q.—You require that to be produced 

to you along with the mortgage? A.— 
With the mortgage, 
_ Q—So that while you do not take an 
independent value of the property you 
always had when you first inspected the 
mortgage, the opinion of some person 
as to the value? A.—Yes. 


Q.—And on that you acted? A,—Yes. 


Q.—In the case of companies having 
large buildings on the real estate, have 
you ever adopted any system of 
writing down values from year to year 
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for depreciation of building, or any de- 
duction of that nature? A.—The com- 
panies themselves usually write down 
for depreciation, but that again is one 
of the cases, in which, so far as I am 
aware, I have no authority to write 
down. The money is actually gone into 
the building. The money is actually 
spent. So much spent in one form or 
another. And that is sworn to as the 
valuation, and so far as I know I have 
no authority to write it down. 

Q.—That is to say, if the company 
does it, it is all right, you have never 
yet insisted on any writing down? A.— 
I never have. 

Q.—Of any building. Then you prob- 
ably have not made any inspection of 
buildings to see whether there should be 
anything written off from real estate 
account? <A.—Well, the only way an 
inspection for that purpose could be 
hae would be by some competent valu- 
ator. 


Q.—You would not feel yourself com- 
petent to deal with that? A.—Oh, no, 
not by any means, and it will be found 
that the opinions of valuators are very 
wide. 

Mr. Langmuir: What I am going to 
ask you now may probably come within 
the purchase of securities, and not the 
examination by the superintendent. I 
notice in the rules on page 30 that you 
called attention to, that on your recom- 
mendation the board, on the report of 
the superintendent, directed as follows: 
Canadian municipal securities, Montreal 
harbor bonds, Canadian Pacific, and so 
on, and United States securities. What 
is the meaning of United States secur- 
ities? A.—TI think, sir, you have left 
a word out there—United States State 
securities. 


Q.—You are right. That means the 
securities of the United States, or of 
State securities in the Union? A.— 
To take an example, we have some 


bonds of the State of Massachusetts. . 


That is a class. 

Q.—But you have no reference there 
to other than State securities? A.— 
State securities, 

Q.—No industrials ? 
State securities. 

Mr. Kent: We can imagine an entry 
say on the 5th January, cash received 
for stocks or bonds, say $50,000. There 
is nothing in your inspection that would 
prevent that from being carried forward 
as cash, and a similar charge to any 
account, salaries, commissions or any- 
thing ; if you only examined the re- 
ceipt of the cash, and take that as satis- 
factory, there is nothing that would 


A.—Oh, no. 


Fitzgerald Ex’d. 


prevent a bogus entry from being made 
in the cash book ? A.—Well, sir, J 
must admit if the books are falsified it 
is quite possible to falsify them, and we 
would not detect it. 

Mr. Tilley: You do not audit the 
books? A.—No. 

Q.—If the books are bogus, then your 
inspection is futile? A.—Yes, to the 
extent that the books are bogus. We 
have no means of detecting false en- 
tries or falsification. 

Q.—Then, speaking of salaries, re- 
minds me of this: There was some re- 
quest made to the companies to furnish 
lists of all salaried persons connected 
with the different companies having a 
salary over a certain amount? A.— 
There was, yes. 

Q.—Have the companies furnished 
those statements? A.—Quite a num- 
ber of them have, and some have not. 

Q.—I suppose we could have that to- 
morrow? A.—I will bring the whole 
of them—all of the replies I have re- 
ceived. 

Q.—And probably the form of the re- 
quest sent?  A.—Yes, we will furnish 
you with the request. 

Mr. Tilley : Shall we adjourn now? 

Mr. Shepley: Perhaps it would be a 
convenient time. 

Judge MacTavish: Perhaps we had 
better discuss the question of hours for 
future sittings. I would like to hear 
what Mr. Shepley thas to say about 
that. 

Mr. Shepley: My personal wish 
would be for a sitting commencing at 
ten in the morning, lasting until one, 
and commencing at two in the after- 
noon and lasting until four. That 
would be five hours’ sitting each day. 
When the<Commission is in full swing 
I quite apprehend my learned friend and 
myself will want the hours after four 
o’clock to be ready to keep the Com- 
mission going on the next day. Those 
are the hours I suggest. 

Mr. Hellmuth: I do not know that 
the hours that my learned friend Mr. 
Shepley suggests are at all unreasonable 
in view of the material that will have 
to be got ready in the meantime, but if 
the Commission could give some idea of 
the days at all events of this week they 
will sit it would be a great convenience 
to many of the counsel engaged in the 
matter. I assume from what has been 
said you intend to sit to-morrow. 

Judge MacTavish : Oh, yes. 


Mr. Hellmuth: And do you propose 
to sit on Friday, too? 
Judge MacTavish : I think so. 
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Mr. Hellmuth: You will not sit on 
Saturday, I suppose ? 

Judge MacTavish ; I think not. 

Mr. Lebeuf: Not for the first week. 
I agree with the hours suggested. They 
will suit me. They are the general 
hours of courts. 

Judge MacTavish : The Commissioners 
would like to meet as far as possible 
the convenience of the parties interest- 
ed in that regard. We quite appreciate 
the position of counsel desiring some 
time to prepare for to-morrow’s work 
when there is to be a to-morrow of 
work. Four o’clock seems to be a 
reasonable hour for adjournment in or- 
der to prepare for the next day’s work. 
Then perhaps we had better say that 
these hours will be observed in the 
meantime, that is, from ten in the morn- 
ing until one, an adjournment then 
for an hour, and from two until four. 

Mr. Hellmuth : Would you make an 
announcement with reference to next 
Saturday ? 

Judge MacTavish : I think we will not 
sit on Saturday. What do you say 
about Monday ? 

Mr. Shepley.: This is, of course, en- 
tirely personal to myself. I was very 
much surprised to hear there was no 
day train from Toronto here on Sun- 
day. 

Judge MacTavish: In the meantime 
it is understood that we will not hold a 
sitting on Saturday of this week. 

Mr. Lebeuf: And we will see later 
on as to Monday. 

Judge MacTavish: Yes. 

Mr. Shepley: I can be here on Mon- 
day. 

(Adjournment 4 p.m. until 10 a.m. to- 
morrow.) 


FOURTH DAY. 
March 15th, 1906, 10 a.m, 


Examination of Mr. Fitzgerald, resum- 
ed by Mr. Tilley: 


Q.—There was some information that 
you were to get for us yesterday, Have 
you it with you? A.—The first thing 
I was to produce was a copy of an ab- 
stract. That is the one issued for the 
balance of 1894, issued last year. The 
one now in the hands of the printer 
will be similar, only considerably larger. 

Q.—The year ending December 31st, 
19047 A.—Yes. 
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Q.—It is not necessary to mark that. 
It is an official document, Then, I was 
asked for the names of the trustees of 
the several companies which have trust 
deeds, What does that show? The 
Equitable Life Assurance Society, Sir 
Richard J. Cartwright, William Harty, 
and Wallace Nesbitt; London and Lan- 
cashire Life Insurance Company, Stike- 
men. So that some of these companies 
I see have three trustees, and others 
two. A.—That is the case. Two was 
the minimum number under the Statute, 
There must be two, but there may be 
three. Now will you give me the form 
of deed? Did you say you had one? A. 
—Yes, there are two forms, These are 
original documents, That is the first 
one. This is of the London and Lan- 
cash Life, made in 1882. This is the 
original draft with the approval of the 
then Minister of ‘Finance upon it, Sir 
Leonard Tilley. 

@.—Then what is the other one? A. 
—Here is a later one of the New York 
Life, in 1891. This is a draft as ap- 
proved by the Department of Justice. 

Q.—Do these two forms show the 
terms and conditions that are in all the 
trust deeds? A,—Well, practically. 
There are slight variations, but they 
are substantially as shown by these 
two drafts. 


Q.—The earlier one showing the form 
originally used, and the later one of 
1891, showing the latest form adopted. 
A,—Yes, (Exhibits 7 and 8.) Exhibit 7 
is trust deed under which securities of 
foreign companies are held. Exhibit 8 
is form of trust deed under which se- 
curities of foreign companies are held. 

Q.—Then what is the next thing you 
have brought with you? A.—I was asked 
for the additional deposits called for 
from the foreign companies, companies 
other than Canadian, I have had it 
prepared, for those issued in J905. J 
have not gone. beyond that, but, of 
course, if required, it can be prepared, 
but with the limited time at our dis- 
posal I thought that for one year it 
would be sufficient to illustrate. 


Q.—Then that list must cover almost 
every foreign company? A,—Pretty near- 
ly. There isscarcely one whose liabilities 
during the year does not increase, and 
whenever the liabilities inerease the de- 
posit must necessarily increase. 

Q.—Then this statement does not pro- 
fess to be a statement of what you de- 
manded of them, but what they volun- 
tarily paid? A.—Oh, no, this was de- 
manded; these are the figures demanded, 
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Q.—The company wait until iyou de- 
many? A.—Always wait. When J say 
always, not always. Occasionally they 
make an advance deposit, knowing a de- 
posit is going to be required; a com- 
pany will deposit; a certain amount of 
securities, 


Q.—And then wait to see whether 
that is sufficient? A.—To see whether 
it is sufficient or not, 


Q.—Then while on that subject you 
were to ascertain yesterday whether 
any Canadian company had ever been 
called on to make good a deficiency of 
assets? A.—No. I have had a pretty 
thorough search from the organization 
of the Department, and I cannot find 
that a Canadian company was ever 
asked to make good a deficiency of as- 
sets. Now I want to make a remark 
with reference to that. That is entire- 
ly accurate speaking with reference to 
what may be called the old line or 
legal reserve companies, In the case, 
however, of one assessment company 
which practically went out of business, 
one of the reasons being that the as- 
sets were less than the liabilities at 
the particular time. That company 
ceased to do business in 1898. 


Q.—So that that company apparently 
was closing up its business for that very 
reason, and it passed out of existence? 
A.—No, it was not closing up its busi- 
ness, but it. was asked to close up its 
business by the Department. 


Q.—So that on account of the shrink- 
age of assets against liabilities, that 
company was called upon to conduct its 
business differently or lose its license? 
A,—That was one of several reasons. 


Q.—Then that is the only company 
the Department has ever been required 
to bring to time by reason of the as- 
sets not being up to the liabilities—the 
only Canadian company? A,—That is 
the only Canadian company, 


Q.—So far as the returns sent in to 
your Department, and the inspection 
made from time to time, they have al- 
ways appeared, so far as your Depart- 
ment is concerned, to show assets equal 
to their liabilities? A—Yes. A num- 
ber of Canadian companies have, of 
course, gone out of business in one 
way or another. 


Q.—But so long as they were in busi- 
ness? A,-—Yes. 


Q.—So that that section of the Act 
has never been applied except to this 
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one company practically, Then what 
else did you bring with you? A.—I was 
asked then in what cases portions of de- 
posits had been returned, I ‘have a list 
of them here. ‘There are only three of 
»them that related to life insurance com- 
panies, ‘There are four I see. 


Q.—We only want the life insurance 
companies. Probably you will read 
what you have that would relate to life 
insurance companies? A,—On the 30th 
September, 1902, $7,349.99 was released 
the Aetna Life Insurance Company, The 
deposit of the company at that time 
was about $60,000 in excess of the 
amount which the Statute required. 

In 1903, 30th March, $13,970 was re- 
leased to the Manufacturers’ Life Insur- 
ance Company. The deposit amounted 
to $192,852 at the time, and the statu- 
tory requirement was $50,000. 


On the 3rd December, or in December, 
1903, $3,083.49 was released to the Im- 
perial Life. That company’s deposit is 
about, 1 think, $225,000, still, so that it 
was more than four times the amount 
which the statute required. 


@.—Is that all? A.—These are the 
only life companies, The remaining one 
18 a fire company. i; 

Q.—And those are all the deposits 
that have ever been released by the 
Department in the case of life compan- 
les? A.—In the case of life com- 
panies. The question was under 
a particular clause of the Act, 
Any release of deposits where they were 
not necessary to be held. That is an 
answer to the question which was asked. 

Q.—That comes under the section of 
the Act that says where they paid in 
more than the deposit required? A— 
It is under subsection 5 of section 8, 


Q.—And these are all the returns made 
under subsection 5 of section 8? A.— 
Yes, that is the way to put it. 


Q.—And in. these cases there was no 
Special correspondence, I suppose, or 
no special discussion between you and 
the company as to their right as to 
their policyholders being sufficiently 
protected otherwise? A.—Oh, no, be- 
cause these are only trifling amounts 
after all, and as I recollect it it was 
usually _because the company at the 
time was unable to obtain a suitable 
deposit to replace it. Where the bonds 
had matured they were to be paid off. 
T think that certainly was the case of 
the Imperial. I believe it was also 
the case, although IT do not speak with 
certainty in the matter of the Aetna 
Life. 
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Q.—That is to say, the security ma- 


tured? A.—Yes. 
Q.—And the company had to take the 
money? A.—Yes, 


Q.—And had no security to deposit 
with you of the particular class that’ 
you were accepting? A.—Yes. 

Q.—So that you just released it in 
that way? A.—Yes, as we had more 
than required anyway. 


Q.—Then what next did you produte? 
A.—I was asked as to the recent circu- 
Jar sent out calling for the salaries of 
officers of life companies. There were 
two forms. This was sent to Canadian 
companies and this was sent to com- 
panies other than Canadian, with it 
there is a copy of the schedule attached 
to each circular letter, and here are 
the answers I have received. These are 
original letters—original answers. 

@.—Then are the schedules filled up 
and inciuded here where that was done? 
A.—Some of them are and some not. 
Some of them declined for one reason, 
or another to give the information. One 
came in this morning, the last one at- 
tached there, but there is a certain 
amount of information shown there in 
these letters. 

Q.—Then the letter that you wrote 
to these companies—I will read that so 


that the board will see the form of tho 
letter : 


“By direction of the Honorable the 
Minister of Finance I have the honor 
to request that you will be good 
enough to furnish me with a schedule 
giving the name of each of the direc- 
tors. officers and agents of the above 
mentioned company, whose remuner- 
ation from the company for the year 
1905, exclusive of travelling and other 
incidental expenses, was equal to or in 
excess of $2,000, specifying the amounts 
chargeable under each of the several 
headings of fees, salary, commission, 
ete., which in the case of each such 
director, officer or agent make up his 
whole remuneration. Kindly state also 
separately the sum paid to each for 
travelling or other incidental expenses. 
The schedule may be conveniently made 
in the form hereto annexed. 


“The Minister is aware that such a 
return is not required by the Statute. 
but in view of the current diseussions 
of insurance questions he thinks the 
nublication of the information in the of- 
ficial report would serve a useful pur- 
pose. 


“T have the honor to be, sir, your 
obedient servant, 
“Superintendent of Insurance.” 
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Then the same schedule was attached 
to each letter? A—Yes. The only 
difference in the second letter from the 
first is in the last clause, or almost the 
last clause. “The schedule may be con- 
veniently made in the form hereto an- 
nexed, and should include under separ- 
ate headings the remuneration of _of- 
ficials of the company resident in Can- 
ada in respect of its Canadian business, 
and likewise that of officials of the 
home office in respect of its general busi- 
ness.” That is practically the only 
difference? A—That is the only dif 
ference between the circulars. (Ex- 
hibit 10.) 

Judge MacTavish: You have not 
heard from all the Canadian companies? 
A.—We have had an acknowledgment, 
I think, in one form or another from 
every company, some saying they have 
transferred it to their head office. but 
full replies to the questions have not 
beeen received from all of them. 

Mr. Tilley : Then I do not know that 
the board would care to hear all these 
letters read, but can you say by going . 
over the file, of course, such as pro- 
duced, and which can be further exam- 
ined later if necessary, what companies 
have completed that schedule? The 
letter was sent out of what date ? A. 
—The letter was dated 13th of Febru- 
ary, 1906. 

Q.—And was it sent out to all the 
companies on that date? A.—Well, no. 
there were some of them that did not 
go out until two or three davs later. 

Q.—They would be all out by the 17th 
or 18th? A.—Two or three to the as- 
sessment companies, IT think, did not go 
out until probably the 20th. I do not 
remember the date precisely. 

Q.—But the straight life companies ; 
they all went out on the 13th? A.— 
Yes, within two or three days after that 
at all events. 

The Roval Victoria was the first one 
that furnished the information. 

Q.—Then probably the information 
might be put in in the form of a table, 
or a synopsis can be given? A.—I 
would rather you would not separate 
it, because it is a portion of my 
original correspondence. 

Q.—If you will just give us the names 
of the companies that sent in the re- 
turn? A.—The Royal Victoria. 

Mr, Langmuir: That is complete ? 

Mr. Tilley : Yes. 

Witness : The London Life, the Home 
Life. the National Life of Canada, the 
Central Life, the Excelsior Life, the 
Mutual Life of Canada, the Union Mu- 
tual, Portland, Maine; the North- 
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ern Life, the Imperial Life. That only 
gives the head office salaries, I refer 
to the Imperial Life. Reasons are given 
in the letter which accompany it why 
the others were not given, Then this 
is the Commercial Travellers. It is not 
necessary that it should be sent at «ail, 
because they are all away below $2,000. 
Then the Union Life Assurance Company 
of Toronto. This contains a qualifica- 
tion. Quite a few of them have objected 
to having the information made public, 
and this is one of them, The Ancient 
Order of Foresters have replied saying 
that no one is in recepit of a salary 
equal to $2,000 

Then from the Manufacturers’ Life 
giving the head office salaries, but not 
the salaries of the agents. Then the 
Catholic Mutual Benefit Association, in 
this schedule I have before me was the 
Mutual Life. Inadvertently one name 
was omitted from the previous schedule, 
and it is added to this one. Then the 
Federal Life and the Continental Life, 
that is all. 

Judge MacTavish: I thought you men- 
tioned the Central Life A.—Yes, the 
Central Life 

Mr. Langmuir: Where is that? A.— 
In Toronto. 

Judge (MacTavish: That would be a 
Provincial company? A.—It is. 


Q.—It is not in the list of companies? 
A.—It would not be in the original list, 
It obtained a license in the year 1905, 
Phat accounts for it not being in the 
list which I read yesterday, 


Judge MacTavish: One other name 
you have given now is not in the list— 
the Union Mutual of Portland, Maine? 
A,—I gave that yesterday. 


Q.—Was that called the Union Mutual 
Life Insurance Company? A.—It is the 
Same company. ‘The head office is at 
Portland, Maine. 


Mr, Tilley: Then have any companies 
refused to give the information, and if 
so, what ones? A.—The one which I 
have in mind is the Standard, I think 
practically the London and Lancashire 
Life may be included as practically a 
refusal. This is a letter from the Stand- 
ard Life Assurance Company. 


Q.—On what ground do they put their 
refusal? A.—Shall I read the letter? 


Q.—yYes, A.—It is dated 19th Febru: 
ary. It is dated at Montreal: 


“Sir: 


‘“‘T have the honor to acknowledge 
receipt of your communication of the 
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16th instant, requesting me to furnish 
you with the names of the directors 
officers and agents of this company, with 
the remuneration each one received. 


“T regret that I cannot see my way ta 
furnish this information not called ior 
by law, and I beg humbly to express my 
dissent from the views of the Honorable 
the Minister of Finance, that such in- 
formation would serve a useful purpose. 
So far as the company which I have the 
honor to represent in Canada is con- 
cerned, I beg to say that it is a propri- 
etary office, accountable to the partners 
for the salaries and other expenses of 
those they employ, The company has 
always been willing to furnish any 
legitimate information called for by 
this Government, and continues to do 
so, as is evidenced by the returns an- 
nually furnished to the Canadian Gov- 
ernment, which returns furnishes the 
amount expended in salaries, travelling 
expenses, medica] fees, taxes, and com- 
missions paid to agents more or less in 
detail, but when it comes to a demand 
on the part of the public to know the 
salary paid to any one official I con- 
sider. that it is interfering in the in- 
ternal management of a business which 
belongs to the partners alone. Speaking 
further on behalf of my own company, 
IT would point out the ratio of expense 
incurred in the procuring of business is 
particularly favorable compared with 
any other company doing business in 
Canada—Canadian, American or British, 
the rate last year of expenses of man- 
agement to premium income being 19,24 
per cent. 

“T would further point out that the 
Canadian Government requires us to 
lodge with the Receiver-General assets of 
unquestionable character sufficient to 
cover all our liabilities. 

“I see no more reason why the public 
should know the salaries paid to the 
officials of this company than that they 
should know the salaries paid to the of- 
ficials of the banks. Following such a 
demand as is made to its reasonable con- 
elusion, it would be even more useful to 
ask what the individuals do with the 
salaries they receive for the work they 
are employed to do. 

“T beg to offer my apologies for being 
eompelled to differ from the Honorable 
Minister, but I have no doubt he will 
value an expression of opinion on the 
subject in preference to plainly submit- 
ting to an outcry by the public over the 
misapplication of funds by American in- 
stitutions. 
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“Furthermore, the cost of collecting 
the information asked and publishing it 
would be considerable, and I would offer 
my objection to any portion of such 
expense being levied on this company, 


“T have the honor to be, sir, 
“Your obedient servant, 


“G. M. McGoun, 
“Manager for Canada,” 


Q.—That is the Standard Life? A.— 
And the other is the London and Lan- 
cashire, 

Q.—The London and Lancashire, I un- 
derstand, was not an absolute denial? 
A.—It is a very short letter. I will read 
it, It is dated 19th February : 

“Sir: 

“Your letter of the 16th instant re- 
specting the income of officials connected 
with this company, together with form 
of schedule, duly received. 


“Personally, I have no desire to with- 
hold information which is deemed by 
the Department to be of practical value 
and importance, provided there is not 
any discrimination intended or per- 
mitted, not only having regard to the 
conduct of the business of life insurance, 
in which I happen to be engaged, but 
made to apply equally to all other finan. 
cial institutions in which the publie a 
large is interested, and a creditor, such 
as banks, trust and loan companies 
building societies, and the other branches 
of the insurance business, I am not, 
however, in a position to furnish you 
with information respecting the head 
office officials in London, who, having 
fully conformed to the requirements 
of the Statutes in respect of the con- 
duct of business jin Canada will 
acquiesce when our Statutes are amend- 
ed, and they are convinced that a use- 
ful purpose will be served, 


“Yours obediently,. 


“B. Hal Brown, 
“Canadian Manager.” 


Q.—You have heard, have you, from 
all the other companies? A.—Well I 
think there has been an acknowlede- 
ment from everyone, 3 


Q.—And the other companies have not 
yet sent in the information, but they 
are sending it in, are they? A.—I 
would scarcely like to say they are send- 
Ing it in. Here is one from the Mu- 
tual Reserve, which says it will be sent 
in. 
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Q.—What date is that? A.—This is 
dated 24th of February. I am afraid I 
should have to go through the whole of 
them to be able to state. 


Q.—You have had no refusal from any 
other company than the ones you have 
mentioned, and some of them at any 
rate are promising the information, and 
are preparing it apparently, or getting 
it together? A.—Well, now I prob- 
ably should refer to a letter I have just 
received from the Sun. 


Q.—What is the effect of that letter 
without reading it all? Perhaps you 
had better read it. 


Q.—‘Dear sir,—We have about com- 
pleted the statement of the remuner- 
ation of the officers and agents of this 
company, but before forwarding it beg 
to draw your attention to two points 
in connection therewith: 


“], It has been brought home to 
us very forcibly of late that the publica- 
tion of such a list would create numer- 
ous difficulties in connection with our 
agency staff. At present the different 
men rarely know what their neighbors 
receive, but the publication of the list 
in question will supply that information, 
and there will in all probability be con- 
siderable dissatisfaction created in the 
case of some who find that they are not 
earning as much as others. Human 
nature is human nature, and pressure 
will certainly be brought to bear upon 
us to raise the remuneration of some of 
the lower paid managers more nearly 
to a level with those that happen to 
have earned more. Jealousies and com- 
plications will thus inevitably be created. 
In a large number of cases we pay the 
district manager a commission, which 
covers not merely what he himself is to 
receive, but also that which is to be 
paid to agents and others working un- 
der him, and for office and other ex- 
penses. It is impossible under such 
circumstances to tell how much the dis- 
trict manager in question may have 
been able to retain as his individual 
share. We have, however, endeavored 
to meet your wishes as far as possible in 
this matter, and have obtained special 
returns from our agent, stating what 
their remuneration has actually been. 
Apart from the objection already stated 
to the publishing of these returns, there 
is the other fact that we have been led 
to believe, rightly or wrongly, that a 
number, and perhaps most of the other 
companies, are not giving this informa- 
tion. If you would like the statement 
which we have prepared you are most 
heartily welcome to it. I have alreadv 
shown it to Mr. Blackadar. If, how- 
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ever, our forwarding to you would 
mean that it might be produced before 
the Commission, or otherwise made pub- 
lic, then I hardly think we should be 
called upon to send it. We are very 
willing to comply with any and every 
requirement that applies to all the of- 
fices, but do not think that we should 
be asked to send on a complete list if 
other companies are not sending equally 
complete lists, or have not gone to the 
trouble of getting returns from their 
district managers. 


“Yours faithfully, 


“T. B. Macaulay, 
“Secretary.” 


Some of the other companies who 
have objected to send lists of their 
agents have sent the head office salar- 
ies. This company, however, has not 
done so. That letter just came in this 
morning. I may say that the Canada 
Life has written, promising the informa- 
tion. It is not yet to hand. 


Q.—Then is there anything else that 
you have to say about the special cir- 
cumstance of any other company that 
comes to your mind now, or have you 
pretty well explained the position of 
matters regarding that request and 
eompliance with it? A.—I think there 
is one letter, the letter from the Im- 
perial here, which sets out the ground 
pretty fully, which is taken by several 
of the companies. I had probably bet- 
ter read that of the Imperial. This is 
dated the lst of March, 1904. “Dear 
sir—We beg to hand you schedule ask- 
ed for in your favor of the 13th ultimo 
in respect of the salaries of the officers 
of the Imperial Life. 


“We are not at present in a position 
to furnish the information asked for 
concerning the agents. as we have no 
means of knowing at the head office 
their net income. We have, however, 

communicated with our representatives, 
‘and as soon as we are in possession of 
the particulars desired the same will be 
transmitted to you. 


“We beg respectfully to state that in 
our opinion it would be undesirable to 
publish the information sought, at least 
in so far as companies’ agents are con- 
cerned, for the following, amongst other 
reasons :— 


“1, We fear that it will convey an 
erroneous impression. An _ agent re- 
ceiving a comparatively large remuner- 
ation from commissions may be the 
most inexpensive representative of the 
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company, whereas the impression most 
likely to be taken would be that he was 
being paid beyond what his services 
warranted. In many instances it has 
been determined that paying agents by 
commission is the cheapest way for the 
company to remunerate them, and that 
the greater the income of the agent re- 
munerated on this basis the more satis- 
factory from an expense standpoint is 
the business of the company. 

“2. The publishing of what a com- 
pany pays to its agents would, we fear, 
be placing in the hands of our competi- 
tors information detrimental to our in- 
terests, and would tend to greatly dis- 
turb our own agency system. 


“3. We fear also that the publica- 
tion of the remuneration to agents 
would sause unrest and dissatisfaction 
in the company’s own agency staff, and, 
instead of assisting the company in 
keeping down its expenses, would be 
used as a lever to force the company in- 
to paying greater amounts than the 
business warranted. Jealousies and 
misunderstandings would also un- 
donbtedly arise amongst the various 
members of the company’s agents and 
staff. 

4. It also appears to us that while 
we have no objection whatever to fur- 
nishing the Department with any and 
every information which it may desire, 
it was never contemplated that such in- 
formation as that now asked shvuld te 
made public, and the proposal to do <0, 
is, in our opinion, tantamount to pub- 
lishing to the world those details b- 
tween employer and employee, which we 
understand have always been regarded 
as strictly confidential 

The information asked for in your 
communication, for publication, is not 
published in respect of loan companies, 
banks, fire companies, etc., and it ap- 
pears to us that it is not fair to the in- 
terests of life insurance in general that 
an invidious distinction should be made 
in the case of life insurance. 


Yours very truly, 


F. G. Cox, 
Managing Director.” 


Mr. Tilley: That is a reply that sets 
out the same reasons as many replies 
from other companies? A.—Several are 
to the same effect. 

Q.—Then, does that explain the situ- 
ation as well as it can be with regard 
to that request, and the way the com- 
panies have complied with it? A.—It 
does. All the information I have is 
contained here. 
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Q.—Then, was there any other infor- 
mation that you were to get for us, or 
does that cover it? A.—That covers it. 


Q.—Then, just before leaving that 
matter, you said yesterday that the 
bond and debenture registers of the com- 
panies, their ledgers showing the'r bonds 
and debentures did not show the source 
from which the bonds and debentures 
were received by the company? A.— 
They ¢o not. 

Q.—is that just a general statement, 
or do you know whether there are any 
exceptions to that? Do _ the registers 
show at the top of the page the date 
they are received, the price paid, and 
through whom they were purchased? 
Would you find the broker’s name there, 
for instance? A.—I have no recollec- 
tion of seeing the name of the broker in 
any case where bonds were purchased. 

Q.—Because, it has been said to me 
that the Canada Life show at the top 
of their register pages the sources from 
which the bonds are received by the com- 
pany? A.—Well, it is possible, but I cer- 
tainly have not observed it. I was not 
watching out for that.- If it was there 
I have not noticed it. 


Q.—If that information is shown in 
the register or ledger of that company, 
or any other company, it has not been 
an item that you have paid any atten- 
tion to in making the inspection? A.— 
I have not. 

Q.—You ‘have not concerned yourself 
at all with that matter? A.—No. 

Q.—Then, yesterday we took up sec- 
tions 19 and 20, regarding the annual re- 
turns that are sent in by the different 
companies, and section 20, by subsec- 
tion 4, provides the date at which these 
statements are made up as the 3lst De- 
cember each year. Has there at any 
time been any examination made of the 
books of any company, or any returns 
required from any company during the 
year, as any other date than 3lst 
December? A.—I do not recall any at 
the present time. Even if there is pow- 
er to ask for it. 

@.—I was just asking you for the fact, 
whether in the case of any company there 
ever was a return either required or re- 
quested and made as of any other date 
than of the 3lst December? A.—TI can- 
not recall any at present. 


Q.—Then, between the dates of the 
different statements do you in any way 
check the securities that are in the pos- 
session of the company received and prob- 
ably pass out of their possession before 
your next inspection? A.—That is not 
necessarily done. It arises sometimes 
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in checking the item of income, “profit” 
on sale of securities. It occasionally 
comes in there, where bonds have been 
purchased in the year and sold during 
the year. It would come in in checking 
that item. 

Q.—What item in the return do you 
refer to now? A.—It is in the income. 


Q.—You have the return there right 
beside you in that book folded up. Mr. 
Ross has it there? A.—Yes, this is it. 

Q.—What item have you there? A.— 
It comes in “all other income with de- 
tails.” I see there is not a special item 
printed in this for “profit on sale or se- 
curities,” but it would come under that 
item, “all other income with details.” 
Profit on sale of securities is one that 
would be mentioned there, and in the 
event of such an item appearing in a 
statement it might be necessary in 
checking that item to ascertain whether 
there had been any purchase or sales 
during the year of stocks in that way. 

Q.—That is to say, if you found under 
that heading a profit on the sale of some 
securities, some bonds or debentures, 
then you would have to check that to 
see what the transaction was? A.— 
Yes. 

Q.—But now, supposing there was a 
loan made on some security not author- 
ized by the Act at all, is there anything 
in your inspection that would discover 
that? A.—And had gone off before the 
end of the year? 

Q.—That is a loan made and repaid be- 
fore the end of the year? A.—It would 
searcely, I thing be examined. Still, 
Mr. Blackadar will be able to give you 
direct information upon that point. 


Q.—We will ask him about that. I 
was wating to know what you under- 
stood would be the case? A.—I do not 
take it that that would be one of the 
things that we would be expected to in- 
quire into, unless under the cireumstan- 
ces I have just mentioned. 


Q.—Unless under the circumstances 
you have just mentioned, so that the 
knowledge that the statement is to be 
made as of the 3lst of December in any 
year, it is conceivable of course, that 
on the 30th, for instance, a transaction 
might be put through, which would en- 
tirely make in impossible for you to 
discover whether some improper trans- 
action had taken place or not? A.— 
Well, a careful watch is always kept for 
any transaction near the end of the 
year. 

Q.—Then, to what extent.do you look 
for transactions near to the end of the 
year, and how do you do it? A.—Well, 
one way is by watching the entries in 
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the cash book. Say, going back for a 
the whole of the month of December to 
see what the nature of the transactions 
are there, and then taking the cash book 
in January and seeing if any of the items 
were reversed. By watching the ac- 
count and the bank pass book, and see- 
ing the nature of the transaction put 
through there, and of course the jour- 
nal entries—the journal entries for 
the month of December. 


Q.—Then do you go back over and 
check these things? A.—Yes, if there is 
anything— 


Q.—Are you showing how it might ve 
checked in some way, or are you stat- 
ing what is the rule of your Depart- 
ment? A.—That is the rule of the De- 
partment, If anything suspicous appears 
during the period that I have just men- 
tioned it is investigated closely to see 
exactly what it was. 


Q.—During what period are you re- 
ferring to? AI am gpeaking of com- 


mencing generally with the whole vf 


the month of December. 


Q.—Then it is an instruction to who- 
ever does the inspecting of the Depart- 
ment, that they shall go back during the 
month of December, and see whether 
they can find anything that looks sus- 
picious? A.—Yes, and if there is any- 
thing that looks suspicious, then it is 
looked up and ascertained expressly 
what it is 


Q.—Will you tell me just anything 
else that you could do or anything bet- 
ter that you could do than look at the 
cash ibook and the journal entries for the 
month of December, and I think you 
also said the month of January, do you? 
A.—Yes, to see if there are entries re- 
versed 


Q.—Does that constitute the whole of 
that sort of checking that is done? A. 
--I suppose it would be’ possible to go 
through the book—the whole of it. 


Q.—I am asking you what is done? 
A.—What I am telling you is what is 
done. I do not think in practice an ex- 
amination is made farther back than 
the Ist of December. 


Q.—Then do you say in practice it is 
always made back to the Ist of Decem- 
ber? A.—I think it is, 


().—Of course that would be Mr. 
Blackadar’s work more than yours? A. 
—He can speak particularly of that, be- 
cause he has done that portion of the 
work. 
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Q.—Can you tell me of any case where 
you have ever discovered anything im- 
proper by any company that is not. 
shown in the annual return itself of 
that nature? A.—Well, I think T have 
a recollection of cases of the kind, Going 
back quite a number of years, probably 
16 or 17 years, I remember a case where 
some time in December, about the 30th 
December, the bank pass book showed 
a very large amount as deposited early 
in January, or within the first week 
of January say; the bank pass book 
showed again that practically that en- 
try had been reversed, it was charged 
back, credited with the deposit, and al- 
most the identical amount charged back, 
T was led to inquire what that was, I 
discovered it to be this: A whole bundle 
of premium notes had been taken by 
the company, put into the bank as cash, 
had been marked as a deposit in the 
pass book, and the same amount charged 
back a little later on, so that it was 
an incorrect and untrue return as show- 
ing that the company had that much 
cash when it in reality only had a 
bundle of premium notes, 


Q.—Then how many years ago was 
that? A.—Ilt must be 16 or 17 years 


ago. 


Q.—From that time to date, have you 
discovered anything else of the same 
nature? A.—Other things have been 
discovered since then. 


Q.—Now, have you discovered any- 
thing of that nature recently in your 
instruction? A.—Of my personal in- 
spections since then I believe I did dis- 
cover something somewhat similar in the 
case of another, Not quite so long ago. 


Q.—How long ago do you mean? A.— 
Well, it might probably be 12 years 
ago. It is only approximate. I cannot 
fix the year entirely. Where a com- 
pany had quite a large ovedraft in 
December, it had also a large large 
number of debentures in its vaults, ap- 
parently did not desire to show the 
overdraft in its statement. It took 
quite a large quantity of its debentures 
to the bank, and nominally sold them 
to the bank for enough money to cover 
the overdraft, That money was put to 
the credit. I do not know whether the 
debentures ever went out of the pos- 
session of the company or not, possibly 
they did, At all events the entry was 
reversed early in January, and the 
actual state of affairs was made to ap- 
pear. That is to say, that the over- 
draft was shown again. 
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Q.—Now is there any other circum- 
stances of a somewhat like nature? A. 
—In the case of my: personal inspection 
these are all that I recall just at the 
moment. 

Q.—These two cases are all that you 
recall in your personal inspection. You 
are distinguishing your own work from 
Mr. Blackadar’s work? A,—Yes, 

Q—Then in the case of Mr. Blacka- 
dar’s work, has any discrepancy of that 
nature, or any improprieties been dis- 
covered that were not strictly matters 
shown in the annual statement in any 
way? A.—I think he will be in a posi- 
tion to tell you of some discoveries he 
has made, but if you would like I would 
rather he would speak of those discov- 
eries himself, because he can speak at 
first hand, while I can only speak at 
second hand. 

Q.—It would be possible to get any 
paper or document there would be re- 
lating to these matters collected so 
that we could look at them and see what 
might be worth bringing here to put 
in evidence? A.—I think that would 
facilitate the matter. 

Q.—Something that would facilitate 
us in getting at really what was the 
trouble? A,—yYes, 

Q.—Then, of course, even what you 
attempted to do in order to prevent any 
impropriety. would not prevent the com- 
pany carrying it out just the same? 
That is not a thorough enough check on 
improprieties if the companies set out 
to transact them? A.—Well, it would 
be found to be a suffickent check with 
regard to that particular kind of im- 
propriety, 


(.—It was sufficient in the cases that 
were discovered at any rate? A.—Yes, 
it was, and also sufficient in any cases 
of that kind which would be likely to 
occur. 


Q.—Of that particular kind A.—yYes, 
because they would not be undertaken 
until towards the end of the year. 


Q.—Unless they knew how far back 
you went usually, the lst of December? 
A.—Well, they never know that. They 
can never be exactly ‘certain. 


Q.—You might take a run back, for 
instance, but that would not, I suppose, 
prevent them at any time during the 
year, so long as the security was not 
carried on the 31st December, lend 


money on a security not authorized 
Beco the Act? A—No, that would 
not. 
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Q—There is nothing so far as you 
know in the way the companies are in- 
spected for the returns they send 
in to prevent the companies at any time 
during the year making a loan on an 
improper security, so long as the loan 
was closed out in-some way by the 31st 
December ? A.—By the 31st December; 
it might very likely escape detection 
with the inspection we are able to give. 


Q.—It would be more apt to escape at- 
tention than to be seen, would it not ? 
A—wWell, that would depend on the 
portion of the year; it it were early 
in the year it would be more probable 
to escape than to be seen. 


Q.—Have you in the case of any com 
pany, at any time gone through all the 
securities that that company held dur- 
ing the year to see whether it always 
has had proper securities and no oth- 
ers in its possession ? A—No, I have 
never made any such examination. 


Q.—Not with respect to any com- 
pany, or with respect to any portion of 
the year except the 3lst December ? 
That is the fact, is it? A.—That is the 
fact. 


Q.—Then that was with reference to 
subsection 4, dealing with the date of 
the annual return. And then subsection 
7 is the section that deals with the date 
when these returns must be filed, and 
you have already told us about that, 
and the way you enforce the penalty in 
case it is not paid, and 21 and 22, and 
so on, deal with these penalties. you 
say, and under subsection 21 the penalty 
of $10 a day for every day’s default in 
filing the statement is uniformly exact- 
ed ? A.—It is exacted. 


Q.—And then I suppose the extreme 
penalty of suspending the license has 
never been inflicted in such a case, be- 
cause the penalty is always paid ? A.— 
Is always paid. 


Q.—Then have there been at any 
time any prosecutions or penalties in- 
curred under section 22 that your de- 
partment have been interested in, or a 
party to? A.—There has been none 
within my time. 

Q.—I am dealing now of course only 
with life insurance companies; I do not 
bother about any other than life? A. 
—No. There are none in which the de- 
partment has ever prosecuted. 

Q.—Are any irregularities in that re- 
gard brought to your attention at any 
time ? A—Occasionally there is, 
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Q.—Occasionally they are brought to 
your attention by whom? A.—By an 
agent of some other company—oh yes. 

Q.—So that sometimes you get com- 
plaints in the Department by an agent 
of one company as to something im- 
proper by somebody ? A.—Some _  un- 
licensed company. 

Q.—And that is what you were refer- 
ring to yesterday when you say that 
you just leave that to the interested 
parties ? A.—That has been the prac- 
tice. 

Q.—That the Department has in prac- 
tice not concerned itself with such mat- 
ters, and do you so inform persons who 
make any such complaint ? A.—I invari- 
ably so tell them. 

Q.—You notify them that the Depart- 
ment does not take up the cases ? A.— 
Does not take up the cases. 

Q.—But leaves to the parties to 
prosecute if they see fit ? A.—Precisely. 

Q.—Could you say how many such 
complaints might be received by you in 
a certain space of time, just to indicate 
in a general way what is covered by 
that section ? A.—Oh, I remember an 
instance two or three years ago, 

Q.—Is it just one instance per year 
or so ? A.—They are not very frequent. 


Q.—Not more than two or three a 
year ? A.—Not in the case of life com- 
panies more than two or three. 


Q.—Just an odd complaint of that. na- 
ture ? A.—Yes. 

Q.—And you leave the enforcement of 
that portion of the Act to private per- 
sons to insist on themselves, or com- 
panies ? A.—Yes. 

Q.—Then section 25 is a section that 
deals with you and your duties? A.— 
Yes. 

Q.—And provides for the report to the 
Minister, and so on, and the salary 
which I see, which would have to be 
included in the schedule sent out if it 
applied. 

Mr, Langmuir: You have _ passed 
away from the examination of the se- 
curities and the method. I was just go- 
ing to ask one question. Have you ever 
asked for any intermediate statement 
of securities dealt with by an insur- 
ance company during the year, or only 
at the 3lst Decmebr ? ATI have never 
asked for an intermediate statement. 


Q.—Would it not be advisable, do you 
think, to have a monthly interim state- 
ment, or a quarterly interim statement 
in order to avoid what Mr. Tilley is 
speaking of, securities that might have 
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been acquired during the year, but closed 
out for the 3lst Decmebr ? A.—I think 
it would be probably desirable to have 
an amendment of the Act requiring a 
schedule showing that all bonds pur- 
chased, and all bonds sold during the 
year were returned. 


Q.—Quite so. A.—TI think that would 
be desirable. 


Mr. Tilley : Would it not be well to 
go farther and have some check, that 
no security has been dealt in, or loaned 
on, except as authorized during the 
whole year ? 


Judge MacTavish : Making it month- 
ly or quarterly ? 


Witness: Oh, well, of course I did 
not intend to limit it simply to bonds. 
I meant securities. 

Mr, Tilley: Do you mean loans as 
well ? A.—It might be made to include 
loans as well. 

Q.—So that so far as you know 
would there be any objection, and would 
it not be a great benefit if all the se- 
curities dealt in by these companies were 
shown every year by the—all the se- 
curities dealt in during the year? A.— 
I should think that the companies would 
have no real objection to it; any com- 
pany that is doing an honest business 
certainly would not, and I imagine that 
it would be valuable. 

Q.—Of course we come later to the 
section about investments. These things 
work in at different points. Then sec- 
tion 4 provides for certain duties as to 
entering up securities, and so on. I sup- 
pose that those are all literally com- 
plied with ? A.—They are complied with. 

Q.—In ‘your Department ? A.—Yes. 


Q.—Any of the provisoins of the Act 
as to the filling out of any form, and 
the making of returns, and so on, are al- 
ways literally complied with ? A.—They 
are complied with. 

Q.—Then the firsé one that is not 
of that. nature is clause D of subsec- 
tion 4, where it says “Visit the head 
office of each company in Canada at 
least once in every year, and examine 
carefully the statements of the condi- 
tions and affairs of each company as re- 
quired under this Act, and report there- 
on to the Minister as to all matters 
requiring his attention and decison. 

Then do you always visit 
every company at least once each 

year? A.—I think there is rarely an 
exception where a company is not visited 
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once every year. I do not know that 
there is any exception, 

Q.—You do not know that there is a 
single exception? A.—No. 

(,—And of course there is nothing to 
add ta what you said yesterday, be- 
cause I think that was covered fully as 
to the time of the year when that visit 
would be made? A,—Yes. 

Q.—It seems to be some years as late 
as September by reason of your other 
duties that you have to attend to? A. 
—That is to say’ my personal visit, but 
a prior visit will 1 suppose in possibly 
every case have been made by Mr. 
Blackadar. ; 

Q.—As I understood you yesterday, 
you said Mr. Blackadar would be there 
probably by the end of May, to every 
company? A.—Through the whole. of 
the work by the end of May, No, not 
usually so soon as that; not by the end 
of May. 

Q.—When is Mr. Blackadar through? 
A.—There are two companies it has 
been found necessary always to examine 
in September or October. ‘These are 
two Winnipeg companies. 

Q.—The names of them? A.—The 
Great West Life and the — 

Q.—Why is that? A.—It takes such 
a long time to go there we could not 
spare the time earlier in the year to 
have it done, 

Q.—tThen neither you nor Mr. Black- 
adar go to the Great West Life Com- 
pany until about when? A.—Until about 
probably October as a rule. 

Q.—Then do both of you go to the 
Great West Life office? A.—No, that 
is only made on one visit. 


().—One of you does the whole work 
there? A.—yYes. 

Q.—Then of necessity does not that 
always throw the inspection of the 
Great West Life returns more or less 
after the blue book has been printed? 
A,—Well, it does practically. 

().—So that the Great West return 
is always too late for the blue book? 
A.—The inspection is always too late for 
the blue book, 


Q.—Then other than that work at 
Winnipeg, when does Mr, Blackadar 
usually finish his work? A.—By the 
30th June. 


Q.—And does he commence to work 


immediately the returns are in, and the 
abstract? A.—Yes. 


©.—He commences immediately then? 
A.—Oh,-yes. I should explain that be- 
fore even the 3lst March. when they 
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are required to be in, there are always 
a few statements in earlier. As soon 
as there are a sufficient number. to make 
it worth while, As a matter of face, 
he has been in Toronto already this 
year about a month, , 
Q.—Then do you and Mr. Blackadar 
generally meet at the office of each com- 
pany before you both finish, or are your 


inspections entirely separate? A,—En- 


tirely separate. We seldom are at the 
same office at the same time; it does 
occasionally so happen. 

Q.—And you say: that possibly, or did 
you say that you were confident you 
could say it had never occurred that a 
company had gone a whole year with- 
out being inspected? A.—I do not think 
a company has ever gone a whole year 
without its being inspected. 

Q.—With a visit both as to the eheck- 
ing of their statement and as to the 
valuing of the securities as you have de- 
scribed it yesterday? A.—Well, it is 
possible that a company may have gone 
one year; one year may have been passed 
over in the examination of the mort- 
gages. 

Q.—That is to say, your part of the 
work? A,—There may have been. 

@.—As to Mr, Blackadar’s work, no 
company has ever been missed a whole 
year? A.—I don’t think so. 


@.—Are you referring now to some 
particular case where you missed it, and 
if it is clear enough in your mind, will 
you tell me the name of the company, 
and the year? A.—I think it was the 
case of the London Life, The securities 
or the mortgages for last year have not 
been examined, that is the 1904 mort- 
gages were not examined in the year 
1904. 

Q.—Then of course now you will not 
exainine them until this year’s return? 
A.—We generally take the two together, 
[ say with reference to that company 
it is an entirely safe transaction to let 
them go. 

Q.—Do you mean to say that the 
dealings of that company are more in 
mortgages? A.—They are very largely 
mortgages. ‘Their principal method of 
investing is on mortgage security, 

Q.—Their securities do not change? 
A.—They do not. 

Q.—As frequently as some of the 
others, and their mortgage loans have 
always been found to be exactly as 
they return them. They in fact claim 
that they have never. yet lost a dollar 
upon a mortgage, ‘They make that 
claim. 
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Q.—Then you say in that particular 
case you have not been there this last 
year, and that is the only case? A.— 
That is the only case that I remember. 


Q.—Then after you have inspected 
them, the report that was referred to in 
clause D, is that the report that gets 
into the blue book. It says here: “Re- 
port thereon to the Minister as to all 
matters requiring his attention and de- 
cision.” Is that the only report you 
make to the Minister? The one that is 
there, or do you make other reports? 
A.—I do not think this report is the 
one that is referred to in that clause. 
I do not think that that is the one. 
“(e) in the next clause is the one re- 
ferred to. 


“Prepare for the Minister, from the 
said statement, an annual report show- 
ing the full particulars of each com- 
pany’s business, together with an an- 
alysis of each branch of insurance, with 
each company’s name, giving items, clas- 
sified from the statements made by each 
company.” A.—That is this report. 


Q.—Then under that clause (d), do 
you ever make any report? A,—If oe- 
casion so requires. These may be, and 
as a rule are, simply verbal reports. 
They are not required to be written re- 
ports, and it would rarely happen that 
a written report would be necessary, 


Q—You regard that subsection as 
merely requiring you to bring to the at- 
tention? A,—To the attention of the 
Minister. anything that needs his  at- 
tention. 


Q.—Anything that you find should be 
reported? A.—Anything that he should 
be told of. 


Q.—And that is done from time to 
time, as the thing occurs? A.—As the 
thing occurs. 


Q.—That you think should be report- 
607) A2—-).68. 


Q.—Then there is clause 5: ‘If the 
superintendent after a careful ex- 
amination into the conditions and af- 
fairs and business of any compayi 
licensed to transact business in 
Canada from the annual or other state- 
ments furnished by such company to the 
Minister, or for any other cause, deems 
it necessary and expedient to make a 
further examination into the affairs of 
‘such company, and so reports to the 
Minister, the Minister may, in his dis- 
cretion, instruct the superintendent to 
visit the office of such company, to 
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thoroughly inspect and examine into all 
its affairs, and make all such further 
Inquiries as are necessary to ascertain 
its condition and ability to meet its en- 
gagements, and whether it has complied 
with all the provisions of this Act ap- 
plicable to its transaction.” A.—Yes. 
Q.—That is a pretty: broad section ? 
A.—It is a pretty broad section. That 
should, however, be read now in con- 
nection with clauses b and c of subsec- 
tion 10, which have been later intro- 
duced and to some extent modify, pos- 
sibly even repeal the others so far as 
life insurance is concerned. 
Q.—Clauses b and ec? A.—Yes, of 
subsection 10—of this same section. 


Q.—Then let us see those b and e. 
Do you mean to say? A.—That they 


Q.—And the ones you are referring 
to now, b and ¢, are part of an amend- 
ment that has been made to the Act? 
A.—Yes, of a later date. 


Q.—That is part of the amendment 
of 99 2 A.—yYes, and if the two are 
inconsistent in any respect the latter 
ones will govern. 


Mr. Langmuir : It is an amendment? 
It is not supplemental to what was 
read? A.—It was a clause inserted. 


Mr. Tilley : Mr. Fitzgerald says that 
amends that section 10, and the way 
it has been amended repeals or affects 
the construction to be placed upon a 
previous one. which was not really 
amended. The other one was. not 
strictly amended? A.—I meant to say 
that clauses b and ec. if there is any 
discrepancy between them, and _ suhsec- 
tion 5 that clauses b and ec would be 
taken to govern. 

Q.—You read them this way: “If it 
appears to the superintendent that the 
liabilities of any Canadian life insurance 
company, including matured claims and 
the full reserve or reinsurance value for 
outstanding policies estimated or com- 
puted on the basis mentioned in the 
next preceding paragraph of this sub- 
section exceeds its assets, he shall report 
the fact to the Treasury Board and the 
Treasury Board after full consideration 
of the matter, and after a reasonable 
time has been given to the company to 
be heard by them may (1) Forthwith 
withdraw the company’s license, or (2) 
upon such terms and conditions as they 
deem proper limit a time not exceeding 
three vears within which such company 
shall make good the deficiency (the com- 
pany’s license being continued in the 
meantime), and upon the company. 
Failure to make good such deficiency 
within the time so limited, its license 
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shall be withdrawn; provided, however, 
that if the company’s liabilities exeeed 
its assecs by 20 per cent. or upwards, 
its license shall be forthwith  with- 
drawn.” 


“For the purpose of carrying out the 
provisions of the next preceding para- 
graph of this subsection, the Treasury 
Board may upon the recommendation of 
the Minister appoint such actuaries, 
valuators or other persons as they 
deem proper to value and appraise the 
company’s liabilities and assets, and re- 
port upon its condition and its ability 
or otherwise to meet its engagements.” 


And then it says:—“The provisions of 
paragraph b of this subsection shall pre- 
vail in any case where there appears to 
be a conflict between it and subsection 
1 of section 10 of this Act.” 


So that section 5, or subsection 5, is 
not specially referred to there? A.— 
Oh, no. 


Q.—And there is nothing there to af- 
fect the full meaning that may be given 
to that subsection, is there? A.— 
Well, it shows the procedure in a. case 
covered by subsection 5. This clause 
shows what is necessary to be done. A 
case such as would arise under subsec- 
tion 5, the procedure marked out by 
these clauses. 


Q.—Oh, no, subsection 10, clauses b 
and ¢, refer to a case where the super- 
intendent thinks the assets do not equal 
the liabilities, and then he ean have 
valuators appointed, and so on, but sub- 
section 5 is very much broader than 
that. “If the superintendent after a 
careful examination into the conditions 
and affairs and business of any company 
licensed to transact business in Canada 
from the annual or other statements 
furnished by such company to the Min- 
ister or for any other cause deems it 
necessary and expedient to make a fur- 
ther examination into the affairs of such 
company,’ and so on. A.—Deems it 
necessary to make a further examin- 
ation. 


(.—Into the transactions of the com- 
pany. A.—The object of that section 
5, as I understand it, is eto 
ascertain whether the company is in a 
position to meet its liabilities or not. 
It may be broader. You may take it 
to be broader, but primarily and in al- 
most every case that is what it means. 
It does not mean anything else. You 
can understand, sir, that there are and 
might very well be cases where it was 
exceedingly doubtful what the value of 
the assets were, and what the amount 
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of the liabilities were. Now before the 
passing of these clauses in 1899 this 
would have its full effect, and it would 
be necesssary to cause a separate ex- 
amination to be made, and for that pur- 
pose certain powers are given to the 
superintendent, and amongst others to 
examine witnesses and so on under 
oath. ‘That I take it in so far as that 
goes, is repealed by the later clause. 

Q.—Then let us put it this way: 
Before this amending Act of 1899 was 
passed, did you ever have occasion to 
rely on the powers conferred upon you 
by this subsection 5? A.—Never. 


Q.—That clause has never been used 
or acted on in any case where you de- 
sired to make a full, complete investi- 
gation of all the transactions of a com 
pany for any reason that might sug- 
gest itself to you? A.—Well, possibly 
I ought to qualify that by the case of 
one assessment company, the one I have 
already mentioned, and which went out 
of business in 1899. 


Q.—Just tell us how you acted under. 
that section at that time? A.—Well, 
an examination of the affairs of the 
company was made. 


Q.—That is an entirely different ex- 
amination from your annual inspection? 
A.—Yes, it was. 


Q.—What was the nature of the ex- 
amination you made of that company at 
the time? A.—That examination was 
made by Mr. Blackadar personally ; he 
made a special report upon it, and that 
report was submitted to the Minister. 
A little later on certain communications 
came from the company with regard to 
the report. The report was made and 
shown to the Minister, and also sent to 
the company. Some _ correspondence 
took place, and a further examination 
was mage to inquire in to some further 
particulars regarding it. 


Q.—What sort of an examination ? 
How much further did you go? A.— 
The further examination was made for 
the purpose of ascertaining whether the 
condition of the company was getting 
better or worse ; whether it was going 
up or down; whether there was any 
likelihood of it being in a better posi- 
tion if it was allowed to continue, and 
the result was instead of its improving 
it appeared to be getting worse, and 
the result was, upon the basis of the 
report made by Mr. Blackadar in that 
case, I reported to the Minister that 
it was desirable that the license of that 
company should not be renewed. That 
was some time in the month of March, 
1898, and it expired on the 3lst March. 
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Q.—Then that is the only case where 
that section has been used by you? 
A.—That is the only case. 

Q.—Wouldn’t it suggest itself to you 
that that would be a good section un- 
der which to make an investigation some 
times inéo all the transactions of a com- 
pany, and see whether it was lending 
on proper securities all the time? Is 
not that a section that should have 
been used more than it has been? A. 
—Not as I understand the Act. 


Q.—Then what view of the Act do 
you take that caused you to answer it 
in that way? A.—Well, the view of 
the Act—-this particular portion of the 
Act I take to mean this: “A careful ex- 
amination into the affairs and business 
of the company,” bearing in mind that 
the object of every examination is to 
ascertain the accuracy of the statement 
that has been returned, and particular. 
ly as to the solvency of the company. 
I take it, if under the Act, as I read it, 
upon an examination, I am perfectly 
satisfied the statement returned is cor- 
rect, and its assets are sufficient to 
meet its liabilities, there is no furher 
investigation called for under this sec- 
tion. Tf. however, it is doubtful 
whether the company is or is nof sol. 
vent, then it becomes a case where a 
special examination is necessary, and for 
that case a report must be made to the 
Minister in the terms there set out, and 
if the Minister agrees with the report 
he directs a further examination to be 
made. When that further examination 
is directed to be made. then the wit- 
nesses may be examined, and so on. 


Q.—Then as I understand vou. Mr. 
Fitzgerald. what vou say is this: That 
the Act contemplates Government super- 
vision merely to see that the company 
is solvent. is carrying its proper reserve. 
and will be able to pay the claims of 
policvholders when they mature in that 
way by assets to equal its liabilities ? 
A.—Yes. 


Q.—But in other matters Government 
supervision is not to be of use as to 
securities on which they shall lend ? 
Would that be your view? A.—The 
Act has not so provided ; such an ex- 
amination could not properly be made 
under the Act as it stands. The ob- 
ject, as f understand the Act, is just as 
IT have told you. These particular sec- 
tions you refer to do not cover anything 
else. 

Q.—These specific provisions? A.— 
These specific provisions. 


Q.—Are merely to assist in the general 
view that there shall be an inspection 
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to show that the assets are equal to 
the liabilities? A.—yYes, 

Q.—Still you see there is provision 
that you shall check over all the se- 
curities? Do you say that that is 
only for the purpose of seeing that it 
has the assets? A.—That is the prim- 
ary object. 

Q.—Then if you came to a company 
that on the 3lst December in a certain 
year had a security which you believe 
to be a perfectly good security, but was 
not within the Act, what would you do 
in that case? A.—I think under the 
Act I have no authority whatever. 

Q.—You think you have no authority 
to say to a company that you have a 
security here that is not one of the se- 
curities upon which you can lend money, 
and you must get rid of that security ? 
A.—I think I have no such authority. I 
have no such authority. The Insurance 
Act, section 50, provides that companies 
may invest in certain securities. There 
is nothing then that gives the superin- 
tendent any authority over them in case 
they invest in other securities. There 
is no penalty attached to that. 

Q.—There is no penalty attached ? 
A.—There is no penalty attached in 
any form. 

Mr. Langmuir: Isn’t it a breach of 
trust on the part of the insurance com- 
pany? A.—They are answerable to 
their shareholders, or policyholders, that 
is unquestionable. 

Q.—But anyone could bring an ac- 
tion against that company for dealing 
in an improper security? A.—Any 
shareholder or policyholder could. The 


. Department, as far as I can ascertain, 


could not. 

Q.—I understand you. 

Mr. Tilley: Just take it this way. If 
your duty is to see that the company 
has assets equal to its liabilities. how 
can that be ascertained if you find that 
securities are not such securities as 
that company can hold ? How then can 
it be an asset if that security is not 
a security it can hold ? A.—I think it 
is perfectly apparent that a security may 
be entirely good, and yet not one that 
is in the list of assets in which the com- 
pany can properly invest. 

Q.—That is to say that the company 
may be able, you think, to realize and 
enforce a security which is not a secur- 
ity that it can take under the Act? 
A.—Let me understand the bearing of 
the question. I mean to say that it is 
quite possible that a company may have 
a security not mentioned in the list of 
securities in which it may invest, which 
is perfectly good, very much better. 
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Q.--Good as a matter of fact ? A.— 
Yes. 


Q.~-But is that a security that you 
would pass and treat as being a good 
security held by the company, if it was 
a security not authorized by the Act ? 
A.—I would call the attention of the 
company to the fact that it was not 
authorized by the Act, but going be- 
yond that I take it I have no power 
whatever to go, 


Q.—Then before dealing with that 
fully, I would like to know to what ex: 
tent you have found that companies have 
securities not authorized by the Act, in 
your opinion? A.—Several companies 
have had, several companies still have, 
securities not authorized by the Act. 


Q.—Tell me what company now have 
securities not authorized by the Act? 
A.—Under the Act companies doing 
business outside of Canada are authoriz. 
ed to lend or purchase or invest in se- 
curities—certain foreign securities to the 
amount of their reserve, plus 10 per cent. 
Now these particular securities to a lim: 
ited extent are entirely legal. It is only 
when they exceed the amount authorized 
by the Statute that they cease to be 
entirely legal. The North American Life 
now has a larger amount invested in, 
and loaned upon securities of that class 
than is authorized by the Statute. 


Q.—That is to say, as I understand it, 
the original power that was given to 
these companies to lend outside of Can- 
ada was to enable them to comply with 
some local Government requirement, was 
it not ? A—-Not wholly. To a limited 
extent it was so. 


Q.—That was a clause that was some: 
times inserted, I notice, in charters of 
incorporation ? A.—Oh, yes, that is 
that a company may invest in foreign 
securities so far as necessary to comply, 
or for the establishment of any foreign 
branch; it is a short section; it is in 
all the charters. 

Q.—Then other sections in Acts of 
Incorporation have allowed them to in- 
vest in foreign securities to an amount 
not greater than the reserve on policies 
in force there ? A——Yes; there are some 
of them, the Canada Life, the North 
American, and some others. 


Q.—Is the clause in the present Act 
not just 10 per cent. better or broader 
than any before ? A—It is 10 per cent 
broader than any before. 

Q.—That is to say, if there is to be 
any doubt about the power of the com- 
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pany to invest in the foreign security, 
there is a 10 per cent. lea-way to the 
company over the amount of the re- 
serve on policies up to which they can 
lend ? A.—Yes. 


Q.—That is to say, it seems to be a 
little preference to the foreign field 
rather than to the home market ? A.— 
I don’t think so. 


Q.—Because it is 10 per cent. over the 
amount ? A.—Ten per cent over the 
amount. The balance then should be 
invested in Canadian securities, and that 
includes the paid-up capital, and it 
would also include the surplus, 


Q.—Leaving it, because we will come 
to it later anyway, have you in mind 
the name of any other company that 
has securities not authorized at the 
present time ? A.—The Sun Life is in 
the same position, according to my un- 
derstanding of it. That is to say that 
they have a larger amount invested in 
foreign securities than the Statute per- 
mits. In a communication, however. 
which I have from the company, they 
claim that it is not so, and that they 
are quite within their legal rights. 


Q.—Then that is a matter open to 
question, and is a matter as you might 
say in controversy at the present time ? 
A.—Yes. 


Q.—Then that can hardly be taken as 
ascertained until it is ascertained more 
definitely. Then in the case of the 
North American Life do I understand 
there is any question raised as to that 
by the company, or is it admitted ? A.— 
I believe it is substantially admitted. 
However, I have the letter of the com- 
pany upon the subject. 


Q.—Then I was going to say, prob: 
ably the correspondence relating to such 
matters as that should be selected and 
got together. Then you told me how 
long that question has been a matter - 
up for discussion between you and 
these companies ? A.—Between me and 
the Sun it has been up in one form and 
another for three or four years, What 
do you mean? Just letters passing to 
and fro, without any result ? A.—With- 
out any result. And interviews I have 
had from time to time with them, and 
the general statement from the company 
—from the Sun I mean—has been that 
it was impossible for them to get such 
investment as they desired in the Cana- 
dian field, and that it had become a 
matter of absolute necessity that they 
should go abroad. 
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Q.—That is to say because they could 
get better investments abroad was their 
reason for going abroad ? That is prac- 
tically what it means ? A.—That is prac- 
ticaly what it means, I believe. 

Q.—We will observe the Act as long 
as the home market is the best. Is 
that what you would say ? A,—I pre- 
sume that is how it would work out. 

Q.—Then other than these two com- 
panies are there any companies at the 
present time that have securities that 


you consider are not authorized by the 


Act ? A.—I do not at the moment re- 
member any others. 

Q.—Have there been any other cases 
that you now have in mind ? A.—In what 
respect ? 

Q.—Where they had securities ? A— 
Where they have had, and have disposed 
of them ? 

Q@—Yes. A.—I remember for some 
time a case of the Federal Life where 
they had certain securities, but they 
disposed of them at a_ profit, made 
a considerable profit upon the 
deal. However, they disposed of them. 

Mr. Langmuir: At your request? A. 
—At my request. It was my request in 
this sense. I wrote to them and called 
their attention to the fact that it was 
not one of the securities permissible un- 
der the statute. Thereupon it was dis- 
posed of. I have never, to my recol- 
lection, said to a company, you must 
dispose of that, because I take it I have 
not the authority. 

Q@.—Then, are there any other cases 
you have in mind, past or present? A. 
As to a question of securities? 

Q.—Yes. A.—There has been ‘a long- 
standing dispute between myself and 
the Canada Life with regard to their 
powers of investment. We are unable 
to settle the difficulty for this reason. 
The Canada Life has an old charter that 
was granted in 1847, I believe, one of 
the wide charters, and everything that 
they have held, everything which they 
hold now, they claim that they have a 
right to hold under the original charter. 
That is the point in contest. 

Q.—Are you referring now to those 
words in their Act of incorporation 
which says, “or any chartered company” 
is that the expression? A.—That is one 
of the clauses. 

Q.—We will probably come to that 
later, but has that question been deter- 
mined or brought to an issue? A.—It 
is not yet settled. 

Q:—How long has that been in pro- 
gress? A,—Oh, about the same length 
of time. 
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Q.—About four years? A.—It must 
be three or four years. 


Q.—Then we can get that correspond- 
ence? A.—You can get that correspond- 
ence as well. 


Q.—Then can you call to mind any 
other discussion between yourself and 
the company about the investment of the 
company? A.—TI do not just now recol- 
lect anything else. If there is anything 
further we will ascertain the correspond- 
ence and bring it down. 


Q.—If there are any other cases you 
will get them, And you have never 
relied at all on subsection 5 of this 
section 25 to enable you to make any 
enquiry such as that to see whether the 
company is carrying out the provisions 
of the Act even as to investments, or 
any other matter? A.—No, I have not. 


Q.—Except in the one case that you 
refer to, and there has never under this 
section or any other section been any 
investigation or inquiry at any time of 
the year excent after the annual state- 
ment comes in, except in the cases that 
you have referred to in your evidence 
already? A.—That, is so. 


Q.—Then, subsection 6 of that section 
says: “The officers or agents of such 
company shall cause their books to be 
opened for the inspection of the Super- 
intendent, and shall otherwise facilitate 
such examination ¢o far as it in in their 
power, and for that purpose the superin- 
tendent may examine under oath the 
officers or agents of such company rela- 
tive to its business.” I suppose you re- 
gard that section as enabling you to 
see any of the books of a company do 
you? A.—Any of the books bearing up- 
on what I am doing; any of the books 
necessary to investigate or verify the 
statement; it certainly goes as far ag 
that. 


Q.—It certainly goes so far that you 
can call upon them to show you a book 
which shows where the amount that is 
carried into the annual statement comes 
from? A.—Yes. 


Q.—And have you regarded it as go- 
ing farther than that and enabling you 
to go back through the account that 
brings that result, and check over all 
the items, if you were so disposed? A. 
—I think the power is sufficient for 
that. 

Q.—Have you ever so dealt with the 
matter? A.—Gone through to examine 
items? That is to check the various 
items? 

Q.—Yes. A.—Leading to a certain re- 
sult? 
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Q.—Yes, which is carried into the 
statement—the annual statement? A.— 
Of course, any item that is carried into 
the statement is generally made up of 
quite a number of items. Of course, an 
examination is always made sufficiently 
far back to ascertain just how the item 
that is carried into the statement is 
made up. You will scarcely or rarely 
find the particular item as it is shown 
in the books, but it is a combination of 
items. 

Q.—And you check over the items that 
go to make up the combination? A.— 
Yes. 

Q.—And there you stop? A.—yYes, un- 
less there is something suspicious, or 
something that appears to call for a 
further examination. ‘'here J think 
it would be found we stopped. 

Q.—And has any dispute ever occur- 
red between you and any company as 
to your right to see and examine any 
book? Has any book ever been refused 
to you? A.—Personally,-no. No book 
has ever been refused to us. 

Q.—You use the word “personal.” Has 
it to any person in your department? 
A.—As to that, of course, I am unable 
to speak. I have not heard of any re- 
fusal. - 

Q.—Have you something in mind? A. 
—I have not. J have nothing in mind. 


Q.—You have nothing in mind that 
would indicate that any company has 
taken the stand that you are not en- 
titled to see such and such books? A— 
It is necessary, probably, to explain even 
that. I have on one occasion asked to 
see certain books for the purpose of 
making an inquiry, and the manager of 
the company said to’ me, while I am 
quite willing to show it to you, and you 
are at perfect liberty to look at it, I 
do not think it concerns you, and on 
that particular occasion the book was 
shown to me. 

_Q.—A sort of without prejudice to the 
right to show it to you the next time? 
A.—That is about what it meant. 


Q.—Is that as far as any objection has 
ever gone? A.—An absolute refusal has 
never been made, so far as my experi- 
ence goes. 


Q.—But when you are making your in- 
spection or dealing with a company, do 
you always feel, or do you sometimes 
feel that your rights in that regard are 
circumscribed? A.—They are. I have 
felt so, and I have felt this way, that 
I never would be warranted to make a 
request that I was not in a position to 
enforce. 


_Q.—Then has the lack as you have con- 
sidered it—the lack of facility on your 
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part to compel what you would ask for, 
has it restrained you from asking for 
things you would have otherwise re- 
quested? A.—I cannot say, I have even 
been refused or restrained from asking 
whatever was necessary to check a state- 
ment so far as I thought my duty re- 
quired me to go in checking that state- 
ment. 


Q.—When you speak of your duty, do 
you mean your duty under the Act? ae 
—Yes. What is expected of me under 
the Act, and what I would 
feel capable of enforcing, having 
regard to the provisions of the Act. 


Q.—But if your duty might be a lit- 
tle broader than what you have stated, 
that you consider it as to transactions 
of companies, would you find then that 
these sections that are in the Act now 
give you sufficient power to demand 
books, or do you think it should be 
broader? A.—I think it should be 
broader. Let me illustrate what I 
mean. <A circular has been sent out 
here asking for salaries.. One company 
said we will not give it to you. Two 
in fact have said that, I would not 
feel that I was warranted in asking 
that company to show me their books 
to ascertain what the salaries were, If 
I made the request I would expect to 
be refused. 


Q.—In view of that letter? A—In 
view of that letter, and I shall certain- 
ly not make the request, knowing that 
it is not called for—that it is not re- 
quired, I would expect to be told it 
does not concern you, confine yourself 
to what the Act says you may do, 


Q.—Then I would rather gather from 
the way you put it, that that has had 
some influence on you in preventing your 
going as far as you might go otherwise, 
the fear of bringing up a controversy 
whereby they would refuse to do what 
you asked, and has prevented you from 
inquiring as much as you otherwise 
might have done? Is that right or not? 
A.—It is quite possible, I think that that 
is wery nearly correct. 


Q.—You have never wanted to develop 
a, situation when your authority would 
be denied? A.—When I would be worst: 
ed in the conflict, If I supposed I was 
in the right, and that I could ultimately 


_enforce my demands, I certainly would 


make it. 

Q.—You would want to be first very 
sure you were right? A.—And then go 
ahead, i 
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(.—And you have not gone ahead 
sometimes when you might have gone if 
you thought you could have carried it 
out to the end? A.—Well, I can only 
give a qualified assent to that, for I do 
not call to mind any case in which I 
would have thought it necessary to go 
further than I did go. 

Q.—But still you have always had 
that in mind? A,—Yes, sir, that greater 
power of inspection under the Act, if a 
denial such as you are now suggesting 
should be made; that I have not got 
the necessary authority; that is what 
I mean, 


Q.—Then you have power I notice 
under that same subsection to examine 
under oath any of the officers or agents 
of the company. Have you ever done 

' that? A.—TI have never done that, It 
is under, the circumstances to which I 
refer that that power is conferred, 
Atter a report has been made to the 
Minister that a further investigation is 
necessary, that is the time that they 
have power to examine the witnesses. 

Q.—You rathér incorporate that power 
along with the provisions later on as 
part of 10. At any rate, you have never 
exercised the power given to you on 
that subsection to examine witnesses 
under oath. ‘Then do you keep the rec- 
ord shown in subsection 7 as to com- 
panies that you have visited, showing 
the condition of each company after in- 
vestigation, It says a special report 
shall be made, and so on? A,—That 
goes too in connection with 5 and 6. 
Read those three together. That means 
a special case, and in that case the spec- 
ial report is itself preserved. 

Q.—And 8 in a like manner has never 
been acted upon? A.—Yes, 8 has been 
acted on. 

Q.—In what case? A.—8 has been 
acted on in the case of the Provincial 
Provident Insurance Company, That 
was I think in 1897, and it was under 
these circumstances: The Provincial 
Provident was an assessment insurance 
company which transferred its business 
to the Mutual Reserve, I think, and 
under the provisions contained in that 
section the report was made under 
which the company’s license was  can- 
celled, 

Q.—Which company? A.—The Pro- 
vincial Provident, 

Q.—Had it taken out a Dominion 
license? A.—Yes. 


Q.—It was originally a Provincial | 


company? A.—Yes. 
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Q.—And then it had taken out a li- 
cense under the Dominion Act? A.— 
Yes. 

Q.—And under this section its license 
was cancelled? A,—Yes. 

Q.—Is that the only case? A,—Thai 
is the only case I think in which a 
license was cancelled. 

Q.—And that was entirely on account 
of the financial condition of the com- 
pany? A.—Of course its business and 
assets had been transferred to another 
company; it really held a license, and 
had no assets, 

Q.—After the transfer of its assets 
to the new company its own license 
was cancelled? A.—Yes. 

Q.—Then there is the penalty for car- 
rying on business that is the only case 
that you remember? A,—That is the 
only! one, 

Q.—That comes under subsection 8. 

Judge MacTavish: Was that in St, 
Thomas? A,—The head office was in St. 
Thomas. 

Mr. Tilley: Then section 10a was a 
section passed in 1899? A,—99, 

Q.—What change was made at that 
time, just stating it generally, with re- 
gard to the valuation for the purpose 
of the reserve? A.—Prior to the passing 
of that Act all policies of life insurance 
companies were valued upon the basis of 
the H. M. table of the Institute of Actu- 
aries of Great Britain, and a rate of 
4 1-2 per cent, This Act provides that 
from the lst of January, 1900, as to all 
business taken after the lst of January, 
1900, they should be valued upon the 
basis of the same table, and 3 1-2 per 
cent. interest, That is as to new busi- 
ness. But, as to business in existence 
prior to the lst of January, 1900, the 
valuation should be upon a basis of the 
same table, and 4 1-2 per cent. up to 
the year 1910, that it should thereupon 
be valued upon a basis of the same 
table, and 4 per cent, interest, and that 
that should continue as to the old busi- 
ness until 1915, when the whole of the 
policies should be valued upon a 3 1-2 
per cent, basis. 

Q.—Then the change was in the rate 
of interest? A.—Yes, the change was 
in the rate of interest, the table remain- 
ing the same. 

Q.—Then that valuation of policies is 
made once every five years? A,—Once 
every’ five years. 

Q.—Is it made as to all companies in 
the same year? A.—No, it is not, 

Q.—Or is that a thing that is going 
on more or less during the five years? 
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A,—Ihere are some companies every 
year. ° 


Q.—Now, why does that  oc- 
cur as to some companies 
every year? A.—Of course they com- 
mence business for one thing in different 
years, and perhaps the special reason 
after all is that it is an absolute im- 
possibility to do them all in one year, 
We have not got a third enough staff to 
do them all in one year, and so I divide 
it into different years, a certain number 
every year, but with every company the 
policies are valued once in five years. 


@.—Then before dealing with the man- 
ner in which you carry out that work, 
that is the clause that determines the 
amount that is to be retained and held 
by the company to ascertain its policies 
that are maturing or alive? A,—Yes. 


Q.—What is the reserve on a policy’? 
What do you mean by the expression 
“reserve on policy”? A,—That is some- 
what difficult to explain. A certain 
portion of every premium is intended 
for. expenses, and I suppose it is in all 
cases used for expenses, or at all events 
a large portion of it is used for ex- 
penses. Then the balance of the pre- 
mium is for the purpose of paying claims 
as they arise. The balance of it being 
set aside to pay claims in the future. 
You understand I am now speaking of 
Jevel premium policies, where the pre- 
mium continues the same throughout 
life. “Only a small portion of the pre- 
mium paid when the person is a youne 
man is required to pay the losses dur- 
ing the earlier years. The balance of 
that is set aside from year to year and 
the accumulation of the sums over what 
1s Sufficient to pay the death losses as 
you go along constitute the reserve. It 
may be taken roughly to be this. To 
be such a sum as with interest com- 
pounded at the rate mentioned in the 
table plus the future premiums received. 
together with interest upon it, will be 
equivalent to the amount of the claim 
at the man’s death. 


Q.—That is to say, it is the settinog 
apart out of the premiums of a certain 
sum each year which is necessary, figur- 
ing on the ordinary mortality, adding 
interest at the rate specified from year 
to year, compounding it? A:—Yes, com- 
pound interest. 


(.—That will produce the amount of 
the policy at the time when the man is 
likely, according to probabilities, to die? 
A.—Yes. Of course added to the fut- 
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ure premiums computed in the same 
way. pms 

Q.—Adding to what is also taken from 
each premium? A.— Yes, 

Q.—Then this amount and the aggre- 
gate of that is the reserve on the policy ? 
A.—Yes. Now, Mr. Blackadar will give 
you a better definition of that, I know, 
because it is a portion of his duty. 

Q.—We want to learn it gradually, 
We will take it from you first and get 
a more refined one from him later, Then 
I suppose it follows from that that the 
lower the rate of interest that is used, 
the greater must ibe the amount that 
is taken out of each premium for re- 
serve? A.—The reserve must be greater 

Q.—Because the extra capital will 
have to supply what interest might have 
supplied if the rate was higher? A. 
Yer, 

Q.—So that the less rate you esta- 
lish in compounding interest on the sums 
you set apart, the lower the rate—the 
more you must set apart out of your 
premium as paid in? A.—The lower the 
rate the higher the reserve that is cer- 
tain. 

Q.—So that this amendment in 1899 
was a provision, the effect of which 
would ‘be to increase the reserve that 
the company would hold to answer their 
policyholders—increase the amount of 
the reserve? A.—Increase the amount 
of the reserve. 

Q.—So that from the passing of that 
Act it would be your duty to see that 
the increased amounts were carried to 
reserve by reason of the lowering of the 
rate of interest? A.—Yes. 


Q.—Will you tell me at whose instance 
the change was made? Was it made on 
the motion of your Department, or was 
it made as a result of some movement 
on the part of the companies, or anyi of 
them? A.—I believe the companies were - 
all but unanimous in the view that the 
change was necessary. It is a Govern- 
ment ‘bill introduced which I drafted 
myself, and while I am not in a posi- 
tion to say that it would have been 
brought in if the companies had ot 
favored it, nevertheless the companies 
are not wholly responsible for it, he- 
cause it appeared to me and had ap 
peared to me for some time before that 
that change was necessary, The rate of 
interest was going down and down. 


Q.—And it was thought then that as 
the rate of interest was decreasing, that 
the interest at which the reserve was 
computed should ‘be decreased? A.-—~ 
Yes, 
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(.—So that the company would have 
this additional reserve to answer for 
the policyholders. I suppose the greater 
the reserve that is taken from the pre- 
miums as they are paid, the greater the 
amount for the reserve, the less there 
is for profit for the policyholders? A.— 
Now you are going to a question of di- 
vision of profits. That is a question 
that IT would rather would be left to 
the actuaries to dispose of. It is rather 
an actuarial question than anything else. 

Q.—Is it a question that it requires 
a person with actuarial knowledge to 
erapple with? A.—It is better that it 
should be grappled with by one who is 
entirely familiar with every feature of 
the case, 


Q.—I suppose it follows at any rate 
to that extent absolutely that the 
more that is taken out of the premium 
for reserve, the less you can call profit 
on iat premium, and on - the money 
earned by the company—the more they 
have to earry to reserve the less of their 
earnings can be called strictly profits? 
A.—I suppose that in general terms is 
quite correct. I should point out, how- 
ever, that as to the new business which 
was carried on the lower rate from 1900 
new premiums were called for. Premiums 
were made upon a 3 1-2 per cent. basis 
instead of as formerly on a 4 1-2, and 
so as to that business there would be 
nothing more taken out of the premiums 
than was provided for in framing the 
premium, 

Q.—That is to say, that after this 
Act was amended do you mean ithe 
premium would be increased? A,—Yes, 
as toa all new business; they were in- 
creased immediately, 

Q.—Do you know that as a fact? A. 
—Yes, I am entirely certain that is the 
fact. 

Q.—How would that come to your 
knowledge? A.—It would come to the 
knowledge of the Department in this 
way. ‘the rate book containing pre- 
miums are sent to us, or procured by 
us. 

Q.—Are they sent, or are they pro- 
cured? A.—We generally ask for thei, 

Q.—Then are they filed officially with 
you? A.—yYes, we have them. 

Q.—From every company? A.—Of 
every company doing life business. 

Q.—Tell me what interest under the 
Act, as you construe it, you have in the 
tables of the different companies—the 
premium tables—that rates? Why is 
that something that you ask for? A. 


Fitzgerald Ex’d. 


—Well, we ask for that because in the 
case of certain forms of policy they 
provide in addition to paying a certain 
sum——they provide for returning premi- 
ums. In the case of every such policy 
it is necessary to have the rate book 
to see what the premium was. 


Q.—So that you need the rate book 
to show what may be a liability under 
the policy? A.—So, 

Q.—So that you would’ get the rate 
book from the company for the pur- 
pose anyway of checking the premiums 
they charge? A.—Oh, no. 

Q.—You do not concern i 

yourself with 
that at all? A.—Have nothing what- 
ever to do with it. 


Q.--Now can you say whether before 
this Act was amended there was cor- 
respondence between the Departmnt and 
the companies regarding the condition 
of affairs that warranted the change, or 
rquired tne change? A.—Oh, I think it, 
1s probable that we have some corre. 
spondence upon the subject. 


_ Q.—I suppose that would be filed by 
itself 7 A.—No, it is not. It would 
be just promiscuously. If we had a 
letter from any company it would be 
in the file of that particular company 
and so on. 


Q.—You _do not collect the corre- 
spondence in respect to that subject 
matter together? A.—Oh, no. 


Q.—But JT suppose it could be eol- 
lected. There would be some way of 
getting the correspondence? A.—Well, 
going through the registers and going 
through the files. < 

Q.—Can you say what companies were 
the prime movers at that time for the 
change? A.—Well, there would prob- 
ably be two or three companies, still I 
cannot say now that they were even 
more interested than the others, be- 
cause possibly I believe they were al- 
most unanimous in it, I think with the 
exception of one company, they were 
just about unanimous. 

Q.—What one company are you re- 
ferring to? A.—I am referring to the 
Sun Life. 

Q.—What was the position of the 
Sun Life with respect to it? A.—The 
Sun nife opposed, I believe, the change 
altogether, or certainly said it was 
too radical a change, I remember their 
views. 

Q.—What meaning did you attach to 
that? That it was too radical? a. 
—That the change from 4 1-2 to 3 1-2 
was too great a change. 


Q.—The change was too 
when made? <A.—Yes. 


sweeping 
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Q.—When other than the Sun Life, 
was that the only company that you 
remember now that took that view? 
A.—I .bink that was the only com- 
pany. i believe that all the other com- 
panies subscribed to a memorandum re- 
questing that the rate be placed as it 
is now. 

Q.—Then that memorandum, I sup- 
pose, and the correspondence we could 
get? A.—When I have time to hunt 
it up, yes, you will be able to get it. 

Q.—Of course, we cannot keep you 
here anid ask you to be getting papers 
at the same time, but 2 suppose you 
eould start your Department at that 
work in getting it together? A.—Yes, 
T will eudeavor to get anything that is 
ealled for. 

Q.—.nen probably we had _ better 
leave that phase of it until we get the 
correspondence. Then can you _ say 
this? Was the reserve in other places 
at that time computed at 4 1-2 or at a 
Jower rale? A.—It was computed at 
a lower rate than 4 1-2. 

Q.—And where are you referring to 
now as being computed at a lower rate? 
United States? A.—Yes, and certain- 
ly in Great Britain, too ; the lower rate 
was in force in Great Britain, I think, 
before it was even in force in the 
United States. 

Q.—Tsen was it in any way associat- 
ed with that fact? A.—Oh, that was 
one point. 

Q.—That prompted the companies ? 
A.—I do not know in regard to the 
United States companies beyond the fact 
that the interest is going down, but 
that was a matter that had some in- 
fluence upon myself, that the Canadian 
company should be as strong with re- 
gard to their reserve as either the Brit- 
ish or American companies. 

Q.—So that that was one matter, to 
see that the reserve would be as high? 
A —Yes. 

Q.—As the British? A.—Relatively 
as high. because in Great Britain the 
rate of interest was not quite so high, 
even as it was then in Canada, but I 
think in the case of the principal of the 
British -ompanies the reserve now is 
upon a 3 per cent. basis. I think T am 
correct in saying that, and I believe 
there are even some companies that even 
have it as low as 2 1-2. However, I do 
not speak with certainty as to that. 

Q.—Where are those companies? A.— 
In Great Britain. 


Q.—I suppose the rate would be based 
on what the company might reasonably 
expect to receive on the reserve fund 
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invested 7? A.—That would. be the inten- 
tion. 

Q.—That is the basis of the computa- 
tion ? A.—Yes, the companies desire al- 
ways to have the rate so low that they 
would be absolutely certain of securing 
that rate upon all their funds. 

Q.—Then I suppose that as to the rate 
that would be obtained, it might depend 
to some extent on the class of invest- 
ments that might be secured by com- 
panies ? A.—That of course would have 
an influence too. 

Q.—And it was at the same time that 
this amendment was made, I think, that 
section 50 was added, authorizing 
broader investment by companies, or 
many companies ? A.—Yes. 

Q.—Then how do you proceed to value 
the policies in the carrying out of this 
section? What do you do? A.—The 
companies are requested to send lists 
of all their policies, and of course that 
list contains the description of the pol- 
icy, and the date and the amount. 

Q.—Then is each policy stated separ- 
ately from the others ? A.—On some oc- 
casions yes, and again in other cases 
they are grouped. 

Q.—How could they be grouped ? A.— 
Well, suppose there are a number of 
policies of the same kind, precisely the 
same form, upon persons of the same 
age, they can all be grouped together. 

Q.—Then would that be the only way 
in which they would be grouped ? A.— 
That, I believe, is the principal way at 
all events. However that particular 
point is actuarial again, a thing of which 
IT am not so familiar, but I am familiar 
with the fact that to a certain extent 
they are grouped, and so makes the 
valuation a much shorter process, 

Q.—At any rate, as you understand 
it, the idea of grouping is to bring to- 
gether similar computation, so that one 
computation will cover them all? A.— 
Will cover the whole, instead of having 
to make separate valuations for every 
policy, a number of the same kind put 
together in one item. 

Q.—Instead of making this, computa- 
tion for these policies, on computation 
answers for the whole? A.—yYes. 

Q.—Just as well? A.—Yes, quite as 
accurate. 

Q.—You say you send out asking for 
a return as to all policies current at 
the time ? A.—Yes. 

Q.—And the information then is re- 
turned to you ? A.—Returned, yes. 
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Q.—What do you do on receiving the 
return ? A.—Proceed at once to the 
valuation, : 


Q.—How is that done? Is that done 
under your supervision ? A.—No, that is 
done under the supervision of Mr. Black- 
adar, one of the actuaries. 

Q.—And does the company on sending 
in those returns indicate what it has 
figured the reserve on the different poli- 
cies to be ? A.—No, they do not. It is 
a separate valuation altogether. 


Q.—I know it is a separate valuation, 
but do you start the work of that valua- 
ation with the knowledge of 
what the company has figured 
that resreve to be? A.—No, it is 
entirely independent. 


Q.—You have no information? A.— 
Not as to what they have figured it at, 
except possibly in a case of this kind, 
where they have in their sworn return 
given the total valuation of their policy. 
That is one of the items in the liability 
and if the valuation is made as, say, of 
the 3lst December, after that has been 
received we know what their total valua- 
tion is based at, but then their total 
valuation in the most of companies is 
not upon the same basis as the one re- 
quired by the statute. In our valua- 
tion it is based strictly upon what is 
required by this section. The compa- 
nies, some of them, base their reserve as 
to the whole of their business, I believe, 
upon a four per ‘cent. basis, although 
that is not required until 1910, and oth- 
ers of them have the whole of their 
business now upon a 3 1-2 per cent. ba- 
sis, although that is not required until 
1915, so that their valuation would nec- 
essarily, In a case of that kind, differ 
from ours. 


Q.—Then, as I understand it you figure 
the reserve on the policies according to 
the policy that is in the company? A.— 
Precisely. 


Q.—Rather than on the basis of the 


privilege that the company has, and you 
do not ascertain from the company 
whether under this section, subsection 
10 as amended, the company has com- 
menced to increase its reserve or not? 
you do not say to the company when 
you commence to figure the reserve, have 
you lowered your rate from 4 1-2 to 4? 
You do not ask them that? A.—Yes, we 
do. 

Q.—Do you act on it? A.—We value 
still according to what is required here, 
but they are required to state the basis 
upon which their valuation is made. I 
think there is an item here for that. 
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().—Just refer to that? A.—At the 
foot of pages 4, there is this note. Ex- 
hibit 1.) This table of mortality and 
rate of interest employed in computa- 
tion, or where an estimate only is giv- 
en, states the basis of such estimate. 

Q.—So that you know the basis on 
which the company has computed its re- 
serve? A.—Yes. 

Q.—But you do not pay attention to 
that? When you come to figure it your- 
self you take what the company is 
obliged to do under the Act? A.—Yes. 

Q.—And you compute the company’s 
reserve at a highesr rate of interest than 
the company does? A.—Yes. 

Mr. Langmuir: Is that not unfair to 
the participating policyholders, basing 
that on 3 1-2 per cent. now instead of 
waiting until 1915. 

Mr. Tilley: That is what Mr. Fitzger- 
ald I thought was suggesting Mr. Black- 
adar could speak about. 

Witness: It comes toa question which 
I do not like to discuss, fearing that I 
am not capable of discussing it as it 
should be discussed. 

Mr. Langmuir: The policyholders have 
something to say as well as the com- 
pany? A.—Oh, yes. 

Mr. Tilley: That is just the way the 
section was framed. Probably Mr. 
Fitzgerald framed it, and probably 
that should not be criticized. A.— 
There is no objection to your criticiz- 
ing it freely, I would be very glad to 
have any criticism concerning it, 

Mr, Tilley: The way the section is 
framed you will see, the company has the 
power to change the rate of interest 
at any time, but not later than a cer- 
tain date, 

Mr, Langmuir: That may be the prop- 
er construction. 

Mr. Tilley: The section does not say 
that you shall increase it gradually dur- 
ing the years from now until them, or 
that you shall do it in the middle of the 
period or the beginning of the period, 
or the end of the period. That is just 
the way it reads. 

Mr. Langmuir: But still it may be too 
drastic, 

Mr, Tilley: It is law now, and some 
have acted upon it, I am afraid that 
is one of the sections that is in exist- 
ence and has been adopted ‘by some of 
the companies. 

Q.—That is a fact, is it not, that 
some of the companies have already re- 
duced the rate of interest on which 


they compute the reserve? A.—Yes, some 
have. 
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Q.—Probably we might as well have 
it here, so that the information will be 
on the record. What companies have 
made any change under this section, and 
what companies have not made any 
change? Or if you give me the com- 
panies that have, we can find out the 
rest ourselves’ A.—l1 think there 1S 
a table in this report giving that in- 
formation exactly, if I can lay my hands 
on it. Might I ask Mr. Grant to come 
here? ° 

Q:—Oh, yes, A.—Mr, Grant, please 
turn me up where that {table is, ‘, — 

Mr. Grant: There it is. 

Witness: It is at page 105, Roman 
numerals, of the report of 1904, issued 
in 1905. A list of them is given there. 
This is the basis upon which the re- 
serve is computed. j 

(Mr, Tilley: By the different compan- 
ies? A.—Yes, the last column, 


Q.—Then have any companies made 
any change this year that you have 
been advised of? A,—Let me see how 
the Sun Life is there? The Sun Life is 
4 1-2 prior to December 31st, 1906. The 
3 1-2 is since that time. My recollec- 
tion is that the last statement is en- 
tirely upon a 3 1-2 per cent. basis. 

Q.—That is for all policies? A.—Old 
policies as well as new, 

Q.—So that you think that the Sun 
Life during the last year altered its rate 
of interest on which it computes the 
reserve? A.—yYes, 

Q.—Has any other company: made any 
change tnat you know of? A.—I do not 
remember any change further than that. 


Judge MacTavish: What does H. M. 
stand for? A.—Healthy male. 


Q.—O,. M.? A.—I have been trying 
to find out exactly what the “O” meant 
on that table, I have not yet struck 
anybody who is able to inform me. Mr. 
Grant tells me it is intended to mean 
British officer, but it does not indicate 
beyond that. It means, I suppose, male 
_ lives. 

Q.—Can you say about what percent- 
age of premiums must be carried to the 
reserve under this computation of 3 1-2 
per cent? A.—Well, of course, you 
know premiums on any particular 
policy— 

Q.—Of course they will differ, but 
can you tell about what they would 
average—what the average amount 
would be that would be required to make 
up the reserve, and what would be then 
leit? A.—Out of each premium? 
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Q.—Yes. On the 3 1-2 per cent. basis 
—on the basis of the present Act? A. 
—That would be a varying amount from 
year to year. There could be a con- 
siderable portion of the first premium, a 
smaller amount of the second premium, 
and a st‘ll smaller amount of the third, 
and so on, until the last. 

Q.—What would be smaller? A.— 
The amvunt for the reserve. 

Q.—Would be smaller? A.—Would 
be smaller out of the second premium 
than out of the first, and smaller out 
of the third than out of the second, and 
so on, because it required a larger 
amount of the premium to pay the 
death losses. Of course, that is not 
the method in which actuaries calculate 
so much out of a premium, There isa 
regular table, a regular formula, which 
sums up the whole. 

Q.—I was asking if you could tell me 
what percentage of rates by way of 
premium goes to the reserve? A.— 
That denends upon the length of time 
the policy was in force. 

“Q.—Bnt the company returns the 
eross premium I suppose every year? 
ca .—Yes. : 

Q.—From all companies every year ? 
A.—Yes, sir. I suppose that is de-- 
ducible from the return made by taking 
the pr2imium receipts in the year, and 
taking the reserve on the policies for 
the year. 

Q.—I was wondering whether you had 
ever figvred that? A.—No. 

Q.—Aud could you say about what 
percentaze of these rates by way of 
premiums must be retained by the com- 
pany to make up the reserve? — A 
I do not think it is possible to give an 
answer to that question. I do not 
think it 3s. 

Q.—You could not say now? A.— 
T am not in a position to give the an- 
swer. 

Q.—You have no interest, as I under- 
stand it, in the question as to “the pro- 
fits that are paid out to policyholders 
at all? A.—Interested in a general 
way as a policyholder myself. I have 
the ordinary interest of the policy- 
holder. 


Q.—Not as a department? A.—No, 
we have no interest. There is no 
duty cast upon us with regard to it— 
nothing that we have to do. 

Q.—Nothing in the Act, and there is 
nothing in the way or method by which 
you carry on your business that affords 
any che‘k on that branch of the com- 
BOnye business, is there- A.—There is 
not. 
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Q.—Can you say what the company’s 
average, or what per cent. they might 
be oblized to receive on their money 
from the statement they send in to you? 
- You say the rate of interest for the re- 
serve was lowered because the interest 
that companies could get became lower 
gradually? A.—Yes. 


Q.—Can you say over a_ period of 
years since this Act was passed about 
what percentage the companies have 
averaged by way of interest to incomes? 
A.—The rate varies of course in differ- 
ent years and in different companies, 
and I suppose it is something that could 
be complied or pretty nearly ascertained 
as to what it was by the several years, 
but so far as I know such a computation 
has never been made in our office at all 
events. but I think some of the journals 
have published it. I think the journal 
of Mr. Wilson Smith in Montreal] pub- 
lishes a table of that kind. 


Q.—Showing about the earning power? 
A.—The earning power. 


Q.—Of moneys? A.—For the various 
companies. 


Q.—Is it the Shareholder? A.—The 
Finance Chronicle published by Mr. Wil- 
son Smith in Montreal. Some other 
journals may do so, but I am pretty cer- 
tain that Mr. Wilson does publish it 
from year to year. 


Q.—Then, on that section 10 you have 
said all you can? A.—Well, I think I 
have given you all the information that 
I can reasonably give you. 


Q.—You do not care to express an 
opinion as to whether it is fair or other- 
wise to the policyholders to reduce the 
rate of interest at once on the coming 
into force of the Act or waiting until 
the expiry of the time? A.—Well, I do 
not want to say that I cannot answer 
the question at all or give any sort of 
an answer to it. It appears. to 
me that temporarily that has the effect 
of reducing’ the profits to certain of 
the policyho)ders, and it might be con- 
sidered to be unjust where policies be- 
came claims. Of course, if they con- 


tinue on a little later, then profits will, 


come up again. 


@.—Your idea is that a temporary 
reduction, and hence that any policies 
that became claims in the interval miss 
that benefit? A.—They miss that 
benefit. 


Q.—But that policies that continue 
beyond the last date mentioned in the 
Act—that they then get the _ bene- 
fit? A.—They get the benefit, particu- 


it taken out of profits? 
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larly if they live for a few years be- 
yond the time. However, that is a 
point that an actuary will speak on 
much more certainly, and be in a posi- 
tion to give his reasons for it. 

Q.—Then would you tell me how 
companies that have made changes in 
the rate of interest since the section 
was passed—how they have accom- 
plished that, getting the additional 
amount to reserve? Have they taken 
any exceptional means to do that, or is 
A.—It has 
just been taken out of their surplus; 
generally out of the surplus which they 
had on hand. 

Q.—The companies that have made 
any changes had sufficient surplus to 
enable them to do so? A.—Yes. 

Q@.—Have any companies _ increased 
their capital stock since this amend- 
ment was made? A-——Yes,” I° think 
So. 

Q.—What company? A.—I think the 
Canada Life has increased its stock. 
It was originally $125,000. It has-now 
$1.000,000 paid up. I will just ascer- 
tain the date when that was done. I 
think it was since 1899 wholly. 

Q.—Then that would be the same 
year that this was passed? A.—It was 
since then. The amount now paid up is 
$1,000.000. I do not know just when 
it became a million. Of course, that 
is readily ascertainable from the re- 
ports from year to year. 

Q.—You do not know whether it was 
in 799? A.—I think it was since 799. 
The authorized capital has been for 
years a million dollars, but only $125,- 
000 paid up. It was a matter of mak- 
ing a call. That is what T understood 
you to mean by increasing its capital. 

Q.—It was calling more? A.—It has 
increased capital in a sense. 

Q.—It is increased capital in the com- 
pany? A.—yYes. , 

Q.—Has any other company called any 
more of its stock, do you know? A.— 
IT could only tell by~ looking it up 
whether they have or not. 

Q.—Then have you yet acted on sub- 
sections b and ¢ of that subsection 10 
since the amendment of ’99? A.—No. 
there has heen no oeeasion for it in anv 
case. 

0O.—Was that passed in conseanence of 
some difficulty at the time? Was 
that in consequence of what transpired 
in ’°97 with regard to some eompany? 
A .—No. it was not. Tt was generally 
considered to he a provision that ovch 
“. he in the Act. 

Q.—And it has never been acted on? 
A.—Never been acted on. 
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Q.—I suppose when it uses the ex- 
pression “full reserve,” or “reinsurance 
value,” I suppose the reinsurance value 
is the same as the reserve? A.—T'hey 
are synonymous terms. They mean thu 
same thing there. 


Q.—Then, of course, that would simply 
accord with the statement you already 
made this morning that there has never 
been any Canadian company where you 
have found any impairment of assets as 
compared with liabilities? | A.—No, 
there never has been. 


Q.—And it is on that account you 
have never found a company that came 
within the section, and that is the rea- 
son the section has never been invoked. 
Then subsection 11. Have you ever 
been required by the Minister to visit 
the head office of any company licensed 
under the Act and formed _ elsewhere 
than in Canada to examine into the 
general conditions and affairs of such 
company? A.—Once I was instructed 
to make a visit to Boston at a time 
when the Massachusetts Benefit Life As- 
sociation was licensed, and to make an 
investigation therewith regard to cer- 
tain charges that had been made against 
the company. You understand it was 
an assessment company, and the charges 
were in effect that the premiums were 
increased, and that higher premiums 
were charged to Canadian policyholders 
than were being charged to American 
policyholders for the same kind of policy. 
That was substantially the item in dis- 
pute. 


Q.—That was the complaint that was 
made? A.—That was the complaint 
that was made. 


Q.—That was after it was licensed 
that complaint was made? A.—Oh, 
yes, while it was licensed; it was do- 
ing business at that time. . The investi- 
gation showed that that clause was un- 
founded, that there was no ground what- 
ever for it, and report was made to 
that effect ; that report was published 
and will be found. 


Q.—That is the only case? A.— 
That is the only case that IT have ever 
acted upon. 

Q.—Has it ever occurred to you in 
connection with any company that it 
would be advisable to act under that 
section, even if you have not done so? 
A.—Well. the advisability of it has 
scarcely ever been considered from the 
fact that it would be practically an im- 
possibility to undertake such an examin- 
ation, having regard to the staff which 
we have. The examination, for in- 
stance, the principal foreign companies 
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that are doing business here, are the 
American companies, these three large 
ones, and when an examination of these 
companies is made it takes a large staff 
of examiners, and three to four, or six 
months to complete it. That is such 
an examination as we, with our staff, 
could not think of undertaking, and so 
we have never really considered the 
advisability of such a step possible. 


Q.—This is not a section that would 


' be expected to be used on many occa- 


sions? A.—Not on many occasions. 


Q.—Just under the circumstances you 
have described with regard to Mas- 
sachusetts ? A circumstance of that 
kind would call upon you to make an 
examination such as that? A.—Of 
course, our law is such a vague law, it 
differs from all other laws, 
because the foreign companies are 
required to have here, either with trus- 
tees, or the receiver general, assets to 
cover their liabilities, and it is really a 
business within itself, where the assets 
are entirely in the control of the Govern- 
ment. 


Q.—These foreign companies—do you 
value their insurance policies for the 
purposes of the reserve oftener than the 
five years, or not? A.—Oh, just the 
same, every five years. 


Q.—Then, as to the intervening years. 
You take their statement as to the re- 
serve on policies with such verification 
as you can give in your own office? A. 
—Well, of course, from year to year the 
proper reserve is estimated. That is 
not a difficult matter I am told by the 
actuaries; knowing the accurate re- 
serve at the end of one year it is not 
difficult to tell what the reserve on that 
same business will be one year from that 
date, and then estimate or calculate the 
reserve upon the new business; putting 
the two together, a very close estimate 
can be made of what it ought to be; 
of course, if we had any suspicion that 
the amount returned was less than it 
ought to be, we would simply call for a 
list under another section; I think there 
ae power to call for it to make a valua- 
ion. 


.Q—But you think that just in the 
ordinary course of the conduct of your 
is you can check it sufficiently? A. 

es. 


Q.—To know that there is not much 
variation from what is proper at any 
rate? A.—Yes. 


Q.—Can you say then, how you found 
their policies turn out at the end of the 
five-year period? Nearly as you expect- 
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ed? A.—Oh, I believe so. I believe it 
will be found that our valuation was 
never in excess of theirs. I believe that. 
Q.—For the purposes of the reserve? 
A.—For the purposes of the’ reserve. 
Q.—So that they have been on the 
safe side? A.—On the safe side. 
(Adjournment 1 p.m. until 2 p.m.) 


(After Adjournment.) 


Q:—We were speaking about section 
25, and referring to subsection 11 just 
before the adjournment. The following 
subsections provide for the contribu- 
tions by companies of the payment to 
your department for the inspection; I 
suppose there is no difficulty in working 
that out under the section, is there? A. 
None whatever. 

Q.—They pay the accounts as you ren- 
der them? A.—As they are _ rendered 
they are paid, sometimes a few days de- 
lay, but not very long. 

Q.—There is never any question about 
amount? A.—Never any question about 
amount. 

Q.—There seems to be some distinc- 
tion made between fire companies and 
life companies as to the total contribu- 
tion for that purpose? A.—Yes, there 
is a provision that the fire companies 
shall not be called upon to pay more 
than $8,000. I do not know any reason 
for that being there, except that it was 
in the old Act passed many years ago, 
and why it was put there I do not 
know. 

Q.—It is not a matter that has arisen 
at any rate, or caused any discussion 
of any kind? A.—None whatever. 

Q.—And the provision of the Act as 
constituted now work out equitably be- 
tween all companies? A.—Quite well, 
because as yet the fire companies have 
never been called upon to pay so large 
an amount as $8,000. 

Q.—So that that restriction on their 
constitution has never yet come into 
force? A.—It has never come into force. 

Q:—I suppose the superintendent is 
not interested in any company as a 
shareholder? A.—It is not necessary to 
say so; that is undoubtedly the case. 

Q.—Then the Minister shall lay the 
superintendent’s annual report before 
Parliament within thirty days after the 
commencement of each session thereof. 
That is a matter that probably we need’ 
not concern ourselves about. Then 25 
seems to be a section that would be used 
properly and beneficially by you in some 
cases. “For the purposes of the car- 
rying out of the provisions of this Act, 
the Superintendent of Insurance is here- 


Fitzgerald Ex’d. 


by authorized and empowered to ad- 
dress any enquiries to any insurance 
company licensed under this Act, or to 
the president, manager, actuary, oF 
secretary thereof, in relation ‘0 its as+ 
sets, investments, liabilities, doings, or 
eondition, or any other matter connect- 
ed with its business or transactions, 
and it shall be the duty of any company 
so addressed to promptly reply in writ- 
ing to such enquiries.” Is that an 
amendment? A.—it is an amendment. 
I am not sure whether it was in 1894 or 
1899; it may have been as early as 1894; 
I think probably it was in 1899. 

Q.—I think it must have been before 
1899, must it not, because it is not in 
italics in the copy I have; at any rate, 
it is an amendment since the general 
Act? A.—It is an amendment since the 
general Act. 

Q.—Was there any circumstance that 
brought about that amendment? A.— 
Well, just the circumstance that I have 
mentioned here; that was one of the 
circumstances at all events; where I had 
asked for certain information, and al- 
though it was given to me, it was given 
reluctantly, and it was to meet that 
ease, and there had been other occasions 
of a somewhat similar nature; as much 
as to say, “This is none of your busi- 
ness;” that was the effect of it. 

Q.—That section would seem to cover 
any further answer of that sort by any 
company to you from that date, would 
it not? A,—Within the limits of what 
I am required to do by the Insurance 
Act, yes, and there have been very many 
enquiries made under it, to which I have 
always had to answer; on one or two 
occasions, however, it became necessary 
for me to point out the section under 
which I made the enquiry. 

Q.—The enquiries that you refer to 
now asproducing replies by virtue of 
this section were aimed merely at the 
solvency of the company by comparing 
its assets and its liabilities? A.—And 
any item or anywung that naturally 
grew out of the statement as it was, 

Q.—Anything that would grow out of 
the statement? A.—There is a qualifica- 
tion, you will observe, put in there 
which was not in the section when it 
was originally drawn; it was put in in 
the committee, 

Q.—Which section are you referring 
to? Is is the one we are now at? A.— 
Section 25a. 

Q.—What is the qualification? “For 
the purpose of carrying out the provi- 
sions of this Act’; these words were 
inserted ; confining it to what was pro- 
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vided for in the Act. I myself pre- 
pared that section. It was put in in 
the Committee on Banking and Com- 
merce, because it was suggested the 
Superintendent might get too inquisi- 
tive, 

Q.—tThe first line you regard then as 
precluding you from asking any ques- 
tions that do not relate or have some 
bearing directly on the statement that 
the companies return to you? <A.—Yes. 


()—That is unless it relates to the 
information they are bound to disclose, 
you feel you are asking them something 
that still does not come within any sec- 
tion of the Act, and therefore this gen- 
eral clause enabling you to force an 
answer does not come into play? A.— 
It really crippled the clause that that 
it became practically of very little use. 


().—You have not regarded that clause 
as enabling you, for instance, to see 
whether they were sticking to invest- 
ments authorized by law? 

Mr. McCarthy: Did anybody ever ob- 
ject to this section? 

Mr. Tilley: After the section was 
pointed out, do you mean? 

‘Mr, McCarthy: Yes, 

Mr. Tilley: Q@.—After the section has 
been referred to by you to any com- 
pany, has the company then objected to 
give you any information you desired? 
A,—No, they have not. 

Mr. Tilley: ‘hat covers it, Mr. Mc- 
Carthy, does it not? 

Mr, McCarthy: Yes. 

Mr. Tilley: Q.—At any rate no case 
has arisen where it has been agreed 
tacitly or otherwise, that it did not 
come within this section? A,—No, there 
has been no case of that kind, because 
I felt myself that I should be careful 
not to ask anything where it would be 
refused, and where I would not be in 
a position to compel its production. 
However, it will be borne in mind that 
there is no penalty if they refuse. They 
might tell me to mind my own affairs. 
and there is the end of it. 


Q.—There is no special penalty pro- 
vided in the Act, you say, for a breach 
of section 25a; that is what you mean? 
Aly 63. 

(.—Whether there is any penalty for 
a company refusing to obey: a statutory 
enactment—you do not mean to pass 
any opinion on that? A—I am not pass- 
Ing an opinion on that. 

(.—On the Statute that you have be- 
fore you there is no particular penalty 
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tor a breach of that particular section? 
ANG, 

Q.—So that, although we find this gen- 
eral section in the Act, you ‘have not 
broadened your enquiry any by reason of 
it? A—I have felt that it did not en- 
able me to ‘broaden it any. 

Q—I am just asking the fact; you 
have not done it? A.—I have not done 
it, 

Q.—You felt that by the introduction 
of the section practically nothing was 
advanced? A.—Nothing was advanced; 
but of course it enabled me to get, prob- 
ably without objection, certain informa- 
tion with regard to various items in 
the statement that there might have 
been objection to, in fact a couple of 
cases where objection was made; I te- 
member two cases in particular, 


Q.—Give us an illustration of what 
you mean by two cases? A.—I mean 
that I wrote to a company; it was a 
fire company, however, for certain in- 
formation bearing upon what was con- 
tained in their. annual statement. I 
received an answer from the manager of 
that company asking unders what auth- 
ority I made the enquiry. I replied, 
quoting the section. The reply to that 
letter brought the information I want- 
ed. ‘There was still a later case—this 
only probably occurred within a year. or 
two—the case of an assessment life 
company, where I asked information in 
regard to what the company was doing, 
also growing out of the company’s state- 
ment—to a certain extent, at all events 
—and I got a somewhat similar answer. 
I made the same reply and got the in- 
formation, I am not sure that in the 
case I mentioned last that the informa- 
tion was not forwarded with the first 
letter, with an intimation, or a protest 
against its being asked— 

Q.—It was given without prejudice? 
A,—It was as much as to say “I am 
giving it to you as a matter of cour- 
tesy, ‘but I do not think you have a 
right to it.” 

Q.—So that you have never in any 
way put the section to the test as to 
affording you a right to enquire as to 
what is going on in connection with the 
company’s business between the annual 
statements? A.—No, I never have, 


Q.—In fact, broadly, you have never 
regarded that in any way as part of 
your business? A.—No, I have not. 

Q.—So that it has not developed into 
that situation by reason of anything 
the companies have said or done, or any 
position they have taken, but your own 
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view of your duties and your position 
as defined by this Act? A,—Yes. 

Q.—If the section stood alone one 
would think it was rather broad, in re- 
lation to its assets, in relation to its 
investments, its liabilities, doings or con- 
dition, or any other matter connected 
with its business or transactions, and 
it shall be the duty of any company 
so addressed to promptly reply in writ- 
ing to any such enquiry? A.—You will 
observe the word “expenses” is not in 
there, however. 

Q.—The word “expenses” is not there? 
A.—No. 

Q.—But its doing would probably cover 
expenses? A.—I am inclined to think 
it would not, 

Q.—Or any other matter connected 
with its business? A,—That is broad; 
it is general; ejusdem generis is the 
term you lawyers would use about it, I 
think, 

Q.—At any rate, that is the view you 
formed, and that is the view that pre- 
vailed ever since you have been in the 
Department. I suppose ? A.—Yes, and 
prevailed before I wan there. 


Q.—That has been consistently follow- 
ed out for, at any rate, fifteen years ? 
A.—I have been there myself for over 
fifteen years, something over twenty, 
and it has been followed out for thirty 
years, I am satisfied. 

Q.—Do you see in any way as to the 
observance of the clauses relating to 
conditions of policies, and so on ? 

Mr. Langmuir: You are passing away 
from the duties of the superintendent ? 


Mr. Tilley: Yes. 


Mr. Langmuir : I have a memorandum 
here I wanted to ask Mr. Fitzgerald 
about. Q.—Does it come within your 
province to indicate what is the best 
kind of bookkeeping for an insurance 
company, or do you have any supervision 
over that ? A.—No, we do not. 

Q.—Is there any uniformity in the 
bookkeeping ? A.—Not very much uni- 
formity. There is a great deal of differ- 
ence in the maner in which they keep 
their books. 


Q.—Would it not be very important to 
have a uniformity in order to get the 
same information upon all points of re- 
ceipt and expenditure ? A.—That would, 
of course, have its advantages, but you 
will get bookkeepers of all types, and 
you will never find two bookkeepers 
that will agree exactly as to what it 
should be. and the position I have taken 
is that; so long as I can get the infor- 
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mation from the books as they are kept, 
it is not a matter of great importance 
as to the particular form in which they 
are kept. 

Q.—Take an instance; say the Com- 
mission wanted to know what was the 
expenditure, the outlay, for obtaining 
insurance policies, or writings of cer- 
tain classes of policies as compared with 
others, so that he leading would not. 
be encroached upon with one over the 
others, so that the leading would not 
rather important to know what one was 
more expensive than the other ? I sup- 
pose they have it in their boks? A.— 
I have no doubt they will be able to 
furnish that information if asked. 

Mr. Langmuir: I think, Mr. Tilley, 
it would be very important to have 
uniformity of bookkeeping in life insur- 
ance companies, when you ask for spe- 
cific information on given points. 


Mr. Tilley: Yes, to be sure, that the 
companies are both coming to the: result 
in their statement by the same process 
or system of bookkeeping, so that the 
checking would be a more accurate thing, 
probably, when you have it down to 
some organized style; but Mr, Fitzger- 
ald’s explanation is simply this: that 
they have regarded it as their duty 
to be able say that the companies are 
solvent within the meaning of the Act, 
practically that they are keeping their 
Reserve, and that they are _ properly 
showing their liabilities, and that they 
have assets to represent the assets they 
show or pretend to have. 


Q.—And if they have more assets than 
that, you do not worry much with that 
condition of affairs ? A.—Well. really 
Mr. Tilley, we have not the time to make 
fancy results in this world, or investi- 
gations of any kind, unless they are go- 
ing to be of any value. With our pres- 
ent staff we have not time to do it. 
We might have it doubled, and if we 
had then possibly we might undertake 
some of those things, but in the mean- 
time we have not time to do it. 


Q.—You regard the Act as not con- 
templating that you should do it ? A.— 
I think so. I do not see how anybody 
could get it out of any clause in the Act 
where such a suggestion could come 
from. 

Q.—What I was asking you at the mo- 
ment was the one thing, that in your in- 
vestigation you are watchful to see that 
the company have not overstated their 
assets and understand their liabilities ? 
A.—Correct. 
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Q.—And that you do not exercise care 
to see whether they have overstated 
their liabilities or understated their as- 
sets; you do not take the reverse posi- 
tion at all? A.—No; it has never been 
—in fact we have in a sense rather en- 
couraged the idea that the assets as 
stated should be well within bounds; I 
would much rather see a man have a 
piece of property worth $10,000 and put 
it in at $8,000, than have it worth $10,- 
000 and put it in at $12,000. 


Q.—From the point of view that you 
are examining the company ? A.—yYes. 


_ Q.—From your standpoint of examin- 
ation ? A.—Yes. 


Q.—As to whether that covers the 
whole ground or not, that is your view 
of the Act? A—Yes. Just now in 
connection with that I might point out, 
if you will turn to the document you 
will see the affidavit on the back. It 
was required to be sworn to; they are 
required to, swear that they are the 
owners of the assets that are mentioned 
there. 


Q.—Is this form “C” to accompany 
the statement ? A.—Yes, the form of 
the affidavit. 


.—“So and so president, so and so 
secretary of blank company, being duly 
sworn deposed, and each for himself 
says that they are the above described 
Officers of said company, and that on 
the blank day of blank all the above 
described assets were the absolute pro- 
perty of the said: company, free and 
clear from any liens or claims therein 
specified, except as before stated, and 
that the foregoing statement with the 
schedule and explanation hereunto an- 
nexed and by them subscribed, are a 
full and correct exhibit of all the lia- 
bilities and of the income and expendi- 
ture and all the general condition of af- 
fairs of the said company on the said 
blank day of blank last, and for the 
year ending on that day, according to 
the best of their information, knowledge 
and belief renpectively?” A.—You will 
notice that that requires that they shall 
depose to the fact that all the liabili- 
ties are there, but there is nothing re- 
quiring them to say all the assets are 
there, so far as the affidavit is con- 
cerned. 


Q.—The affidavit does end with a 
broad general statement that it is a 
correct statement, and the income 
and expenditure and the general condi- 
tion and affairs of the said company are 
correctly shown, What you point out 
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is that it rather emphasizes that all the 
assets are theirs ? A.—Not saying that 
they are all the assets; all that are 
there belong to the company, but it does 
not necessarily mean that they include 
everything they own, whereas it does 
show that those are all the liabilities. 

Q.—You say it is an affidavit which 
is aimed at securing a correct  state- 
ment, not overestimated, of assets, and 
not underestimated of liabilities ? A.— 
Yes, I think that entirely bears out the 
view. 

Q.—Of course the affidavit does con- 
tain other general matters, but we are 
getting your view and the way you work 
under this Act; that is the subject of 
enquiry at the present moment. Then 
do you exercise any supervision as to 
the compliance with section 27 and 
those sections there ? A——No. I cannot 
say that I have ever endeavored to as- 
certain whether those clauses 27 and 
28 are in force or not, or adopted or 
not, and perhaps one reason for that 
is—to some extent it has influenced me 
at all events—that those two sections 
have been by many considered to be 
ultra vires; the Dominion Parliament 
had no right to pass them. It is a mat- 
ter of contract which comes within the 
jurisdiction of the Province and not of 
the Dominion, and you will find where 
there are cases decided, as there are 
quite a number, referring to this : I may 
say there are similar clauses in the On- 
tario Act. The judges always referred 
to the Ontario Act and never to this 
Act. 

Q.—It in a matter of contract and 
civil rights, and therefore comes within 
Provincial legislation ? A.—Yes. 

Q.—But with the view you have taken 
of your duty under the Act I suppose 
you would not enquire into that any- 
way ? A.—Well, no, I do not think so. 
I do not think there is anything in the 
Act that requires that the Superintend- 
ent should in any way pass judgment 
upon the contracts or any of them. 

Q.—That is a clause which you con- 
sidered put there for the benefit of per- 
sons dealing with the company? A.— 
Yes. 

Q.—And it is for them to enforce it ? 
A.—Yes. 


Q.—At any rate, the matter has never 
been referred to in any way? A.— 
Never. 

Q.—Are the company in any way 
obliged to submit to you copies of poli- 
cies they issue, or forms that they use ? 
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A.—They are not, except in two. or 
three of the assessment companies, 
where their charter provides that they 
shall send forms of the policies before 
they are used. 

Q.—Could you give me the names of 
those companies? A.—The Woodmen of 
the World and the C. M. B. A.—the 
Catholic Mutual Benevolent Society. 
Those are the only two I can think of. 

Q.—Other than those two you would 
not get such forms from any company? 
A.—Well, of course, for certain purposes; 
for the purpose of valuing the policies 
of the company we are required to get 
the policy forms. 

Q.— You would have to get the poli- 
cies in order to compute the liabilities? 
A.—Yes, to compute the reserve under 
the policies. 

Q.—In that way are samples of the 
policies issued by the companies submit- 
ted to you? A.—Never submitted in 
the sense in which you mean. They 
are supplied when we ask for them, and 
we ask for them for the purpose that I 
mention; that is for the purpose of being 
able to make a valuation. 

Q.—Would you have on fyle in your 
department copies of forms of all policies 
issued by all these companies? A.—Yes, 
I imagine we have. 

Q.—I suppose you could not properly 
estimate the reserve without having the 
policy? A.—No, there are many forms 
of policies ; there are a great many pol- 
icles now issued that have very peculiar 
features, and it is necessary to have the 
policy before you to see what the cun- 
tract is before you can value it. 

Q.—I suppose in the return to you of 
policies for the purpose of valuing every 
five years, the statement showing the 
policies indicates the nature and the kind 
of policy? A.—It does. 

Q.—And if it is a standard policy 
known to you then you do not look at 
the particular form; is that the idea? 
You do not require to? A.—No, but if 
there is any special— 

Q.—If there is any special kind you 
have to examine that particular one? 
A.—Yes, to see what its prcvisions are. 

Q.—And in that way you think prcb- 
ably all the forms of policies in use have 
get into your office at one time or an- 
other? A.—I think so. 

Q.—Then, of course, all the provisions 
in that section would come in the same 
way. Have you ever had occasion to 
act under section 29? A.—Never with- 
in my time. Quite recerily. however, 
we received a notice of a judgment 
against.a company, notice of two judg- 
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ments against a company, and upon re- 
ceiving the notice I communiented with 
the company and told them the ecnse- 
quence of those not being paid. The 
result was the judgments were paid be- 
fore the time, the sixty days, had ex: 
pired, and so the license was 7ot with- 
drawn. 

Q.—In a case like that wouid you grt 
any explanation from the company why 
the claim had not been paid sooner? <A. 
—Well, no. 

Q.—Did it cause you to make any en- 
quiry as to the condition of the com- 
pany? A.—Well, of course, I had a gen- 
eral idea of the cause of it; the com- 
pany is a company recently admitted 
into Canada, and it nas been in rather 
bad order for a length of time, and I 
believe just at that particular time had 
no chief agent; the chief agent whe 
had been appointed resided in Montreal, 
and had left the city and gone to New 
York; it was ‘at. a time when there was 
really nobody to look after the business 
of the company. 

Q.—You mean to say such cir iroumstan 
ces existed in that case which you knew 
of? A—Which I was aware of. 

Q.—That you could reasonably account 
for that without putting you to the task 
of finding out whether any insolvent 
condition existed? A.—Oh, in the case 
of this particular company, it is an en- 
tirely solvent company; there is not any 
question about that. 

Q.—So that there wag nothing then to 
cause you to make any further enquiries 
as the result of that? A.—No. 

Q.—And that is the only case where 
you have been called on to do anything 
under that section? A.—Yes, even to 
notify a company; that is the only case. 


Q:—I suppose in the very nature of 
things, so long as the reserve is any- 
where néarly kept up, that claims under 
policies must be paid? A.—Well, as a 
rule, you know they are paid with, I 
think, very little delay. 


Q.—Have you acted under section 32? 
I suppose you have. That is where 
pee a have ceased to dio business ? 

A.—Oh, several cases. 

Q.—And do the provisions of that 
seem to work out all right in adminis- 
tering? A.—yYes, there is no difficulty 
in working them out. Sections 32, 33, 
and 34, I think, go togethers and point 
out the procedure; we have had several 
cases of that kind. 

Q.—And there iis nothing developed in 
the working out under those sections— 
nothing that can be’ improved? A.—Well, 
it has been considered that these sec: 
tions work a hardship in certain cases. 
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_ Q.—What cases? A.—Well, now, the 
result here is that a person is obliged 
to take the reserve that is tendered. A 
certain amount is tendered. 

Q.—Or else it is returned to the com- 
pany? A.—Or it is returned to the com- 
pany. It may be a hardship upon the 
person who is in poor health. To a 
person in perfectly good health the re 
turn of the reserve is probabiy very 
nearly all he is entitled to. But with 
a person in poor health, who may be 
expected to drop off any moment, it i: 
not so. If the company had continued 
in business until the man died, it is not 
simply the reserve he would get, but 
the face of the policy; so that the re- 
serve really in cases of that kind does 
not indicate, or does not properly meas- 
ure, the actual value of the polity to 
the insured. 


Q.—That is to say, the actual value in 
a particular case might be more than 
the reserve? A.—Yes. 


Q.—And I suppose in many cases 
would be considerably more? A.—Yes. 

Q.—And under this Act where a com- 
pany is ceasing to do business there is a 
tender made to the policyholder of his 
share of the reserve? A.—Yes. 

Q.—And then, if the policyholder re- 
fuses to accept that reserve, the reserve 
is then paid to the company? A.—Paid 
to the company. 

Q.—The effect of that is what, if paid 
to the company? A.—Well, if paid to 
the company the policy remains in force, 
and he has to take his chances of col- 
lecting it. 

Q.—The company have that asset left, 
which the company has to cailry, and 
the policyholder has to take his chances 
of getting that asset back from the com- 
pany, with the interest that bas been 
earned on it? A.—When it has become 
a claim to get the face of his policy. 

Q.—In fact it forces policyholders to 
accept, does it not? A.—In very many 
cases that is the practical result. 

Q.—Whether he wants to or not? A. 
—Yes. 


Q.—There is no provision here that 
can compel the company to reinsure that 
party in some other company? A.—No, 
there is not. No provision vy which 
they can compel them to reinsure, no. 
There are many cases where it would be 
absolutely impossible to get a company 
to reinsure. 

Q.—But that is the way in which it 
worked out, and can you suggest any 
improvement on that, on what is in the 
Act? A.—Well, it is not easy; it is a 
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difficult thing, If provision ~could be 
made by which the person was allowed, 
in cases of that kind, to continue to 
pay the premium to somebody or other 
—it was at one time suggested that it 
should be paid to the Government. » 


Q.—In a case of that nature? A,— 
Yes, in a case of that nature; and the 
premiums should be continued to be paid, 
and then when it became a claim that 
the man would be entitled to the full 
amount, but then there was a difficulty 
about that; where would the money 
come from necessarily? Because the 
amount of premiums paid in, the chances 
are, would not be a tenth part of the 
amount of the claim. 

Q.—It would compel the Government 
to be an insurer to that extent? A.-- 
Yes, and generally, as a rule, a loser as 
well. 

Q.—And if that clause were in there 
would be very few who would take the 
reserve on their policy? A.—No, they 
would have then what would be called 
a pretty safe policy. 

Q.—Is there anything else regarding 
those sections that you have in mind 
that you could say that would be of 
any assistance? A.—No, In the work- 
ing out of the cases that have come 
under the Act within my time, that is 
the only thing that has arisen that 
ealled for any comment. 

Q.—Then there is a provision in sec- 
tion 35 which relates to the computa- 
tion of reserves, which, to a layman, 
would seem to be in conflict with the 
previous section above, computation of 
reserve, which is in 10a, What does 
that mean? “When computing or esti- 
mating the reserve necessary to be held 
in order to cover its liability, and so 
on, each company may, as to policies is- 
sued on or after a certain date, make 
certain computations by other standard 
tables of mortality than the one speci- 
fied”? A.—The difference between that 
and the other is the particular standard 
table of mortality. Some of the com- 
panies doing business in Canada— 


Q.—Canadian companies or foreign 
companies doing business here? A.—I 
think most of the Canadian companies 
use the H. M, tables, but I think the 
Great West uses the Combined Exper- 
ence; that is, the American table, or the 
America Experience, I don’t know which. 
This permits them in making their valu- 
ation to make it in accordance with the 
table and rate of interest they have 
adopted in preparing their premiums, in 
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fixing their premiums. Then the general 
provision comes in, that is lower than 
the standard provided for by the sec- 
tion 10, it may be revalued, and if there 
is a difference between the two, it is 
that contained in the previous section 
that governs and would be inserted in 
the report. 


Q.—This section authorizes companies 
to vompute their reserve in a different 
way than the way specified in the pre: 
vious section, but if the company gets a 
different result— A.—If it gets a simi- 
lar result— 


Q.—No, if it gets a larger result? A. 
—There would be no reason for doing it 
in that case, It is the case where it 
is less than is provided for in the sec- 
tion. If they have charged themselves 
with more than they should be legally 
charged with under the Act, nobody 
finds any fault. 


Q.—Or if they have retained more 
than they are legally: bound to retain, 
there is no complaint of that? A—No. 


Q.—If the section works out in that 
way, what is the practical use of it? 
The previous section requires the com- 
pany to maintain a certain reserve— A. 
—I cannot say that it is any advantage 
to the company to have it. It is a mat- 
ter of convenience to calculate the re- 
serve according to the same table and 
rate of interest they have used in fixing 
their premiums. 


Q.—Does the method adopted by the 
company in calculating its reserve ‘e- 
come communicated to you? A.—That 
is a part of the return made in one of 
the forms, I think it is page 4, the foot- 
note contained on page 4 on one of 
those statements, “State table of mor- 
tality and rate of interest employed in 
computation, or where an estimate only 
is given, state the basis of such esti- 
mate,” So that the statement gives the 
basis on which it is calculated, and then 
it is a simple matter to ascertain 
whether that reserve is greater than it 
ought to be. I think Mr. Blackadar or 
Mr. Grant would tell you whether the 
table calculated according to the Ameri- 
can Experience at four per cent. inter- 
est was greater than it should be. 


Q.—So long as the actuary knows the 
table and the rate taken by another 
company, he can say whether that is 
going to bring a result that is greater 
or less— A.—He ‘can say at _ once 
whether it will be greater or less than 
the result called for by our valuation. 
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Q.—That is, assuming the proper cal- 
culation of it by the other. company, 
that he can then check it in that way? 
A,—Yes. 


Q.—But when the policies,are valued 
once every five years is any regard paid 
to the method adopted by other com- 
panies or authorities, or do you start 
out unincumbered by the method adopt- 
ed by anybody else? A.—Wholly unin- 
cumbered? A.—Wholly unincumbered, 


Q—yYou do not consider that at all? 
A.—No. 


Q.—You do not consider their figures, 
but make out your own? A.—Yes. 


Q.—Have any re-computations taken’ 
place under. this section? A.—I have no 
recollection of its being necessary . to 
make any re-computation. The section 
provides for the company asking the de- 
partment to make the computation for 
them, That has been done in a few 
cases. 


Q.—Tell me what kind of companies 
ask you to do that, Canadian or for- 
eign? A.—One foreign company has 
asked us on several occasions; that is 
the National Life of the United States; 
it is one of the retired companies with 
very few policies in Canada, and I pre- 
sume they have not an actuary; I do 
not know the reason. At all events they 
found it cheaper to get the Department 
to compute the reserve than to have 
it done elsewhere, 


Q.—Have the Department figured our 
reserves for Canadian companies? A.— 
I think I have a recollection on one 
occasion of a company in Montreal two 
or three years ago asking the Depart- 
ment to calculate the reserve for them, 

; Q.—And that was done under this sec- 
tion? -A.—That was done under this 
section, 


Q.—And paid for by the company? A, 
—Paid for at three cents a policy. 

Q.—That would be entirely on account 
of not having an actuary to do it? A. 
—That would be the cause, T think, in 


each case. I do not know of any other 
reason for it. 


Q.—Do you in any way ascertain 
whether the companies have actuaries to 
check their figures? A.—Oh, it is a 
matter of common knowledge that the 
majority of the companies have actu- 
aries ; a chief actuary and one or two 
assistants, 


Q.—Some companies have none? A,— 
Some, yes, for example, I think a com- 
pany in Winnipeg—I do not know that 
it has any real actuary. These com- 
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panies have what is called a consulting 
actuary, who visits the company period- 
ically, and in the meantime there is per- 
haps somebody in the office of the com- 
pany, while not being an actuary, has 
sufficient. knowledge of the subject to 
be able to calculate the reserve from 
tables of mortality that are prepared 
for him. 


Q.—He can carry it on in the mean- 
time? <A.—Yes. 


Q.—And then the figures are dealt 
with by the other actuary when he 
makes that inspection? A.—Yes. 


Q.—So that this section has not been 
very commonly used, I gather, in the 
way of employing the Department? A. 
—WNo, very rarely. 
revenue from that. 


Q.—Then the other section there re- 
lating to assessment in mutual or as- 
sessment life insurance companies, I do 
not know that for the present we need 
to bother about, unless there is some- 
thing you care to say about those pro- 
visions of the Act? A.—Well, only 
this, with regard to the business of as- 
sessment life insurance in general: I 
think it was a mistake ever to have 
permitted companies to do business on 
that basis in Canada. The history of 
them in this country has not been sat- 
isfactory, and it would be my recom- 
mendation that hereafter no company 
shall be licensed to do business upon the 
assessment plan. 

Q.—How many companies are there 
now licensed to do business on the as- 
sessment plan? A.—There are, I 
think, four in all; the Independent 
Order of Foresters; that is the only 
one that is strictly licensed ; that is to 
say, it has made a deposit and is li- 
censed, and is put in the list of licensed 
companies. There are other companies; 
the Commercial Travellers, the Wood- 
men of the World, and the C. M. B. A.— 
Catholic Mutual Benefit Association— 
that are registered and are doing busi- 
ness upon the assessment plan. Those 
are the only ones. Up to 1904 there 
was the Mutual Reserve Company doing 
business upon the assessment plan, but 
in the year 1904 it obtained a special 
act, under which it was enabled to throw 
aside the assessment features of its 
business, and to convert all its old as- 
ssessment policies into regular level 
premium policies, and'so now it is do- 
ing business on the level premium or old- 
line plan, just the same as the regular 
companies. pa OB REY GC 

Q.—Do these ‘companies, the ; four 
companies that you have: mentioned, 
send in returns every-year? 


We get very small, 


A .—Yes.. 
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Q.—The same as the straight life com- 
panies? A.—yYes. 


Q.—And those returns 
are they? A.—Yes. 


Q.—And you inspect the business of 
these companies at their head offices, 
the same as you do all other companies 
that are under the Act?. A.—yYes, pre- 
cisely the same way. 


are -checked, 


Q.—Then are there any assessment 
companies incorporated elsewhere doing 
business here? A.—No, there was 
one, the Mutual Reserve; there were 
also originally the Massachusetts Bene- 
fit, and the Covenant Mutual; these two 
went into the hands of liquidators and 
have been wound up. 


Q.—You say you think it is a mis- 
take to license the business of these 
companies in the Dominion? A.—yYes, 


Q.—On what do you base that state- 
ment? A.—Well, the unsatisfactory re- 
cord of the companies. Generally, after 
going along « little while, they collapse. 
Originally, I believe the first one was 
the Canadian Mutual Aid, a little asso- 
ciation, with head office in Toronto ; 
the Provincial Provident and the Can- 
adian Mutual Aid ; that association was 
taken over by the Massachusetts Bene- 
fit, and the Massachusetts Benefit went 
into liquidation, and its affairs were 
wound up under an order of Court in 
Toronto. The Provincial Provident was 
taken over by the Mutual Reserve. As 
I say, the Mutual Reserve had to come 
here to get an Act to enable it to change 
its method of doing business. There 
was a company, the Mutual Relief So- 
ciety, in Nova Seotia, an assessment con- 
cern, and it was taken over, too, by the 
Massachusetts Benefit, and one after 
another has dropped out; there were 
quite a number of them originally, but 
now reduced to the four that I have 
mentioned. 


Q.—There are only four here now, and 
the companies that you have mentioned 
are companies that have been doing 
business here and have ceased to do 
business here? A.—Yes. 


Q.—By reason of not being success- 
ful? A—They have all been wound 
up in effect. . The Canadian companies 
have transferred their business to other 
companies, and the other companies have 
later on failed. at: 


-Q.—What do you consider to be the 
weakness of that system of insurance? 
A.—Well, understand, the system of 
insurance is this : they’ pretend to ‘col-— 
lect as they'go along; during’ the earlier 
years, when the death losses are small, 
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they have not much to pay. They 
levy small assessments. As the com- 
pany advances, and the death rates get 
a little larger, then they levy still 
larger assessments, and so it goes on. 
By-and-bye the time comes when the 
assessments are getting tolerably large. 
Then the members begin to find fault, 
and they drop out, many of them. The 
good lives will drop out, and only those 
that are impaired will stay on, and they 
will stay on because they cannot get 
insurance anywhere else; and so the 
time is not far distant when they have 
to close up, and really the company is 
found to be no service whatever when 
the policyholders really wants security. 

Q.—Does such a company require to 
carry a reserve? A.—No. 

Q.—Not required under this Act? A. 
No, there is a special provision in it 
that the company is not required to 
carry a reserve. 

Q.—Instead of having the system 
where you take a level amount, and 
keep it for a reserve, the premiums in- 
crease with age? A.—Yes. 

Q.—And the reserve is supposed to 
stay in the pockets of the policyholders? 
A.—Yes, and it stays there for all time. 

Q.—And for that reason, in view of the 
experience, you think it was a mistake 
to commence to charter or incorporate 
these companies, or license them under 
the Dominion Act? A.—Yes. 

Q.—How long has the Dominion been 
licensing or incorporating such com- 
panies? A—The Act under which it 
was permitted first was in 1885, passed 
in June or July, 1885. 

Q.—Previous to 1885 were any compan- 
ies permitted to do business in that 
way, in that style ? A.—No, they were 
not. 

Q.—In Canada? A.—No. 


Q.—With any Dominion charters? A. 
—No. 


Q.—So that the companies you have 
referred to have all appeared and dis- 
appeared since that time? A.—Since 
1885. 


Q.—Without computing reserve for 


them, because they have no reserve, you 
had to take their statements of their 
mortgages and bonds and = securities ? 
A.—Yes. 


Q.—Are the provisions that apply to 
investments under the Insurance Act 
the same for such companies as for the 
ordinary level premium companies? A. 
—That is governed in each case by an 
Act of the company, 
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Q.—They do not come under section 
50 of this Act ? A.—No, not. directly; 
at least in the case of the Independent 
Order of Foresters two views were held; 
one was-that this Act of 1899 did apply 
to them, and the other that it did not, 
and so to make quite certain the Order 
asked for an amendment to the Act un- 
der which they were authorized to in- 
vest, section 7 of chapter 100 of the 
Statutes of 1901. “Section 6 of chapter 
104 of the Statutes of 1889 is amended 
by inserting after the words ‘Or any 
of the Provinces thereof” in the seventh 
line of the said section, the words “Or 
any of the securities specified in sub- 
sections 1 and 2 of section 50 of the 
Insurance Act.” 


Q.—So that they are affected by sec- 
tion 50, but only by reference to that 
section, an stated in their own Acts of 
incorporation and amending Act ? A— 
Yes. 


@.—Then in the case of such a com- 
pany as that do you in any way check 
whether the securities are under the 
Act of incorporation or not ? A.—Oh, 
yes, we see that they are, I think—yes, 
I do not think they have any security 
that does not come within the definition 
contained there. Their securities—and 
now they have quite a large amount 
of securities—consist very largely of 
mortgages, and one item of their assets 
is contained of stock in the Union Trust 
Company. Trust companies is one of the 
companies mentioned in which they are 
permitted to invest; they have a few 
debentures, but it is principally on mort- 
gages and in the stock of that trust 
company; they are the principal items. 

Q.—Is a considerable amount held in 
the trust company ? A.—Yes. 

Q.—That is an investment authorized 
by the Act, and being authorized by the 
Act you have nothing more to say about 
it, in your view? A.—No, I have noth- 
ing more to say about it, 

Q.—Have you ever had any question 
between yourself and any one of these 
assessment companies, in any one in 
particular, in regard to their invest- 
ments and powers of investment ? A.— 
No, I have not. 

Q.—They seem to have kept within 
the line all along ? A.—Yes. 

Q.—And your check as to that would 
be just of the same nature as to the 
other companies that you have told us 
about ? A.—Yes. 

Q.—Has any company applying for a 
license under the assessment provisions 
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been refused the application ? Was there 
any question of that nature arising ? 
A.—Yes, questions have arisen. I have 
frequently had enquiries to know the 
conditions upon which they could be 
admitted to do business in the coun- 
try, and for some time past the in- 
variable reply is, while I do not tell them 
it won’t be granted, that in view of the 
bad record of these companies, I thought 
it was exceedingly doubtful whether they 
would obtain a license, and that has 
generally had the effect of their not 
putting the application any further. 


Q.—Shortly you have sought to din- 
courage them from applying? A.— 
Yes. 

Q.—That is practically what you meai? 
AT Y 5. 

Q.—When you become aware that ap- 
plication for a license may be made, 
then, while not saying that they can- 
not have it, you seek to get them to 
change their mind about applying? A. 
—Precisely. 


Q.—That is because of the view of 
the Department, is it, that it is not a 
desirable class of business from a pub- 
lic standpoint to encourage ? A.—From 
the public standpoint; it is insecure. 


Q.—In doing that you feel you are 
acting in the interests of the public to 
that extent ? A.—Yes, 


Q.—Then there is provision, I notice, 
in the Act for certain words being 
printed on policies and applications, and 
so on, assessment system, and so on? 
A.—Yes. 


Q.—Have you any means of ascertain- 
ing whether that provision of the Act 
is in force ? A.—Well, only this in the 
case of these assesnment companies we 
always get from the company a form of 
policy just in the form in which it is to 
be issued under the assessment system, 
and then there are some words required 
to be put upon it, and that is that an 
action may be brought in any—. 


Q.—There is some other provision such 
as that ? A.—Yes, and we always see 
that these are upon the model that comes 
to us. 

Q.—Upon the form submitted ? A.— 
Yes, but it would be quite possible for 
the company to issue something else, 
and we would never hear of it, but I 
do not think—and I have no reason to 
think—that that has ever been done. 

Q.—You have received no official com- 
plaint in that way ? A.—No. 
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Q.—The Act provides penalties for 
contravening that section. Have many 
companies taken advantage of section 
42a, and applied to be transferred from 
the assessment style? A.—Only one 
company; that is the Mutual Reserve. 
They applied and gave the notice that 
is mentioned in that section. That would 
relate back, I suppose, to 1900. This 
was passed in 1899. That section became 
a portion of the Act in 1899. I think 
it would be after 1900. In 1900 the no- 
tice was given, Then the Act of 1904 
which I have mentioned put not only 
the business transacted after the giving 
of the notice, but the bulk of the other 
business also upon the level premium 
plan, so that that section became wholly 
inoperative. 


- Q.—You say there is an Act of 1904 ? 
A.—Relating to the Mutual Reserve Fund 
Association alone—a special Act. 


Q.—What was the effect of that? A. 
—It is not in that book; it happens not 
to be put into that. 


Q.—I do not know that it is material. 
I was just wanting to see what it was. 
Was special legislation enacted regard- 
ing that company which prevented it 
coming under this section ? A.—It was 
under this section, and under this sec- 
tion a portion of the business—. 


(..—What remained on the assessment 
principle? A.—Yes; that taken prior to 
the giving of the notice remained on the 
assessment system, and that which was 
taken after the giving of the notice, 
which was, I think, in August, 1900, 
would be on the level premium plan. 
The effect of the Act of 1904 was to put 
the whole of the business, -or to give the 
company power to get the whole of the 
business upon the level premium plan, 
and of course there was a provision in 
the Act which provided that certain 
policyholders, if they wished, might stay 
on the assessment plan, and I believe 
there were a few, but the bulk of the 
business is on the level premium plan, 


Q.—So there is no case at all cov- 
ered by that section? A.—Not one, 

Q.—What have you to say about this 
section as relating to transfer of— A.— 
Well, with regard to that, of course 
now there are only these assessment 
concerns, the three or four that I have 
mentioned, that can give the notice, and 
I think this clause ought to be repealed. 

Q.—What is the objection to enabling 
the company to transfer from one kind 
of business to the other? A.—The dif- 
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ficulty of working it out is the objec- 
tion. Here you would have practically 
two companies, one doing business upon 
the level premium plan, and that por- 
tion of the business would necessarily 
be kept separate from the older business, 
Then you would have one portion of the 
business upon one plan and the other 
upon the other, and the portion on the 
assessment plan would be the older busi- 
ness, and the result of that would be 
that as that business is decreasing from 
time to time as the membership drops 
—it is a decreasing membership and an 
increasing mortality, with almost a cer- 
tain result of very speedy collapse. 


Q.—And you think then the difficulty 
of incorporating two such companies into 
one is practically so great that it is use- 
less to attempt to work out legislation 
in that way? A.—That is my idea 
about it. 


Q.—That section 42a might as well 
just be taken out of the Statute? A.— 
I think it should be taken out, 


Q.—And thereby compel companies to 
start on the level premium basis, or else, 
at any rate, commence on assessment, 
and get over to the level premium after- 
wards? A.—Yes, 


Q.—Probably if that section is not 
much used it is not necessary to refer 
to it any more, Then there is a section 
43 that exempts certain societies and as- 
sociations for fraternal and benevolent 
purposes. I suppose that is the section 
which exempts such societies from this 
Act? A,—Yes. 


Q.—Then if they are exempt under 
that Act, have you anything to do with 
them at all? A.—I have nothing to do 
with them at all, 

Q.—If they are exempt under that 
Act they do not come under any other 
Act that brings them under your juris- 
diction? A.—Not under my jurisdic- 
tion. 

Q.—Would any of the societies or as- 
sociations that are exempted there still 
come under the operation of the Order- 
in-Council authorizing this investiga- 
tion? A.—No, anything is excluded that 
comes under that exception—well, I 
should not say that, because that Order- 
in-Council is very broad, and they are 
not specificially mentioned in it. Under 
that first clause, to enquire into the 
general subject of life insurance and life 
insurance systems—I am not prepared 
to say it would not come under that, 
but they are not specificially mentioned. 
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(Y.—You think they are not under the 
clause under which the operations of cer- 
tain associations, chartered companies, 
are to be enquired into? A.—No, be- 
cause that mentions companies chartered 
by the Dominion or chartered by the 
Province and licensed by the Dominion, 
and they do not come under either of 
these two headings, 

Q.—You would have, I suppose, no 
list of companies except under that 
section? A.—Oh, no. There is in On- 
tario a Friendly Societies Act. 

Q.—You have nothing in your depart- 
ment that gives you a record or list 
of the names? A.—No, nothing. 

Q.—I think there is an amending 
Act, or a further Act, which does not 
purport to be an amending Act, whereby 
certain societies may be exempted from 
the Act, or where it is a hazardous risk 
or business they are following? A.— 
Yes: 

Q.—Have any of the societies ever 
been exempted under this clause? A.— 
There have been either one or two, I 
am not certain, certainly one, I think 
possibly two, the Railway Trainmen, I 
think, one, of Galesburg, and I think 
the other of Ohio, However, I can as- 
certain the names of these two. 

Q.—And they would be excluded from 
the Act just on the ground, I suppose, 
stated in that Act? A.—Precisely. 

Q.—That the work itself was so haz- 
ardous that the members of that asso- 
ciation could not get insurance at writ- 
ten rates with other companies? A.— 
They could not get insurance at all, or 
if they did get it— 

Q.—If they did get it, it would be at 
Such a rate that it would be prohibit- 
ory? A.—yYes. In getting exemption 
they haye to bring themselves specifi- 
cally within the terms of that Statute. 

Q.—To get exemption you had to get 


proof? A,—Yes, that they came within 


the conditions of the Act. 

Q.—The next sections, from 45 to 48, 
apply to Inland and Marine, and 49 the 
same, Then the next section that con- 
cerns us is section 50; that is a section 
that was added to the Act, was it 
not — A.—TIn 1899, 

Q.—Before that section was passed 
was there any! provision in the Insurance 
Act as to securities upon which the 
companies could loan money? A.— 
There was none. 

Q.—What governed that? A.—The 
provisions in the charters of the differ- 
ent companies in their Acts of incorpora- 
tion, 
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Q.—Did all the charters actually refer 
to that matter, can you say? A.—The 
charter of every company contained 
some provision—they were not all alike, 


Q.—For investments? A.—Yes, some 
provision for investments, 


Q.—Can you trace out any similarity 
then between the provisions contained 
in Acts incorporating different com- 
panies? A.—Well, there were certain 
general provisions in almost the 
whole of them, say up to 1897; there 
were a number, Municipal securi- 
ties were mentioned, and Govern- 
ment bonds, mortgages) and debentures 
of loan companies. These are the prin- 
cipal items that were contained in the 
charters up to about that time. Then 
I think the first real advance where it 
was broadened in 1897, as far as—that 
is, there were always slight differences 
between the powers contained in the dif- 
ferent Acts, but in 1897 there was grant- 
ed an Act to the North American Life, 
which was somewhat in advance of any- 
thing that had been previously granted. 


Q:—Then the Acts of the older com- 
panies were rather broad, were they, as 
to investments, in some particulars? A. 
—Yes, two of the old companies; that 
is the Canada Life and the Sun; have 
charters very much alike, almost identi- 
cal with each other. The Canada Life 
was incorporated in 1847 I believe. 


Q.—And the Sun Life? A.—Somewhat 
later, but the charter is almost in the 
same terms, and both companies are in- 
corporated by the old Province aof Can- 
ada; that is consisting of Ontario and 
Queber. 


Q.—In what respect would you say 
the powers of investment of those com- 
panies were broad? A.—I do not know. 
J think I gave somebody a copy of the 
charter of the Sun. It is almost the same 
as the Canada. Life. 


Q.—The Canada Life is the older one 
of the two? A.—Yes. There is one 
very long section, it appears to be a 
preamble. It is in the first section of 
the Act at all events; ‘And provided 
also that it shall not be lawful for the 
said corporation to deal with or use or 
employ any part of the stock, funds or 
money thereof in buying or selling goods, 
wares or merchandise, or in any banking 
operations whatsoever.” And this is 
the clause: “But it shall be lawful, nev- 
ertheless, for the said corporation to 
purchase and hold for the purpose of 
investing therein any part of their funds 
or money any of the public securities 
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of this Province.” And it is a ques- 
tion, what does that mean? 

Q.—That Act being passed in the old 
Province of Canada? A.—Yes. The 
clause continues: “The stocks of any of 
the banks or other chartered companies, 
and the bonds or debentures cf any of 
the incorporated cities or towns or mu- 
nicipal districts.” What does that 


mean? Does it mean to restrict them to - 


that Province, or is that unlimited? 
“And also to sell and transfer the same, 
and also to make loans upon or pur- 
chase bonds or mortgages and other sim- 
ilar securities, and the same to call in, 
sell and reloan, as occasion may render 
expedient.” You see it is beautifully 
indefinite as to what it means; and the 
Sun is almost the same. Now, under 
that, whether they possess the power or 
not, the Canada Life claims very much 
wider powers than those contained in 
section 50 of the Insurance Act. 

Q.—That is the subject you were re- 
ferring to this morning as being ’a mat- 
ter of considerable correspondence and 
discussion between you, lasting over 
some time? A.—Yes. 

Q.—I suppose you have not that cor- 
respondence yet? A.—No, if will take 
some little time to look it up, it ex- 
tends over some time, and has not been 
kept separate and I will have to pick 
it out. 

Q.—Then, the Sun Life, you say, is 
very much the same, and as to those 
provisions about investing and buying 
stocks and bonds of any chartered com- 
pany—is that expression peculiar to 
those two companies only? A.—To those 
two companies only. 

Q.—You find no similiar clause in the 
charter of any other company? A.—No. 

Q.—Then, in the case of the companies 
incorporated after the Canada Life and 
the Sun Life, the investment powers 
were somewhat more restricted, were 
they? A.—They were. 

Q.—Until 1897? A.—Until 1897. 


Q.—When the North American com- 
pany procured the Act, of which section 
50 is almost indeed the counterfoil? A. 
—It is pretty nearly the same: there 
are a few other matters mentioned in 
section 50 that are not in the North 
American Life, but the North American 
aa is the nearest approach to section 


Q.—And section 50, insofar as it differs 
from the statute relating to the North 
American Life, is a little broader? A.— 
Is a little broader, yes. 

Q.—Is it right to say that the Canada 
Life and the Sun Life are the only two 
companies that have broader powers 


INSURANCE. 73 


SESSIONAL PAPER No. 66 


4th day, March 15, 1906. 


than are given by the Insurance Act? A. 
—I think that is correct. 

Q.—Broader than the powers given by 
section 50 of the Insurance Act? A.— 
Yes, that is quite correct. 

Q.—And section 50 of the Insurance 
Act, insofar as it operated at all served 
to bring the others a little vloser to 
those two companies, but did not bring 
those two companies on the same level 
as the others? A.—No, it did not. 


Q.—Section 50 was not to affect any 
powers that the companies had with re- 
spect to investments which the compa- 
nies had before that section was passed? 
A.—That is correct. 

Q.—So that the Canada Life and tie 
Sun Life only require to use -ection 50 
insofar as their own Act does not ex- 
tend to some foreign securities. or se- 
curities of that nature; is that right? 
A.—That is correct. 

Q.—During the whole of the time this 
correspondence has been going on _ be- 
tween you, were the companies going on 
investing just as they construed the 
Act? A—No. 


Q.—Put it as you construe it? A—No, 


they have been gradually curtailing, and- 


I understand the Treasurer of the Can- 
ada Life to say that within a short time 
every questionable security will be put 
out of the way, and only such as come 
clearly within section 50 will be held. 

Q.—You understand him to saw that? 
A.—To me. ay 

Q.—Is that something recent! A.— 
Oh, yes, it is quite zecent. 

Q.—How long ago? A.—Wi!hin the 
current calerdar year. 

Q.—Within the -rear 1906? A —Yes. 

Q.—I think you said the Sun Life 
agreed with your construction of their 
Act of Incorporations? A.—Well, they 
did not express any dissent from it, bit 
as to just how they are acting will prob- 
ably appear better :ater on from the cor- 
respondence. 

Q.—Leaving that until we get the cor- 
respondence, section 50 specifies the de- 
bentures, bonds, stocks and other secur- 
ities upon which the ordinary insurance 
company, at any rate, can lend .noney in 
Canada? A.—Yes. 

Q.—Then, it goes on to specify 
the Dominion and Provincial _ se- 
curities, and any municipality or pub- 
lie school corporation. Then sub- 
section B provides for certain kinds of 
companies. What effect have you placed 
on the words, “Which has earned and 
paid regular dividends upon its ordinary 
preferred or guarantee stocks for two 
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years next preceding the purchase of 
such bonds and debentures.” Have you 
made that apply, in your dealings with 
their securities, to the debentures and 
bonds of steam railway companies only 
which immediately preceded it, or do 
you make it apply to all the companies 
that are mentioned in that section? A. 
—Only to the steam railways. 

Q.—So that your construction of that 
section is that it only requires that ad- 
ditional matter where it is a steam 
railway security, and it does not apply 
to the other companies ? A.—No. 

Q.—Then what construction do you 
put on the words “Incorporated in Can- 
ada ?? Have you just taken the literal 
meaning of that, regardless of where 
the company operates or carries on 
business, so long as the charter is is- 
sued by the Dominion of Canada, or in 
any Province in the Dominion; that that 
is a security upon which the company 
can lend ?° That is the construction that 
has usually been put upon it by the 
companies. I have not been entirely 
certain that that is the intention of 
the Act; I think probably it was not. 
However, I have had occasion to sub- 
mit the question in the case of two or 
three classes of security to the Depart- 
ment of Justice, and later on, if you 
like, I will produce their opinion bearing 
upon the question. 

Q.—And that will cover, I suppose, 
correspondence you have had with the 
companies themselves which preceded the 
getting of the information? A.—As a 
rule, I have gone the other way about, 
and obtained the information, to see 
what idea the Department had with re- 
ference to it, and then communicated 
that to the company. 

Q.—And then I suppose there would 
be correspondence with the companies, 
whether before or after the information? 
A.—There was always correspondence. 

Q.—I suppose there has been no ques- 
tion as to the company being incorpor- 
ated in Canada; you have not literally 
construed that to mean by the Domin- 
ion Government ? Have you taken any 
Ontario incorporation, or Quebec incor- 
poration to be incorporated in Canada ? 
A.—I should assume so. 

Q.—That is the way you have con- 
strued it ? A.—That is the way I have 
construed it. “Incorporated in Canada” 
are the words. It does not say “Incor- 
porated by Canada,” because then it 
would bear a different construction. 

Q.—I thought that would be the con- 
struction you would place upon ft. I 
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just wanted to know that. Then, with 
such a list of securities as that, and 
such a broad investment power, must 
you not have great difficulty in ascer- 
taining the market value of these se- 
curities when you are going over and 
checking the statements they put in? 
A.—Practically there is little difficulty 
with regard to that. The companies 
have not invested in all the classes that 
are mentioned there, and we have us- 
ually been able to ascertain, either from 
the lists, or from other reliable sources, 
the value of the securities. 


Q.—Take a security of the kind I 
mention, the security or stock of a com- 
pany incorporated in Canada, but 
doing business elsewhere than in 
Canada, doing no business. at 
all in Canada, how do you fix the value 
of that stock or bond or debenture? A. 
—Well, there are perhaps one of two 
kinds that come within that list; prob- 
ably Sao Paulo. I think the value of 
the bonds and stock of that company 
are probably as well known as that of 
any other company, 


Q.—You might think so now, but not 
always. I suppose you would meet some 
Sao Paulo bonds fairly early, would you 
not? A,—Quite a length of time ago, I 
do not just remember when. 


Q.—You were rather struck with the 
name the first time you met them, I 
suppose. A,—Yes, 


Q.—So that you were not very well 
acquainted with them the first time you 
met them; but taking a security such 
as that at that time, how did you fix 
any value for that security? A.—Well, 
the position is this: the company fixed 
the value, and returned it to me and 
swore to it as the correct value, and 
then I have endeavored to ascertain 
whether that was the value which was 
ordinarily or currently placed upon it, 
Other people had dealings with it. 


Q.—Take a security such as that, what 
people would you get information from 
besides the company you were dealing 
with? I do not mean to refer to that 
company particularly; I mean to refer 
to the issue of debenture bonds when 
they are first issued; when a company 
is commencing operations, how do you 
fix the value of such bonds or deben- 
tures? A.—Possibly there is no real 
method of fixing the value, except by 
ascertaining what they cost. 

Q.—Is that ascertained in the case of 
bonds*and debentures by just the top 
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of the page? A.—I do not understand 
that question, 


Q.—Or. is it ascertained by looking at 
the papers that form the transaction 
whereby the company secured the bond? 
A.—I cannot say that I have ever had 
occasion to go minutely into the value 
of any such bond as that, 


Q.—Would you in your examinations 
sometimes find large holdings of some 
debentures that you could not tell the 
value of because they are not marketable 
at the time? A.—Yes, There are oc- 
casions when there is no known means 
of ascertaining precisely what they are 
worth, because they are not listed. We 
are practically helpless in that case, and 
have to take the value that is put upon 
them by the company, also bearing in 
mind, of course, that it is a sworn value. 


()—There is an affidavit in which 
some person pledges, or in fact two per- 
sons pledge their oath to the correctness 
of that? A.—yYes. 


Q.—But you have never considered it 
in your power, at any rate, to object 
to any such securities, so long as it was 
a company! incorporated in Canada, no 
matter at what stage of the operations 
of the company those bonds or securi- 
ties were taken? A.—No, 


Q.—Nor to what extent they were a 
marketable security at that time? A,— 
No. 


Q.—You would just be concerned with 
seeing whether it was a stock, bond or 
debenture that came under the Act, and 
that it was not entered in their books 
as of a higher value than was paid for 
it, unless you were satisfied that this 
higher value had been properly account- 
ed for in the market? A.—Precisely, 

Q.—Sometimes you would find 
them to be higher than they 
had been received at? A.—That occa- 
sionally happens, but as a rule it would 
be found that there were two values in 
the books ; that is to say, the market 
value and also the book value. The 
Statute requires the par value and the 
market value ; that is always returned, 
and you will find as a rule also the book 
value; that is the cost value to the 
company at which they are carried in 
the books. 

Q.—That is returned and you have 
that all before you? A.—Yes. 

Q.—And if there is that appreciation 
in the security shown in the books of 
the company, do you find that a stock, 
bond or debenture that is entered in the 
books, or treated as being of a certain 


INSURANCE. 75 


SESSIONAL PAPER No. vo 
4th day, March 15, 1906. 


value one year, is of a different value 
another year? A.—Do you refer now 
to the market value? 


Q.—Yes? A.—Oh, yes, the market 
value does go up and come down. 


Q.—Does the value at which the com- 
pany carry it alter? A—No, not as a 
fule. The book value will remain the 
same, while the market value fluctuates. 


Q.—Does the book value of the se- 
curity ever appreciate? A.—Well, 
once in a while, what is known as writ- 
Ing up is adopted by the companies ; 
that is to say, they place a little higher 
value than that at which they purchase 
it, and in that way what is called the 
book value is changed, written up ; that 
occasionally happens. 


Q.—Sometimes they are _ written 
down? A.—Sometimes they are writ- 
ten down. Of course, there are certain 
cases in which, while I may say gener- 
ally I do not approve of the writing up 
or down as a general principle, but there 
are certain occasions in which it is not 
only justifiable, but proper. Take the 
case where a company buys a security 
below par, gets it quite below par, then 
it is quite proper to write that up grad- 
ually, so that at the time it is paid it 
reaches par. You understand that it 
is gradually increasing in value as it 
reaches maturity, so that it should be 
written up until at maturity it reaches 
par. Then on the other hand, there 
are certain securities which are pur- 
chased at a premium. These should be 
from time to time written down, until 
at maturity they reach par again. 


Q.—Then when you find the price 
varying, do you make any independent 
inquiry, or investigation to check that 
re-written value? A.—Well, of course, 
it is written up and written down, just 
in the method J have now described, and 
as a matter of fact, I think the value 
from year to year is always inserted in 
the books of the company showing what 
it is each year up to March; that is 
usually done at the time the security is 
purchased and placed in the books. 


Q.—As a matter of fact. in that way 


you can verify some of the changes that 
are made? A.—Yes. 


Q.—Then do you find other changes 
made heeause the market value has de- 
preciated? A.—That has been done oc- 
easionally. That is a thing I don’t 
like to see done. although I cannot say 
it is forbidden by Statute. It is some- 
times done, and when it is we, as a rule. 
take care to see that the value inserted 
there is not more than it is worth. It 
sometimes has its advantages. Take a 
case of bank stocks, where a bank stock 
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is purchased at 110 or 120, and subse- 
quently goes up to nearly 200. That 
is a case which I think may occur and 
possibly has occurred. 


Q.—Have you any case in mind? A. 
—No, I cannot state a specific case just 
now. In that case it could be, and I 
think would be, argued that it would 
be quite permissible to write that up 
somewhere near its market value, al- 
ways keeping it so Jow that the mar- 
ket value would be always equal to or 
slightly in excess of what it was put 
at. 

Q.—Then in regard to that your only 
concern is to see that they have not got 
the security written too high? A.— 
Yes. 

Q.—You never at all charge yourself 
in any way with seeing that the security 
is not put in too low? A.—wNo. 

Q.—That would be naturally the way 
you regard the Act and your duty under 
it? A.—Yes. 

Q.—What is the object of authorizing 
a purchase under subsection ¢c of life en- 
dowment or other policies or contracts 
issued by the company, or by any other 
life insurance company—what is the ob- 
ject of having the company purchase its 
own policy 2? Would that be taking a 
surrender of it? A.—That would be 
the effect of it. 

Q.—Does a company ever buy its own 
policy and carry it on? A.—I do not 
know of its own policies. 7 do not 
know of a case where it has bought its 
own policies, but it has happened with 
regard to other companies’ policies. 

Q.—It struck me as odd, unless it is 
taken to be a surrender of the policy, 
giving the surrender value. Do you 
know of any other construction? A.— 
T do not know of any other construc- 
tion that would be put upon it, unless 
taking a surrender of the policy. 


Q.—You have not in your investiga- 
tion found companies attempting to 
carry on their own policies as being poli- 
cies in which they are entitled to the 
money when some person makes it a 
elaim— A.—No. We do find loans on 
policies, and on the policies of every 
company, but I have never seen a policy 
of a company carried in that way by 
itself. 

Q.—Then D. provides for public con- 
suls and stocks and bonds of the Unite 
Kingdom andthe United States? Then 
I think that clause is limited, is it not, 
by some other clause. Clauses 4 and 5 
are the ones, are they not, that limit 
that power of investment in foreign 
securities ? A.—Clauses 4, 5, and 6, I 
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think, are the clauses. A company do- 
ing business in the United States, one 
doing business in the United Kingdom, 
or one doing business in both places, or 
elsewhere than in either place. 


Q.—And the limitation on such for- 
eign investments or investments outside 
of Canada, in a broad way, is that it 
shall not exceed by over ten per cent. 
the reserve or re-insurance values of 
policies in force outside of Canada? A. 
—Yes. 

Q.—So that it gives to the company 
the liberty of keeping the fund to the 
amount of the reserve of the re-insur- 
ance value of the policy in the country 
in which their policies are carried? A. 
—Yes. 

Q.—To that extent giving to the 
policyholders there that security 2? A.— 
Yes. 

Q.—And the ten per cent. is the lee- 
way that is given in favor of the foreign 
country ; they can exceed their reserve 
by ten per cent.? A.—Yes, but it 
must be understood that these _ secur- 
ities are not, as a rule, kept in the for- 
eign country. They are nearly always 
kept in the head office of the company 
in Canada. 

Q.—Do you check the amount of for- 
eign business of all companies? A,— 
Yes. 

-Q.—And you check the value of securi- 
ties held in that country? A,—Yes, 
the value of foreign securities wherever 
they are. 


Q.—And you compute whether it is 
more than the ten per cent, increase or 
not? A.—Yes. 


Q.—You have found cases, I suppose, 
where they exceed the ten per cent. in- 
crease? A.—The ten per cent. margin? 


Q.—Yes? A.—Yes. I mentioned a 
couple of cases this morning. 


Q.—I think you mentioned cases this 
morning where there was some little dif- 
ficulty about getting it fixed right? A. 
—Yes. 


Q.—Have you ever: met other cases 
where you have had complaints, and it 
has been changed without that difficul- 
ty? A.—Well, a case which I men- 
tioned this morning, I may mention the 
company, the case of the North Ameri- 
can, while they do admit the general 
fact that they have more outside than 
is authorized by the Act, they contend 
that it is less than it is according to 


my view. We are not entirely agreed - 


as to the fact, 
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Q.—As to the excess? A.—No, and 
with regard to that matter, I have a 
letter which I can produce; probably 
that will be the better way. 

Q.—“Ground rent and mortgages on 
real estate in any Province of Canada” 
there is no limitation on the percentage 
of value up to which they can lend? A. 
—None whatever, 

Q.—You say you do, by checking the 
valuation put in at the time, ascertain 
whether it really is a security for the 
amount that it purports to be? A— 
Yes. 

Q—Further than that you do not go? 
A,—That is all, 

Q.—You do not enquire into it as to 
whether it is a wise and judicious in- 
vestment more than just to see that it 
can be fairly*treated at that time as 
being what they say it is, a security 
for that sum of money? A.—Yes. 

Q.—‘‘Any securities accepted by the 
Treasury Board as deposits from in- 
surance companies under this Act”—I 
think you gave us the ruling of the 
Treasury Board? A.—Yes. 

Q.—There is the provision in subsec- 
tion 3 as to the amount necessary tv 
be carried abroad in order to carry on 
business. Why is that provision put in 
here, when there is the other provision 
as to carrying an amount in a foreign 
country that does not exceed the reserve 
by ten per cent.? A.—It is a little dif- 
ficult to explain why. One of. these 
clauses is in there. Clause 3 would be 
found in most of the charters. Then, 
of course, possibly if one were to frame 
this section again, and sit down quietly, 
and do it before it came to the House, 
it would not be in just the same form 
as it is now, but it would be entirely 
different. As it now stands it was the 
work of the Banking and Commerce 
Committee 


Q.—I think you prepared a sort of 
Summary showing certain items regard- 
ing the different companies from 1890 
down to the end of 1905, is it, or 1904? 
A.—1905 cae 

The Chairman: Q.—Fifteen years? A 
—That-is sixteen years. 

Q.—It is including both? A.—yYes. 


Mr. Tilley: Q.—And those statements 
give the information that is shown on 
them with reference to cash expenditure 
and so on? A,—Yes. 


Q.—And certain parts of that are fig- 
ured. out according to percentage, on 
request? A.—It has been done in the 
office under my instructions. 

& 
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Mr. Tilley: This will.be Exhibit 11, 
Exhibit 7 was a document which should 
not have been put in, and it will be 
withdrawn, so that this will be Exhibit 
ll, his is put in now for the purpose 
of being examined and criticized. 

The Chairman: Q.—This is a sum- 
mary of information which has al- 
ready been published? A.—Yes, all this 
information is contained in and taken 
from the blue books, 

Q.—And mostly from returns receiv- 
ed from companies? A.—Yes. When I 


say blue books, I should qualify that, 


because as to the business of 1905 it has 
not yet got into the blue book, and 
that was taken from the returns which 
have just come in. 

Q.—But it is information which is 
published in the blue books? A.—Yes, 

Mr. ‘lilley: Q.—Can you make ws 
some copies of this? A.—I think it 
would be difficult to make you copies 
of that on the typewriter, 

The Chairman: It might be printed, 

Mr. ‘Tilley: If Mr. Blackadar could 
be here in the morning to be examined, 
perhaps Mr. Fitzgerald could look up 
the correspondence for us, 

The Chairman: I may say to counsel 
that we think we will not sit on Satur- 
day, nor on Monday, but I think we 
will sit on Tuesday at ten o’clock, We 
will adjourn now till to-morrow at 10 
a.m. 

(Adjourned till 10 a.m. to-morrow.) 


FIFTH DAY. 
Ottawa, Friday, March 16th, 1906, 


Mr, Tilley: I will call Mr. Blackadar 
now. ee 

Mr. Hellmuth: I see Mr, Blackadar is 
here this morning, and before the wit- 
ness is examined I desire to protest 
against the taking away of the witness, 
Mr, Fitzgerald, until I have had an op: 
portunity of examining him. I would 
submit that it is a very unusual course 
to have a witness examined for two 
days on behalf of the ‘Crown in the 
right of the Dominion, and then to 
withdrawn that witness from the stand, 
and to substitute another witness for 
him. It is certainly not according to 
any procedure that would ‘be followed 
in any court, and it casts an undue 
strain upon: counsel if they, have to 


Discussion. 


prepare for the examination of wit- 
nesses, not only after that witness has 
given his evidence, but after there has 
been interposed the evidence of other 
witnesses. 1t would be impossible to do 
justice to the matters arising out of 
the examination of Mr. Fitzgerald, so 
far as the interests of the policyholders 
are concerned, if we are to have the 
whole, or any more, of the officers of 
the Department examined before Mr, 
Vitzgerald’s examivation is, so far as 
we are concerned, concluded. :And in ad- 
dition to that, it is a very serious ques- 
tion whether the proper elucidation of 
this subject can be had if Mr, Fitz- 
gerald’s examination is. not concluded, 
at all events on the points that he has 
given evidence upon, before any other 
Witness is examined. As I understand 
it, one of the chief matters of interest, 
at least to the policyholders, is what 
duties were performed by Mr, Fitzger- 
the subjects that were, or. are, 
supposed to have been entrusted to him, 
and it is very material that we should 
know what knowledge Mr. Fitzgerald 
possessed in regard to these matters 
prior to this investigation, and not 
what knowledge he may have acquired 
since, or have acquired during the course 
of this investigation. The policyhold- 
ers are entitled to know how far the 
Superintendent of Insurance, who is the 
highest officer entrusted by the Govern- 
ment, supposedly, with their interests, I 
assume, had prior to any investigation 
at all, and on behalf of the policyhold- 
ers of the Province of Ontario, I beg to 
protest as strongly as I am capable of 
against having an actuary such as Mr. 
Blackadar give his evidence, and then, 
possibly with the knowledge acquired 
from that evidence, having Mr. Fitzger- 
ald put back upon the stand. I submit 
it is unusual, it can serve no good pur- 
pose, if the inquiry is directed at all 
as to the safeguards that Mr. Fitzger- 
ald may have thrown around the policy- 
holders, if we are now to have his evi- 
dence interrupted. There are many 
matters that have arisen out of the ex- 
amination by my learned friend, Mr. Til- 
ley, upon .which T should like to have 
had more light, and I do_not think that 
T should be in’ the position of having to 
carry two days’ evidence of Mr. Fitz- 
gerald in my mind, and then perhaps 
two or three days of Mr. Blackadar, 
and perhaps some other. witnesses. I 
should like to have the ruling of the 
board whether when a witness has been 
called and ‘examined at such length— 
because the board will see that Mr. 
Fitzgerald’ was not called’ merely to 
produée ‘documents, and he has been, at’ 
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all events, two days under examination 
—whether it is not reasonable, if my 
learned friend has, for the time, at all 
events, finished with him, that he should 
be recalled for further examination by 
other counsel. I should like to have 
the Commissioners’ ruling as to whether 
I am not entitled to cross-examine him 
now. 


Mr. Tilley: My position with regard 
to Mr. Fitzgerald is very much the 
same as that of Mr. Hellmuth. There 
are many things that came out in his 
examination upon which I desire more 
information, as well as my learned 
friend, and upon which we intend to 
have more light. It is true that he was 
not what would strictly be called a 
witness to produce documents, but he is 
a witness through whom many docu- 
ments will yet be produced, and many 
documents that we asked him for yes- 
terday, he stated, could not be obtained 
for to-day. Now the desire of counsel 
who are assisting in the conduct of the 
inquiry is that no time should be fost, 
if that can be avoided, and my idea was 
that Mr. Fitzgerald could pursue the 
task of searching for these letters and 
papers and correspondence to-day, and 
during the adjournment that phase of 
the matter could be followed up in the 
Department, and when the Commission 
meets again next week these papers will 
be produced, and many things that Mr. 
Vitzgerald spoke about must be further 
inquired into, because we are not satis- 
fied with the general statements, or 
will not remain so permanently, any 
more than my learned friend Mr. Hell- 
muth. Mr. Blackadar’s examination is 
very much along the same line. What 
we are attempting to do is to pursue the 
line of inquiry that the Commissioners 
asked us at the beginning to direct our 
attention to. That is the nature ofthe 
legislation now in force, the construc- 
tion, or the view taken of that legisla- 
tion by the officials in the Department 
of Insurance, and the manner in whic’ 
they administered the Act, and the wav 
in which their duties are performed. 
That inquiry. in the very nature of 
things. cannot be a short one. It is 
one of the matters that is specially re- 
ferred to in the Order-in-Council  ap- 
pointing the Commission. It is one of 
the most important matters that your 
Honors will have to deal with in conne-- 
tion with the different matters that will 
be brought hefore you. That be'ng the 
ease. we want the examination of -vit- 
nesses on that branch to be pursued just 
as quickly and as speedily as it can be 
done thoroughly and properly, but no 
more speedily. We do not want, in 
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the desire to rush matters, to miss any- 
thing. We propose that the examin- 
ation shall be thorough and searching, 
and it is for that reason that for the 
present, and until certain documents are 
produced by Mr. Fitzgerald, and an ex- 
amination of them is made, that I pro- 
pose to leave his examination just 
where it is, and proceed with the ex- 
amination of Mr. Blackadar. Until my 
learned friend suggested such a thing, | 
eould not conceive that persons coduct- 
ing the inquiry, so long as they are pro- 
ceeding with the line of inquiry sug- 
gested by the Commissioners for the 
time being, should be in any way hamp- 
ered in the conduct of their case, and in 
the order in’ which they should put in 
the evidence. My learned friend says 
that many things suggested themselves 
to him in the course of the examiantion. 
There is nothing that has been suggest- 
ed by him to me, at any rate, and what- 
ever is suggested we will be most happy 
to follow, but in the conduct of the ex- 
amination of the witnesses in the De- 
partment, there are matters that appeal 
to us as good reasons why the exam- 
ination should be proceeded with in a 
certain way. and it is because of that 
that we are taking it up just in the 
way we are. 

Mr. Hellmuth : I do not at all quar- 
rel with the general statements of my 
learned friend, that he must conduct the 
examination as he sees fit, but he must 
not, surely conduct the examination 
contrary to every method of conducting 
an examination. He says they want 
to examine entirely and thoroughly in- 
to the Department. Quite so, but when 
that is done, or when he ds calling a 
witness, I submit he cannot go on, or 
should not be allowed to go on, and, 
without any opportunity afforded to the 
counsel for the policyholders to cross- 
examine, call witness after witness. It 
would be a perfectly useless matter for 
the policyholders who are represented 
here, if my learned friend should take 
two or three weeks in going through 
the Department, and during all that 
time, as witness after witness is called, 
one witness is sent away, and another 
is called, without giving any opportun- 
ity of having that witness’ knowledge 
tested, without any possibility of fur- 
bishing it up in any way. And my sub- 
mission is that in the interests of the 
policyholders the inquiry should be con- 
ducted in the way that it would be in 


‘ 


INSURANCE. <9 


SESSIONAL PAPER No. 66 


5th day, March 16, 1906. 


any ordinary investigation. I would 
call the attention of the board to a re- 
cent investigation that took place—half 
a dozen recent investigations that have 
taken place—and I venture to submit 
that there has never been a case in 
which the party having the conduct of 
the investigation, where there were 
counsel representing other _ inter- 
ests, was allowed to _ substitute 
a witness and explain the evidence 
of one witness by another, until that 
witness had been examined by those 
who were representing other parties, It 
would, you can see, lead to this result. 

The Chairman: I do not understand 
that to be the position. The sugges- 
tion is now made because Mr. Fitzgerald 
yesterday stated to us here that he 
had documents which it would take him 
some time to find in his Department, as 
they were not fyled in any special way, 
not in one place, and we assumed that 
these documents should be here during 
his examination. His examination is, 
of course, not closed, and the question 
is whether we should wait for Mr. 
Fitzgerald to produce the documents, or 
save time and go on with Mr. Black- 
adar, not in the way of explaining 
Mr. Fitzgerald’s evidence so much as 
to proceed under the second branch 
of the case that we have started to in- 
quire into. Can you suggest any pos- 
sible way other than what you have 
already suggested that the interests of 
your clients would be prejudiced by pro- 
ceeding with Mr, Blackadar’s evidence 
while Mr. Fitzgerald is looking for 
his papers? 

Mr, Hellmuth: I think I can, Mr. 
Chairman. If the head of the Depart- 
ment, who is ‘Mr. Fitzgerald, is person- 
ally—I do not say that it is so—but 
should he be personally incapable at 
present of explaining certain circum- 
stances, and should that want of knowl- 
edge be supplemented by what may he 
given by Mr. Blackadar, the policy- 
holders would be in a false position, be- 
cause they would have to then assume 
that he had all along possessed knowl- 
edge on the subject matter which he 
did not really possess, ‘That is, I think, 
a very material matter. They shouid 
know whether the head of the Depart- 
ment had or had not the necessary 
knowledge and exercised that knowledge 
for their advantage prior to any infor- 
mation he may gain on the subject. We 
all know we are going to learn some- 
thing from Mr, Blackadar, and that 
with our knowledge also Mr. Fitzgeraid 
may gain knowledge. My desire is to 
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find out on behal{ of the policyholders 
what protection they have in the head 
of the Department, and what knowledge 
he had on these subjects not supplement- 
ed by anyone they may now call, I do 
not think anyone can suggest that there 
is any desire to rush the enquiry. If 
it had been suggested that there had 
been a delay in the enquiry a great 
many matters would perhaps have been 
gone over that did not suggest them- 
selves. There is no desire on our part 
to rush the enquiry, but there is every 
desire on the part of those with whom 
I am associated on behalf of the On- 
tario Government for the policyholders 
in that Province to ascertain thoroughly 
what knowledge was possessed by those 
who had control here over insurance 
matters, and all that can be asked is 
this: Let the questions that suggest 
themselves to us, with the consent of 
the Commissioners, be put to him, and 
my learned friend can recall him for fur: 
ther examination laer on. ‘That is a 
very common thing in the trial of cases 
in court, 


The Chairman: Would your suggestion 
be to adjourn until Mr. Fitzgerald pro- 
duces the papers? 


Mr, Hellmuth: No. If my learned 
friend has anything more to ask Mr, 
Fitzgerald now, I ask that he should 
continue his examination with the pro- 
duction of the papers. I am not going 
to examine him on papers he has been 
asked to produce and has not produced; 
that would be unfair, but the other mat- 
ters which have already arisen in this 
investigation and are cognate to it, 
should be permitted to be asked, 


The Chairman: It seems to me that 
the counsel having the conduct of the 
enquiry should be allowed every reason- 
able latitude in his conduct of it. It 
does not appear to me that it is an un- 
heard of proceeding for a witness dur- 
ing his examination to be permitted ta 
search for documents and _ produce 
documents for the purpose of being 
further examined in the interests of 
the persons or class calling him, 


‘and allow other evidence to be 


given in the meantime. Even in 
a clvil action, I think it would be 
rather a strict rule of evidence that we 


would be required to invoke if we were 
aSked to make a ruling on that line, es- 
pecially where there is no suggestion 
that the veracity of the witness is at 
all in question; and this is not such a 
ease as that. I think I would be dis- 
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posed to allow Mr, Lilley to proceed 
with the examination of Mr. Blackadar 
now. If we err at all, it should be in 
the direction of allowing the utmost 
latitude consistent with properties, 

Mr, ‘Hellmuth: Do I understand that 
the rule will apply throughout that 
other witnesses can follow Mr. Black- 
adar? 

The Chairman: No, we are merely 
dealing with the one question, shall we 
examine Mr, Blackadar now?’ When 
the other question arises we will deal 
with it, 

A. K. Blackadar, sworn. Examined 
by Mr. Tilley: 

Q—What is your position in the In- 
surance Department? A.—I am Chief 
Clerk in the Insurance Department, 

(.—And how long have you occupied 
that position? A.—I have been con- 
nected with the office for 29 years, I 
have had the position of Chief Clerk, I 
think, since, if I remember right, 1892 
or 1893; 1892 I think it was. 

Q.—Since 1892 you have been Chief 
Clerk? A.——Yes. 

Q.—Were you. in the Department be- 
fore Mr. Fitzgerald? A.—I was, 


Q.—You have been in the Department, 
then, the length of time you say, an 
Chief Clerk since about 1892? A.—yYes, 

Q.—Are you an actuary? A,—I am. 

Q.—With what qualification? A—I 
am a member of the British Institute, 
a Fellow of the British Institute of Act- 
uaries by examination, and also a mem- 
ber of the Actuarial Society of America, 

Q.—How long have you been’ thus 
qualified? A.—I obtained the degree of 
FLA. in 1894. I was a fellow of the 
Actuarial Society of America a few 
years previous during the first year of 
its existence, I think about 1891, or 
thereabouts, I do not recollect the 
year, 


Q.—Mr. Grant, who was in the De- 
Teor? was also an actuary, is he? 
A;—Yes. 


Q.—Has he some such similar palit 
cation? A.—RHe is also a Fellow of the 
Institute of Actuaries. 


Q.—And how long have you and Mr, 
Grant together been in the Department 
as Actuaries? A.—iMr. Grant entered, I 
think, about ffive years ago. 


Q.—Then have there always beeli one 
or two qualified actuaries in the: Depart- 
ment in. your. : time?- A.-—With 
slight intermissions, there has beén more 
than one. 
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Q.—It has been the habit in the De- 
partment to have the services of one or 
two? A.—Yes. 

Q.—Usually two? A.—yYes. 

Q.—Regularly qualified actuaries ? A. 
—Yes. 

Q.—How long have you been Chief 
Actuary? Ever since you have been 
Chief Clerk ? A.—Well, I may say I 
have held that position ever since I en- 
tered the Department in 1877; that is, ° 
at least, under Professor Cherriman. 
Professor Cherriman was himself a com- 
petent actuary. 

Q.—Was he head of the Department? 
A.—Yes, until 1885. 

Q.—When litzgerald was made head 
of the Department? A.—Until Mr. 
Fitzgerald was appointed, Professor 
Cherriman occupied or filled the position 
of Chief Actuary. There is no Chief 
Actuary provided under the provisions 
of the Insurance Act. 

Q.—Since Professor Cherriman left 
you have been the Chief Actuary? A. 
—Yes. 

Q.—Is your time fully taken up with 
actuarial work? A.—wNo. 

Q.—What part of your work was 
your actuarial work? A.—The valu- 
ation of the policies as provided in sec- 
tion 25 of the Insurance Act. 

Q.—The valuation of the policies as 
provided in section 25 of the Insurance 
Act? - A~-Yes, for the supervision of 
that valuation, keeping in view that I 
always have assistants to aid in that 
work. 

Q.—Then t..e actuarial work would be 
practically the supervising of that work; 
a good deal of the work involved would 
be purely clerical? A.—Yes. 

Q.—And that clerical work would be 
done under your direction and super- 
vision? A.—Yes. Of course, I per- 
sonally, when I.have time, do a great 
portion of the valuation work, and also 
the preparation of tables for that. 

Q.—Then under your direction that 
work proceeds? A.—yYes. 

Q.—Leaving that work for the pre- 
sent, as we will come to it under the 
appropriate section of the Act, does 
that constitute what you might say is 
the whole of your actuarial work t7eAY 
—That is practically the whole. 

Q.—Then so far as actuarial work in 
the Department goes, is that all that 
is done? A.—That is all that is done. 

Q.—Just the computation of the re- 
serve on policies under the section of 
the Act? A.—yYes, 

Q.—Then besides that actuarial work, 
what other work do you do? .Tell me 
first, please, how much of your time is 


INSURANCE. 81 


SESSIONAL PAPER No. 66 


5th day, March 16, 1906. 


taken up with that work? A.—Well, 
formerly the greater portion of my time 
was taken up with that work. In ad- 
dition to that I have had general super- 
vision over a breat many matters that 
come up in the Department, such as 
keeping a record of the deposits of in- 
surance companies. That of late years 
I have handed over to Mr. Grant, find- 
ing my time so fully occupied in other 
matters. 

Q.—That is to say, deposits made by 
insurance companies under what sec- 
tion? A.—Under sections 7 and 8. 

Mr. McCarthy: You might  distin- 
guish between the Canadian and foreign 
companies. 

Mr. Tilley: Q—That is the deposits 
made by companies to obtain a license? 
A.—Not only to obtain a license, but 
deposits that are required from year to 
year to be made, as the liabilities of 
these foreign companies increase. 

Q.—There are two classes of money 
paid in to your Department; that is 
the deposit of $50,000 that each com- 
pany must pay in to get a license, and 
the money that is either paid in to 
your Department or secured in some 
way to your satisfaction by foreign 
companies doing business in Canada ? 


A—The initial deposit may be $50,000, 


or $100,000, or $10,000. 

Q.—But there are those two classes 
of moneys that are looked after in your 
Department ? A.—Yes. 

Q.—The deposit of $50,000 under the 
Act may be increased by companies -if 
they chose? A.—Not if they chose, 
but foreign companies are required. 

Q.—But T mean the Canadian com: 
panies, under that particular section of 
‘the Act; that is a clause that applies 
to all companies, whereby a deposit of 
$50,000 must be made to entitle them to 
do business? A.—Yes. 

Q.—Then besides that there is the 
other class of deposits made by foreign 
cuupanies to answer their Canadian 
policyholders? A.—Yes. 

Q.—Both of those classes of money 
you were referring to, were you, as de- 
posits? A.—yYes. 


Q.—And that part of the work you 


transfer to Mr. Grant, you say? A.— 
Yes. 

Q.—Then do I understand, then, that 
since you transferred the work on that 
particular item to Mr. Grant that you 
have had nothing to do with it? A— 
I would not say that I have had noth- 
ing to do with it. It has still been 
under my eye. 

Q.—Will you tell me what is involved 
by being under your eye? What do 
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you do regarding that money that you 
can speak of? A.—Well, nothing more 
than to check occasionally Mr. Grant’s 
work in that respect. 


Q.—Do I understand you to say that 
you do occasionally check his work ? 
A.—Yes. 


Q.—Tell me just what work is check- 
ed? What is involved in the work ? 
According to the actual carrying out of 
the work in the office, what is involved? 
A.—The deposits themselves are kept in 
the office of Mr.*Toller, in the vaults in 
the Finance Department. In our of- 
fice we keep two large ledgers or books, 
in which are entered in detail all the 
securities held by the various com- 
panies. Every three months or there- 
abouts a list like this is prepared and 
sent out to different companies, and it 
is also published each week in the Can- 
ada Gazette. 


Q.—That is a list of the insurance 
companies licensed to do business in 
Canada under the Insurance Act, with 
the name of the company and the chief 
agent in one column, the amount of de- 
posit in the second column, and the de- 
scription of insurance business for which 
the company is licensed in the third 
column? A.—yYes. 


Q.—Then, without considering that 
just for the present, do you say, then, 
that it is any person’s duty in the De- 
partment to check that? A.—It is no 
one’s duty in the Department to check 
it. The item is checked. I have done 
it myself. and Mr. Grant more recently, 
periodically with the books in the De- 
partment of Mr. Toller. and also with 
returns received from the Bank of Mont- 
real, London. England. where a portion 
of the securities are held. 


Q.—Is there any rule about the regu- 
larity with which that is done? A.— 
There is no rule as to regularity. When- 
ever we think it expedient and have 
time to do it, it is done, at least once 
a year. 

Q.—Just passine on from that, then. 
to get a general idea of the work, first 
of the other work, have you to do, then, 
what you have told us about now? A. 
—A large part of my work has been 
to assist the Superintendent of Insur- 
ance in his annual inspections for the 
insurance companies. 


Q.—Will you say what portions ? 


The Chairman: How often did 
you say that statement was 
published in the Canada Gazette? A.— 
It is published weekly, but the changes 
are made usually once in three months. 
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Q.—The same statement is published 
weekly for three months, and then al- 
tered? A.—And then alterations made. 

Mr, Tilley: Q.—Do I understand that 
the statement is not altered the minute 
a change takes place in it? A.—No, 

Q.—Can you tell me why it is not 
done? A,—.he changes are made in 
the booxs of the office the moment any 
change is made in the deposit, but I 
think the Insurance Act provides that 
this statement shall only be issued quar- 
terly in the Canada Gazette. 

Q.—What section is that? 

The Chairman: Section 18, I think it 
is, A.—Yes, section 18. 

Mr, Tilley: Q.—That is the one under 
which the statement is published, and 
that provides that it shall be published 
quarterly? A.—Yes. 

Q.—And you construed publishing 
quarterly to mean publishing it all the 
time during each quarter, every week, 
but changing it quarterly? A.—Yes. 

Q.—But the moment a change is made 
in any deposit it is entered at once 
in your books? A.—Yes. 

Q.—And changed quarterly in the 
Gazette?’ A.—Yes. 

Q.—How often do changes takes place 
in those deposits? Is there much 
change or variation? A,—Very frequent. 

Q.—The changes in the deposits are 
frequent changes; what do you mean 
by frequent? How often do they change? 
A.—We have a large amount of those 
securities in deposit, Those securities 
are maturing from time to time, As they 
mature they are replaced by others; 
that is one cause of the changes. 

Mr. McCarthy: Will you distinguish 
between the Canadian and American 
companies? 


Mr, Tilley: Q.—Does that constitute 


a change of amout only, or just a change _ 


in the class of security? A —It may 
constitute a change in the class of se- 
curity, and also may cause a change, 
a small change, perhaps, in the amount; 
that is, the amount may possibly be 
increased 


Q.—Does that list include Canadian 
companies who merely put up the de- 
posit to entitle them to do business as 
well as foregin companies? A.—The list 
includes all kinds. 


Q.—As to the securities put up by 
the foreign companies, you say those se- 
curities are subject to change quite fre- 
quently? A.—Quite frequently. 

Q.—The securities that are put up 
by companies as a deposit to obtain a 
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license, do they change? A.—Whenever 
they mature, 

Q.—Do they change frequently? A.—- 
It depends upon the nature of the se- 
curity. The amounts are small, and as 
a usual thing they give us bonds that 
run for a long period. In the case of 
the Canadian companies the changes 
are not made frequently, . 

Q.—In the case of the Canadian com- 
panies the changes are not made fre- 
quently, because the Canadian com- 
panies select to lodge with you securi- 
ties that do not mature quickly? A-— 
They have a larger class of securities, 
usually, to select from, and a smaller 
amount to deposit. In the case of for- 
eign companies, once a’ year or oftener 
they are called upon to make additional 
deposits as their liabilities in Canada in- 
crease. Of course it is in connection 
with these additional deposits that most 
of the entries are made in the books. 

Q.—I think you commenced that state- 
ment by saying that it applied only to 
foreign companies? A,—Yes. 

Q.—So that the foreign companies hay- 
ing to give security for al] the policies 
they issue in Canada, must give 
security in a larger amount? A.—Yes, 

@.—And they have not the same range 
to select from, and probably there is 
more frequent change in deposits? A.— 
Yes. 


Q.—Then the Department would be 
receiving new securities and giving out 
old ones, whether for, foreign companies 
or for Canadian policies, in respect to 
their deposits from time to time, at any 
rate? A —Yes. 

Q.—And the change is made in the 
Gazette once a quarter, and between 
quarters, between these quarterly 
changes, the notice is kept inserted in 
the Gazette each week? A.—Yes. 

Q.—I did no intend to go into that 
just in that way, but what I wanted 
to know is what else you have to do. 
and you say another branch of your 
work is assisting Mr, Fitzgerald in the 
inspections? A,—yYes, 

Q.—What portion of your time is 
taken up with that branch of the work? 
A,—Well, I should say about from five 
to six months each year. 

Q.—Five to six months each year, and 
can you say what months? A.—I usu- 
ally take my inspection about the begin- 
ning of February in the case of a few 
companies which have their returns 
lodged with the Department before that 
date 
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Q.—That is, you usually get some re- 
turns before they are strictly due under 
the Act? A.—Yes, 


Q.—And if you get a return in you 
commence inspection then, do you? A, 
—Yes, 


Q.—Then, commencing about the mid- 
dle of February, do you keep at that 
work continuously until you finish it? 
A.—It has usually been my custom to 
spend about three weeks. This year I 
took four weeks, with those yearly 
statements returned to the office, and ] 
assist in getting out the preliminary re- 
port, the abstract. It is subject to cor- 
rection afterwards, 


Q.—The preliminary abstract is made 
out then, and that is a bringing together 
_of all the returns of the companies that 
have been sent in? A.—Yes. 


Q.—That is not the corrected return, 
but is subject to correction afterwards 
in your inspection? A.—Yes, 


Q.—How long does that work take ot 
your time? A.—About a week or two 
weeks, 

Q.—And then with that hiatus, do 
you keep at the work of inspection con- 
tinuously P A.—Continuously, with 
perhaps a few days interruption. 

Q.—Until what season of the year? 
A.—Until about the 20th of June, about 
the end of June, 

Q.—About the end of June your work 
is usually completed? A.—I cannot say 
completed, but we think the time has 
arrived then when the full report shouid 
be prepared and issued. 

Q.—So that you think that by the 
end of June the time has arrived when 
a complete report should be made out? 
A.—Yes. 

Q.—A sort of final report? A.—Yes. 

Q.—Do you say that report is made 

out before you are through? How can 
it be? A,—When this final report— 
_ Q.—The annual blue book? A.—Yes; 
is sent to the printer, there necessarily 
remains a few companies which neither 
Mr. Fitzgerald nor myself have had time 
to inspect. 

Q.—Why would not some of those 
companies be dealt with by Mr. Grant, 
or some person else in the Department? 
A.—Well, it is a question that I am 
not prepared to answer. 

Q.—You would not care to answer ? 
A.—I am not prepared to answer, 

Q.—Is that a custom of the office that 
has prevailed for some time, or is that 
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just some exceptional year? A.—I 
think that that has prevailed at least 
of late years, the volume of the work. 

Q.—It has prevailed of late years ; 
how many years back? A.—I think 
about five or six years back, perhaps 
longer. 

Q.—I suppose you could, from your 
records in the office, tell us what coim- 
panies were not inspected prior to the 
issue of the blue book in the different 
years that have gone by for_ the last 
ten or fifteen years? Can you do 
that? A.—We may be able to, but I 
am not sure. 

Q.—You must have, have you not, 
some record showing the dates of in- 
spection of every company in each year? 
A.—I usually make a note in the note- 
book I have with me when I-make the 
examination. I usually fill in the date. 
I may be able to obtain the information 
from that. 

Q.—Have you the notebooks here for 
the different years? A.—I have not. 

Q.—For all the years? A.—No, 1 
have not, 

Q.—I do not know that it is worth 
while following that up till we get all 
the documents, but tell me last year 
what companies were not inspectel at 
the time the blue book was issued? A. 
—There were two companies in Winni- 
peg- 
Q.—What were their names? Ph om 
The Great West Life and the Canadian 
Fire. The distance there being s0 
great— 

Q.—We are not concerned with the 
fire companies? A.—In the case of the 
Sun Life a partial visit only was made 
before the issue of the blue book. 

Q.—A partial visit to the Sun Life 
was made before the issue of the blue 
book, and the balance of the inspection 
was completed after the blue book was 
issued? A.—Yes. : 

Q.—Were changés that were made 
or mistakes that were found on the first 
partial inspection carried into the blue 
book? A.—They were carried into the 
blue book. 

Q.—And other mistakes afterwards— 
A.—Wrere not carried into the blue 
book. 

Q.—The Sun Life is one of the larg- 
est companies in Canada, is it not? A. 
—Yes. 

Q.—Tell me how it would come that 
a company would be partially inspected 
that way before the book was com- 
pleted, and not fully inspected? A.— 
The main reason was that there were a 
few points in connection with the ex- 
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amination that I wanted the assistance 
and advice of the superintendent on. 

Q.—There were some points connect- 
ed with the examination on which you 
wanted the advice of the superinten- 
dent? A.—yYes. 

Q.—When were you making the in- 
spection when those points developed ? 
A.—I think it was about the 19th of 
June. 

Q.—The blue book had not then been 
pentces A.—Had not then been print- 
ed. 

@.—And these points were serious 
enough points for you to delay the com- 
pletion of the inspection until you could 
discuss them with the superintendent ? 
ASL did not say they were serious at 
all, 

Q.—They were serious enough for that 
purpose? A.—Yes. 

Q.—They were so serious that you 
did not want to deal with them with- 
out consultation with the superinten- 
dent? A.—Yes. 

Q.—And the blue book was allowed to 
be printed without that matter being 
completed? A.—yYes. 

Q.—When was the Sun Life inspec- 
tion completed last year? A.—It was 
not completed until about the end of 
November. i 

Q.—And what was the nature of the 
question that you were considering ? 
A.—It arose out of the examination of 
the account in the ledger dealing with 
profits, I think, on securities sold. 

Q.—An examination of the ledger 
dealing with profits on securities sold ? 
A.—Yes. 

Q.—What was the point that arose ? 
A.—I could best deal with that if I 
brought the memorandum, 


Q.—Probably that is the more accur- 
ate way to get it? A.—Yes, 


: Q.—What I want with regard to that 
1s that you shall give the names of all 
the companies that have not been in- 
spected in time for the annual blue book 
for the last fifteen years, and the rea- 
son that the inspection was not com- 
pleted, and I want to ascertain all the 
changes that were made in their re- 
turns after the inspection which never 
got into the blue book? A.—yYes, 


Q.—That is something that you can 
get, can you? A.—I think so. 

Q.—And you say the completion of 
that inspection of the Sun Life Com- 
pany’s books did not take place until 
November? A.—Not until November. 

Q.—Of last year? A.—1905, yes. 


Q.—I want you to get information as 
to the details when the different com- 
panies were inspected that were inspect- 
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ed after the issue of the blue book? A. 
—Yes. 

Q.—Does it run as late as November 
many times? A.—I think it does, or 
October. 

Q.—October or November. The an- 
nual inspections in your Department 
are not completed, you say, until prac- 
tically the date the next annual state- 
ment should be fyled; you come along 
in November, and there is only one 
month more to carry on the business 
of that year? A.—Yes, 

Q.—And it is sometimes up to that 
month before the previous year’s work 
is inspected ; is that right? A.—Yes, 
that is right, in a few cases only. 

Q.—Why should there be those few 
eases? A.—-The only reason, as far as 
Winnipeg is concerned, is the distance. 

Q.—It does not take you that long to 
get there? A.—No, but while I would 
be going there there are probably a 
dozen smaller offices that could be ex- 
amined. 

Q.—You so regarded it as your duty 
to stay where you could attend to the 
larger number, and leave the one-office 
to be inspected later? A.—Yes. 

Q.—Has it never suggested itself to 
you or to the superintendent that Mr. 
Grant might inspect the Winnipeg of- 
fice? A.—That is a matter for Mr. 
Fitzgerald himself. 

Q.—Has it ever been discussed be- 
tween you and Mr. Fitzgerald? A.— 
We have talked about it. 

Q.—You have discussed sending Mr. 
Grant to close up the inspection of some 
of these companies? A.—Yes. 


Q.—Why was it not done? A.—The 
fact is we had been too short-handed in 
the Department to spare much of Mr. 
Grant’s time from the actuarial work, 
that has been increasing so rapidly of 
late years. 

Q.—Tell me as to that, has the staff 
in the department changes in numbers 
in recent years? A.—There has been an 
addition of one now and again. 

Q.—The staff is five now, as T under- 
stand it? A—Yes. It is not much 
larger that it was three or four years 
ago. 

Q.—It could not be very much larger 
because it is only five? A.—No. b 

Q.—Have you had any person in addi- 
tion added to the staff in the last five 
or six years? A.—That information we 
can give you exactly. T can only speak 
from memory now. We had a recent 
addition coming on the first. of this 
month, Mr. Watson. He took the place 
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of a man who was with us a year ending 
on the 30th June, 1904. He dropped out 
of the department and went elsewhere. 
He was the junior clerk. 

Q.—So that he was not an increase to 
your staff- A.—Not an increase, no. 

Q.—Just look at it in this way: has 
the work of the department increased 
much in recent years, and if so, to what 
extent has it increased? A.—The work 
of the department has increased, I con- 
sider, very much, both in the volume of 
the policies to be valued, and also in the 
number of companies to be inspected. 

Q.—In the number of companies to be 
inspected and in the policies to be val- 
ued, and has it increased in the length 
of time it takes to inspect companies— 
I mean individual companies? A.—Indi- 
vidual companies it has, but others it has 
not. 

Q.—Can you fixe any date from which 
you might say a substantial increase in 
the work of the department commenced? 
A.—During the last eight years. 

Q.—Do you know what the staff was 
nine years ago? A.—I could not say off 
hand. If it has been increased, it can- 
not have been increased very much, not 
more than by one, I do not think. 

Q.—And that person not a person who 
could take any responsibility? A.—WNo. 

Q.—If it is increased at all, it has 
merely increased by some clerical help 
in the office? A.—Yes. 

Q.—Not by an actuary or any person 
who could do any inspecting; that is 
right, is it not? A.—That is right. 

Mr. Geary: Grant just came in five 
years ago. ‘ 

Mr. Tilley: Q.—Did Mr. Grant succeed 
an actuary? A.—He succeeded Mr. Hen- 
derson, who is now assistant actuary cf 
the Equitable Life. 

Q.—So that Mr. Grant was not an ad- 
dition to the actuarial help? A.—He 
was merely a student when he came in. 
That is, he had not started at his— 

Q.—Actuarial work? A.—Actuarial ed- 
ucation. 

Q.—So that your answer that you 
gave is quite correct that there has 
been no additions in the last cight or 
nine years to the help in the depart- 
ment, such help as could take any re- 
sponsibility? A—Such help as could 
take any responsibility. We consider 
that Mr. Grant has reached that point 
at the present time where he can be 
of great assitance in the work. 

Q:—Do you say that if Mr. Grant. is 
put at that work now that he will be 
some person in addition to what you 
have had before? A.—Yes. 
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Q.—Previously there has been yourself 
and the superintendent? A.—Yes. 

Q.—Now you say you feel that Mr. 
Grant has reached that position. What 
has been done about it? Has he 
done any inspecting at all, or is this 
something you are thinking of now? A. 
—He has already done a little this year. 

Q.—Where at? A.—In previous years 
Mr. O’Reilly has occasionally examined 
one or two companies. 

Q.—How long back has Mr. O’Reilly 
been examining? A.—He has not made 
a practice to do a great deal of examin- 
ing. I think about five or six years 
ago he examined the Winnipeg compa- 
nies—and perhaps longer ago than that 
—and more recently he examined some 
of the companies in Winnipeg, and has 
assisted Mir. Fitzgerald once or twice in 
the examination of securities in’ Mon- 
treal and elsewhere. 

Q.—If he was able to examine the 
Great West Company six years ago, why 
has he not been doing some of that 
work, and get the work done? A.—Prob- 
ably Mr. Fitzgerald could answer that 
better than I could. 

Q.—I will take your answer at the 
present time? What is your answer? A. 
I can give no reason. 

Q.—Has it never been discussed? A.— 
I think not. 

Q.—Do you mean to say examinations 
of companies has just been delayed in 
that way, notwithstanding that the 
changes do not get into the blue book, 
without any discussion of it in the de. 
partment? .A—Well, I can recollect no 
special discussion. 

Q.—You can recollect no special dis- 
cussion; you cannot say-what has been 
said about that at all? A.—No. 

Q.—Just allowed to drift that way, 
so far. as you know? A.—So far as I 
know. 

Q.—Other than that inspection work 
that you do and what you have told us 
about, is there any other work that you 
attend to, the actuarial supervision, the 
printing of the temporary report and 
the inspection work? Is there anything 
elsa that you do in the department? A. 
Well, of course, I acted for Mr. Fitz- 
gerald in the general work of the de- 
partment during his absence, and assist- 
ed him when he has been present. 

Q.—When either you or Mr. Fitzgerald 
is away, is the other one always at the 
office? A.—Not always. 

Q.—So sometimes you are away and 
Mr. Fitzgerald is away at the same time? 
A.—Sometimes, Dut not much. 

Q.—What? A.—It does not occur very 
much. 
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Q.—But sometimes? A.—Sometimes. 

Q.—And during those times is Mr. 
Grant away too, sometimes? A.—I 
think not, either Mr. Grant or Mr. 
O’Reilly is always there. 

Q.—Mr. O’Reilly is not an actuary, but 
he has been a long time in the depart- 
ment? A.—Yes. 

Q.—And is able to do considerable 
work? .A—Yes, and has a fair knowl- 
edge of actuarial work. 

Q.—He has a fair knowledge of ac- 
tuarial work to help him? A.—Yes, 

Q.—Gained from experience in the de- 
partment? A.—Yes. 

Q.—Have you now in a general way 
told us all your work? A.—TI think in 
general terms I have expressed it all. 

Q.—I was going to ask you what you 
do when you go to make in inspection ; 
just tell me please, the course that you 
pursue ina general way. I suppose you 
take with you the actual returns they 
send in to the office, do you? A.—Yes, 
or copies of them. Usually the original 


returns. 
Q.—You take the actual returns with 
you? A.—Yes. 


Q.—Do you take any help with you 
from the office from the department to 
assit you? A.—Not usually, no. 

Q.—It is not the rule, you mean? A. 
—It is not the rule. 

Q.—You rely for your clerical help on 
the company that you are inspecting? 
A.—I do, 

Q.—Then when you reach the office, 
how do you proceed? A.—J usually ask 
for the ledger and journal. I take “he 
statement and check the items as far 
as I can from those books, in the mean- 
time asking for and obtaining such other 
books as may be necessary. I first from 
these books go to work by myself and 
“make up as nearly as I can from the 
books of the company what the differ- 
ent items of income sand expenditure 
should be, and compare those with the 
items entered in the statement. 


Q.—Do you start with the book or 
statement? A,—1l start with the ledger; 
I usually take the accounts as they oc- 
cur in the ledger, without any refer- 
ence to how théy occur in the statement. 
In that way I will be more apt not, to 
miss or overlook any item in the books 
of the company. 

Q.—Do I understand you take the 
ledger of the company and go through 
it page after page? A,—Yes. 

Q.—Of every company that you _ iv- 
spect? A.—That is the Canadian coim- 
panies. 
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Q.— That 1s your absolute right, is it? 
A.—That is the absolute rule, 

Q.—And from your computation in the 
ledger you make your computation show 
what you think should be carried into 
the statement? A.—Yes, and then when 
there is any discrepancy between the 
figures that I make out in my computa- 
tion and what are entered in the state- 
ment, I call upon the officer who nas 
charge of that particular item and find 
out whether he is wrong in making it 
up, or whether there is something that 
I have overlooked, and in that way I 
am either able to convince him he is 
wrong, or he is able to show me just 
how the item hag been arrived at, and 
whether it is correctly entered, 

Q.—To what extent do you make an 
investigation of the account itself in the 
ledger? You say that you take the dif- 
ferent accounts through the ledger? 
A.—Yes. 

Q.—Do you examine the account it- 
self? A.—I glance my eye through the 
various entries in that account, I ean 
usually tell if there is anything sus- 
picious in it, or that I do not under- 
stand. It may not be suspicious looking, 
but that I do not understand. I then 
refer to the other books of the company 
from which that item has been entered, 

Q.—Brought forward? A.—Brought 
forward, yes. 

Q.—When you are investigating the 
the ledger in that way, is any person 
representing the company with you at 
the time? A,—Not unless I ask to have 
him, 

Q.—You make an absolutely independ- 
ent examination? A.—yYeg, sir, 


Q.—An absolutely independent exam- 
ination of the book, having the book 
presented to you, and no person else 
being concerned? A.—Yes, I prefer it 
that way at first till I pick out the weak 
points, and then I get whatever assist- 
ance I require to explain it. 

Q.—Does the ledger give you all the 
information you want for. your examina- 
tion? A.—It gives me the preliminary 
information I want; at least, not all; 
the chief information, 

Q.—Take the statement; take one of 
the forms of statement, and tell me 
just how you get the different items 
of it? A.—Is that a question? 

Q.—Yes, what is the difference be- 
tween the portions of the statements, 
one headed “Assets per ledger ac- 
counts” and “Other assets’? What is 
the object of separating them? A.—That 
[ can best explain by reading: “The 
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ledger assets include all the investments 
and loans made by the company for 
moneys derived from premiums, interest, 
capital, and other receipts, which have 
been reported through the income ac- 
count, Any moneys due or accrued to 
the company which have not yet been 
reported in the income as received are 
non-ledger assets.” 

Q.—The difference between the two is 
one is a ledger asset and the other a 
non-ledger asset; is that what you 
mean? A.—That is the distinction in 
these accounts. 


Q.—And a ledger asset would be then, 
shortly, something that has been in the 
hands of the company and gone through 
the company’s books? A,—Yes, cash 
that has been received. 

Q.—And a non-ledger asset would be 
an asset that has never yet appeared 
in the books before, like interest ac- 
erued due? A.—lInterest accrued and 
premiums accrued and due, 


Q.—Enchanced value of stocks, bonds 
or debentures? A.—The market value 
of bonds, stocks, debentures over the 
cost value. 

Q.—That is, anything that would be 
written up in that way would be a non- 
ledger asset? A,—Yes, 

Q.—Then you would get, as I under- 
stand you, the items for the second sec- 
tion, headed “Assets as per ledger .c- 
counts” from the ledger, You would get 
that from the ledger, would you, in going 
through it in that way? A.—They would 
appear in the ledger, but» these non- 
ledger assets may also appear in the 
ledger. 

Q.—Yes, but they represent items 
that have not yet been received or taken 
in hand? A.—Yes. 

Q.—Not yet come into possession? A. 
—Yes, 

Q.—Something that is due and has ac- 
erued due in the way of interest or en- 
hanced value, or something of that na- 
ture that has never yet been reduced 
to possession; is that what you mean? 
A,.— Yes. 

Q.—What is the object of keeping the 
two portions separate? A,—The object 
is more for the convenience of the In- 
spector or of the Superintendent to trace 
and keep track of all the cash, income 
and interest and that like, that has been 
received. Facing page 5 of the report 
will be found what is called a synopsis 
of ledger accounts. This would be a 
balance sheet connecting the income and 
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expenditure accounts statement with 
what we call the ledger assets in the 
statement. If you start with the ledger 
assets at the beginning of the year, or 
at the end of the previous year from 
the last statement, add the income and 
deduct from it the cash expenditure, 
and you should have the amount of 
ledger assets in the possession of the 
eompany at the end of the year. This 
may be modified by the writing off of 
securities or the writing down of se- 
curities when losses upon investments 
have been actually made, 

Q.—The first item I notice in the 
statement is the shareholders and 
stockholders in the company; do you 
eheck that? A.—Only the total amount 
that ‘has been put in in cash by the 
stockholders, not what has been paid 
in by the individual stockholders, 

Q.—Why do you ‘stop there? A,— 
Well, we do not consider that the 
amount of stock held by each particular 
person is sufficient interest. The list is 
furnished to us; it has been sworn to. 
As long as these are not the total 
amount of cash that they have paid in 
it is not considered to be of so much 
interest to the department just from 
what particular person that money has 
been received, 

Q.—You check merely the totals on 
account of capital stock? A.—Yes, 

Q.—Does the Government regard the 
capital stock as a liability? A.—No. 

Q.—You say that the Department does 
not concern itself to any great extent 
with the shareholders’ list or the cap- 
ital stock account ; is that right? A.— 
Yes, not the individual holdings of stock- 
holders as much as with the total 
amount held. 

Q.—Then take this item: “Value of 
the real estate less incumbrances held 
by the company.” Tell me how you 
would check that item? A.—That is 
an item that is usually in almost every 
company—I think I might say every 
company—looked after by Mr. Fitzger- 
ald myself. I occasionally—in fact, al- 
ways—check the total amount which 
should appear there in the statement, 
but the valuation of the various pro- 
perties is a matter that is looked after 
more fully by Mr. Fitzgerald. 

Q.—But don’t you sometimes make 
an inspection of securities? A.—Yes. 

Q.—Don’t you sometimes do the whole 
examination for the company? A.— 
In a few cases. 

Q.—And Mr. Fitzgerald never goes 
there at all? A.—In a number of 
cases. 
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Q.—How do you do when you makean 
examination? What do you do? A. 
-—In the case of the real estate? 

Q.—Yes? A.—I get all the particu- 
lars regarding the real estate from the 
company’s books. I make a report 
from them to Mr. Fitzgerald, and if he 
deems it necessary he. obtains a valu- 
ation of that. 

Q.—What you mean by that is that 
sometimes he has or on some occasions 
he has obtained an individual valua- 
tion?» A.Y es. 

@.—Do you always make the report 
to Mr. hitzgerald as to real estate, or 
do you only do so when there is some- 
thing special that you think should be 
returned? A.—Only when the item 
has been disturbed in some way by 
writing up or writing down. 

Q.—If you find the value of the real 
estate to be the amount stated in the 
ledger for real estate, is that an end of 
it? A.—That is the end of it, unless 
the value stated in the ledger has been 
added to by fictitious or a paper amount 
—an amount written up. 


Q.—If you find it is the amount that 
according to the book was paid, that is 
all the inquiry you make? A.—That 
is all the inquiry I make. 

Q.—Do you ever make any inquiry 
as to improvements on the land or de- 
preciation? A. No. = 

Q.—You never do? Al —Well, 41 
would not say I never do. In the case 
of a building, if I am getting this in- 
formation, I have got what has been 
expended during the year. 

Q.—That is to say, where something 
appears in the account for building, 
then you find that out? A.—Yes. 

Q.—And take an account of that? A. 
—Yes. 

Q.—But supposing a company is not 
including in its statement anything in 
respect to such an item as that, how 
does that come to your attention? A. 
—Please state that again. 

Q.—Is there anything you do or is 
there any way from your _ inspection 
that you can check whether the com- 
pany ise paying out anything with re- 
spect to real estate for improvements 
or otherwise, or not? A.—Most cer- 
tainly. 

Q.—That would come in the expendi- 
tures, would it? A.—That would come 
in the expenditure. — 


Q.—Do you mean to say you go 
through the whole of the books of the 
company to ascertain what their ex- 
penditures are, and do not simply take 
their statement of the expenditures, 
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checking it merely? A.—We know in 
going through the books, we find out 
how much has been expended om every 
item in those different accounts. 

Q.—And in that way if you find any- 
thing that is expended on real estate, 
then you say that should be added to 
the value of the real estate as an im- 
provement? A.—It is either done 
that way—it may be written off the 
value of the real estate. 

Q.—What do you mean by “May be 
written off the value of the real es- 
tate’? Do you mean it may be charged 
up to expense? A.—No, ; 

Q.—Well, what then? Supposing you 
find in the books a large expenditure in 
respect to building on land, does that 
go into the real estate account, and, if 
so, how? A.—Would you mind stating 
that again? 

Q.—Supposing that a company is pay- 
ing out money in respect of a building ? 
A.—Yes. 

Q.—KHither erecting a building or im- 
provements to a building? A.—Yes. 

Q.—From your inspection, is it neces- 
sary that they should appear in the real 
estate account or not? <A.—It would 
appear in the real estate, yes. 

Q.—Would it of necessity appear in 
the real estate account? A.—TI think 
so. It must be shown somewhere in the 
statement. 

Q.—Supposing it is shown just as an 
expenditure? A.—Oh, well, it may be 
shown as an expenditure. 

Q.—Then supposing you find an ex- 
penditure with respect to the real es- 
tate in the way of an improvement on 
the real estate, would you not have re- 
gard to that in estimating the value of 
the real estate? A.—Well, a company 
may expend a large amount—that is, 
comparatively large amount—on im- 
provements on the real estate, but con- 
sider that as an expenditure which they 
would carry into their miscellaneous ex- 
pense of the company. 


Q.—And not added to the value of the 
real estate? A.—And not added to the 
value of the real estate. 


Q.—What I want to know is, do you 
let the company do as it pleases about 
that? A.—Usually, if the company— 

Q.—Usually or always; do you always 
let them do as they please about that? 
A.—Well, I would not say always. 

Q.—Have you ever yet— A.—Wedo 
not interfere with the company in its 
dealings in that way. If the company 
expends a certain amount on its real es- 
tate, and considers that that amount is 
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merely for the purpose of keeping the 
real estate up to its usual standard 
value, then that amount may be treated 
in one or two ways; it may be put in 
the expenditure as amounts expended on 
the improvement of real estate, or it 
-may be deducted from the rents ob- 
tained from the renting of that pro- 
perty. 

Q.—It may be deducted from the ren- 
tals, or it may be pnt in as an improve- 
ment to the real estate? A.—Yes. 


Q.—But what I want to know is, 
what do you do about it, what authority 
do you exercise about such a matter? 
A.—Well, I do not know as we have 
any authority in the matter at all. 


Q.—Do you ask for information about 
such items? A.—Whenevr it is neces- 
sary, 


Q.—I am asking you, do you? Have 
you ever asked for information about 
such items? A.—TI have. 

Q.—With respect to what? Moneys 
paid out for building? A.—Moneys paid 
out for building. That information has 
been asked for during the last year or 
more in the case of a building recently 
bought, or which appeared in the state- 
ment in the last two years by the Na- 
tional Life in Toronto, 

Q.—What was the occasion for that? 
A.—The occasion for that, they bought 
_ a building, and had to lay out a large 

amount of money for improvements upon 
that building. The building was con- 
sidered by the company worth a great 
deal more than they paid for it, and it 
was written up to a certain extent by 
an amount over and above what they 
had paid and what they had expended. 

Q.—Supposing the result had been the 
other way? Supposing the expenditure 
had not been added to the value of the 
property at all, would you have the com- 
cerned yourself about that—supposing 
the value of the building had been left 
at the old value? A.—No. 

Q.—Do I gather that all you look to 
see is that the land is worth the amount 
that is put there; whether or not it is 
worth a good deal more you do not con- 
cern yourself with? A.—Yes. 

@.—You see that the amount there is 
not too high? A.—Yes. 

Q.—But you do not see whether it 
may be too low or not? A.—No. 

Q.—You do not profess then to make 
this statement an exact statement of the 
assets—not the exaict value of the as- 
sets? A.—Not the exact value of the 
assets. 


Q.—But is what you might say the 
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minimum value of the assets? A.—That 
is it. 

Q.—It is worth that at least? A.— 
Worth that at least. 

Q.—And may be worth more? Is that 
right? A.—yYes. 

Q.—To any amount more? A.—Well, 
if it is worth to any amount more the 
company in that case usually writes it 
up. 

Q.—But as far as your inspection is 
concerned, to any amount more; is that 
right? A—It may be worth to any 
amount more. I donot think there has 
been a case in which the superinten- 
dent has taken upon himself to write up 
the value of a piece of real estate to an 
amount above what has been returned 
by the company. 

Q.—I am not asking whether he has 
actually written up an amount; but 
whether he ever makes enquiry about 
that at all; that is my point? A.—Well, 
as I say, those matters have been dealt 
with almost exclusively by Mr. Fitzger- 
ald. 

Q.—At any rate, you have not done 
so? A.—And what. I have done is merely 
to obtain information to put before him 
in respect to those matters. 

Q.—When you get information to put 
before him, are your reports made to him 
written or verbal? A.—Often in writ- 
ing, sometimes verbal. 

Q.—You would have some written re- 
ports from yourself to Mr. Fitzgerald re- 
garding the result of your inspections 
from time to time. Would that be one 
report made after all your inspection, or 
would it be made—A.—No, it would be 
made during the inspection usually from 
time to time. 

Q.—Then the second item, “Amounts 
secured by loans on real estate,” I sup- 
pose you just take the ledgers for that 
and see the items there, and the amount 
loaned, and is interest accrued due in- 
cluded in that item? A.—No, that is 
merely supposed to include the face of 
the loan. The interest accrued and due 
will come under item 16. 

Q.—That would be a non-ledger asset? 
A.—Yes. 

Q.—What do you do in your inspec- 
tion in the way of supervising the 
amount due on loans and mortgages on 
real estate? Do you get an yinforma- 
tion as to the value of the property? A. 
—Only what information hag been given 
by the valuations ; each loan has ac- 
companying it usually one or more val- 
uations as to the value of the property. 

Q.—And do you insist on that? A— 
Yes. 


90 ROYAL COMMISSION ON 


5th day, March 16, 1906. 


Q.—On seeing the valuation? A.—Yes. 

Q.—And taking the valuation, you as- 
certain whether you think the amount 
loaned is a fair loan upon the property? 
A.—Yes. 

Q.—Have you come to cases where 
you thought it was too much loaned on 
the property? A.—I have not myself 
come across any such cases. 

Q.—There are such cases? A.—Mr. 
Fitzgerald, I have no doubt, has found 
them, as he has gone into that matter 
more extensively than I have. 

Q.—You have not, though, at any 
time written down that item because 
you thought the loan was probably too 
much for the real estate? A.—Yes. 

Q.—Then, how do you proceed in the 
case of loans to policyholders on the 
company’s policies? A.—That is an item 
which, for the most part, we have to 
content ourselves by finding out the ac- 
tual amount that the company had ad- 
vanced on these loans. 

Q.—The total amount? A.—Yes. 

Q.—You take the total amount for it? 
A.—Occasionally we examine a few of 
these loans. In the case of a company 
commencing to loan for the first time 
I have examined the whole of the loans 
the first year, more for the purpose of 
seeing that they were returning to us 
correctly, that they were not loaning 
more than the surrender value or the re- 
serve value upon their policies. 

Q.—And to see that the company was 
starting right? A.—To see the com- 
pany was starting right; after that we 
have to content ourselves with examin- 
ing a few loans. 

Q—That would be by reason of the 
number of the loans? A.—By reason of 
the number of the transactions. 

Q.—How many loans might a larger 
company have of that nature ? A.—I 
would imagine some of them would run 
up into the thousands. 

Q.—How many thousand? 
I could only estimate that. 

Q-—2,000 or 3,000 or 5,000, or 7,000 or 
10,000? A.—I could give no figures—no 
exact figures. Here is one company, for 
instance, has $550,000 loaned, The 
average ‘loan, I would suppose, would 
be, about $200 : that would give in the 
neighborhood of 3,000 loans for that com- 
pany. 

Q.—Am I to gather from your state- 
ment that you take the total from the 
books of the company and are you satis- 
fied with that, or do you inspect any of 
those loans? A.—We inspect some of 
them. 


Q.—Do you always inspect some of 
them? A.—Not always. 


A.—Well, 
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Q.—Sometimes that item is just car- 
ried forward into the statement by total 
and is not verified at all? A.—That is 
it. 

Q.—Depending, you say, on the com- 
pany, and possibly its past records on 
such loans? A.—Yes, It is an item 
in which errors are not likely to oc- 
eur, 


Q—Why not? A.—When a loan is 
made a careful actuarial caleulation is 
made as to the amount which might 
safely be loaned upon the policy. The 
loans are usually well within the 
amount. In other cases the policy will 
contain a provision whereby, after the 
payment of three or more premiums, a . 
loan may be made, and states the 
amount of the loan, which cannot be 
exceeded. ‘Those estimates of the loan 
which can be made are made by very 
careful calculations, and are always be- 
low the reserve value which is carried 
into the liabilities in respect of that 
policy. 

Q.—For that reason you treat that as 
being an item that does not need much 
inspection? A.—That we cannot afford 
with our limited staff to take the time 
to make full inspection, and we con- 
sider for that reason that it is not 
necessary to go into it any more care- 
fully than I have indicated. 


Mr. McCarthy: Has he ever com- 
plained, or asked for an increase of 
staff by reason of that? 

Mr, Tilley: Q—Mr. McCarthy wants 
to know whether you ever asked for an 
increase of staff? A.—I have very often 
asked for an increase of assistants. 

Mr. McCarthy: In that particular, 
that you had not enough staff to do 
the work, and asked for clerical assist- 
ants to help you to do it? 

Mr, Tilley: Q.—Did you ever ask for 
clerical assistants to do that sort of 
work? A.—Not to do that particular 
sort of work, 

Q.—Did you ask for clerical assistants 
to do any; work? A.—Yes, 


Q.—And has it been given to you? 
A.—I do not think it has been refused, 
but it has been delayed so long, and it 
has come so slowly, that the work of 
the office has outdistanced the help that 
has come along. 

Q.—By the time the help has arrived 
the work has increased in greater pro- 
portion? A.—yYes. 


Q.—So that you are always behind 
with the help? A.—That is it. 
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Q.—You are referring now to help in 
the Department? A.—Yes. 


Q.—And is there any help being sup- 
plied you now? Did you mention som: 
person that was being added? Oh, that 
was in lieu of a person that was leay- 
ing? A.—Yes, About six months ago 
we asked for two additional hands. We 
have had one given us already, 

Q.—You got fifty per cent. of the re- 
quest? A.—Yes, The other no doubt 
will be forthcoming; that is, we hope 30: 
we live in hopes of that. 

Q.—What additional staff would you 
require to make a thorough inspection 
of such items as loans on policies? <A 
—Well, I should think, taking the life 
companies alone, that I would need two 
trained assistants, 

Q.—Just for that item? A.—For that 
item and others, . 

Q.—Of a similar nature? A,—Yes 

The Chairman: For life companies 
generally? 

Mr. Tilley: For the life companies 
only? A.—Yes, to be supplemented from 
time to time if we found they were not 
able to keep up with the work. 

Q.—That is your present idea? A.— 
Yes. 

Q.—That is probably something that 
ur, Fitzgerald could say more about, 
but would that staff be sufficient to 
make complete inspections of the trans- 
actions of a company in the year? A. 
—Not at all 

Q.—lIf you had to make a complete 
inspection of the transactions of the 
company throughout the year, what 
staff might that require? A.—Well, it 
is hard to say what you mean by com- 
plete; to make a complete inspection 
would mean an audit of all the items 
which go into the books of the com- 
pany. 

Q.—I do not know that I was refer. 
ring to that so much as to see as to in 
vestments, whether they are authorized 
or unauthorized, and work of that na- 
ture? A,—That is work, of course, that 
would not require as many additional 
assistants, merely looking into the in- 
vestments and the authority. 

Q.—Would the staff you have spoken 
of, the increase of two, be sufficient for 
that purpose? A,—I should think so, 

Q.—That staff might be sufficient, you 
think, to deal with and check over alJl 
investments of the year? A.—yYes. 

Q.—But then if you had to make the 
audit of the books, what staff would 
that require? A.—That would depend 
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upon the extent to which the audit was 
to, 'be— 

Q.—I mean such an audit as would 
enable a person to certify to the cor- 
rectness of the statement as correctly 
showing the condition of the company'? 
A,—At present we rely to a large ex- 
tent upon the auditors appointed by 
the company. We examine their work, 
and we expect the auditors to look into 
every item of expenditure and see that 
there is a proper voucher for the pay- 
ment of that, and to see that the com- 
pany has given authority for the pay- 
ment of that at the time, and also, as 
far as they are able to check the re- 
ceipts of the company.: The work of 
our inspection is sufficient to look after 
without going into it—without duplicat- 
ing that work, Our work is supposed 
to start where the work of the auditor 
leaves off. 

Q.—I beg pardon? A.—Our work ina 
way will start where the work of the 
auditor had discontinued. 

Q.—Then do I understand you to 
mean that you start with the assump- 
tion that the auditors have correctly 
shown by their books all the transac- 
tions of the year, and that everything 
is justified and proper with them? A.— 
To the extent to which the auditors go, 

Q.—Then you start from that work 
of the auditor to see that the company 
has assets to answer its liabilities? <A, 
—Yes. 

Q.—Assuming that the work of the 
auditor has been properly done? A.—- 
Yes. 

Q.—Are these auditors you refer to 
auditors appointed by the companies? 
A.—By companies. 

Q.—Are there auditors appointed by 
policyholders separate from companies? 
A,—Well, I cannot answer that ques- 
tion. I am not aware that the policy- 
holders appoint an auditor, 

Q.—I beg pardon? A—I am not 
aware that the policyholders appoint an 
auditor. They may in some cases. 

Mr. Langmuir: I suppose you mean 
that the auditors in a stock company 
are appointed by the shareholders and 
not by the eompany? 


Mr. Tilley: Q.—Are there any com- 
panies where certain auditors are ap- 
pointed to represent the policyholders? 
A.—I do not recollect any case; there 
may be, 

Q.—When you say you are supposed 
to start where the auditor leaves 
off, what work do you’ do that 
the auditor does not do? A— 
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The auditor does not usually check 
any item of the liabilities, except per- 
haps some items of endowment and un- 
paid accounts; it will be the unpaid 
death claims ; the reserves. 

Q.—Why would an auditor check 
that? A.—Which? The reserves? 

Q.—The liabilities ? A,—I said there 
were some items in the liabilities— 

Q.—I thought you said the liabilities. 
What items are you referring to that 
the auditor would not check ? A.—The 
unpaid death claims. 


Q.—He could not check that? A.—I 
do not think they check that. 

Q.—The oustanding liabilities? A.— 
Or the insurance reserve. 

Q.—The insurance reserve that the 
company is required to hold? A.— 
Yes. 

Q.—Do I understand you regard the 
duty of your Department under the 
Act substantially to be that having re- 
gard to the assets and liabilities as 
would be shown by the auditor’s state- 
ment, to include by that the other lia- 
bilities, like reserve and unpaid death 
claims, and to see then that the com- 
pany is still solvent, having assets to 
answer all its liabilities? A.—I have 
lost the thread of your question. 


Q.—Probably that is my fault. Do 
I understand you to conceive the work of 
your Department to consist in commenc- 
ing with the auditor’s work, where they 
leave off, and then incorporate the un- 
paid death claims, the reserve fund, and 
those outstanding liabilities of that na- 
ture, and then see that the company has 
assets to answer its liabilities? A.— 
I do not go so far as that. We do not 
rely upon the auditor’s statement, but 
we check from the books of the com- 
pany all the various items of income and 
expenditure ; they are made up inde- 
pendently, and I regard the auditor’s 
work as referring more particularly to 
the correctness of a certain expenditure, 
that it has been properly authorized by 
the company, and that the proper 
voucher for its payment has been made. 

Q.—That no unauthorized payment 
has been made? A.—Yes. 

Q.—That none of the assets of the 
company have been wrongly parted with? 
A.—Yes. 

Q.—That you refer to as the auditor’s 
work, to see that that is the case ? A.— 
Yes. 

Q.—To check all such payments? A.— 
To check all such minor items. 
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Q.—To require the authority and the 
voucher? A.—Yes. 

Q.—You say you do not regard that 
as your work at all? A.—No. 

Q.—And you take the books of the 
company as correctly showing the pro- 
per payments and proper assets, and 
you start with that as the foundation 
of your work? A.—Yes, and during 
the progress of that work we may oc- 
casionally find that there has been some 
error made. 

Q.—Error of what nature? A.—I 
have not in mind any particular nature. 
There are errors discovered of all 
kinds, 

Q.—Let us know what sort of errors 
you are referring to? What sort of 
errors do you find? I am not asking 
for any particular error, because we will 
get those later, but I want to know the 
general character of the errors or mis- 
takes that you discovered, what is as- 
certained by your work? A.—There 
are errors in displacement of items in 
the statement. 

Q.—That is including an item under 
a wrong schedule or heading? A.—An 
item under a wrong heading. The man 
who compiled the statement may have 
had a wrong understanding as to what 
should have been included. He may 
have entered in the income premiums 
that are in the hands of policyholders 
or agents and which have never been re- 
ceived in cash. 

Q.—He may treat those as being as- 
sets received by the company? A.— 
Yes. 

Q.—And in your way of treating them 
they are not treated so until actually 
received by the company from the 
agent? A.—Yes, and the same with 
respect to interest; the interest accrued 
sometimes has been entered instead of 
the actual receipts for interest. 


Q.—Interest due, but unpaid, has been 
treated as interest paid. Always by 
mistake, you say? A.—It has usually 
been by mistake; that is by a misunder- 
standing, an inexperienced party that 
has made up a statement. 

Q.—What other nature of mistakes do 
you find? A.—I suppose in going 
through the statements as a whole there 
would be very few items in which there 
has not been a clerical error or an er- 
ror of judgment in some way which 
would not be found. 

Q.—Then do I understand that in al- 
most all statements you find some mis- 
takes or errors? A.—In almost all 
statements there are a few errors. 
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Q.—How are those shown in your of- 
fice now? A.—We usually make the 
change in red ink in the statement 
which comes in. 


Q.—Those original statements areal] 
on fyle in the Department yet? A.— 
Yes, 

Q.—And on every statement is shown 
in red ink any change you have made 
or any mistakes you have corrected? A. 
—Yes. In the statement I have before 
me, for instance, it was found neces- 
sary to increase the amount of outstand- 
ing death claims. 

Q.—I beg pardon? A.—In the state- 
ment I have just picked out from the 
pile, it was found necessary to increase 
the amount of unpaid death claims. 


Q—How may that arise? That 


would not be carelessness, would it ? 
A.—Well, it arises in various ways. The 
company may possibly have not received 
notice of that before the statement was 
made up, or before it was sent in to the 
Department. Notice may have been re- 
ceived after the close of the year, and 
the person who made up the statement 
may have been of the opinion that as 
the company had not received notice of 
that death claim before the end of the 
year, then it would not. be necessary for 
them to enter into the statement the 
amount of that death claim. 


Q.—Do I understand you to say, then, 
that if a death claim occurs before the 
end of the year and not reported, and 
the company has no knowledge of it, the 
statement made up might truly eliminate 
that claim so far as the knowledge of 
. the company goes? A.—Yes. 


Q.—But that when you would inspect 
the companies, if you found any such 


ease, although there had been no notice’ 


sent to the company at the time the 
statement was made, you would change 
the statement and have that included? 
A.—Yes. 


Q.—Then it would follow that some ot 
these changes that you make in the 
returns by companies would alter the to- 
tals of the different items? A.—Aller 
the totals of the different items. 


Q.—And as to any company not in- 
spected before the blue book was print- 
ed, would make the totals appearing in 
the blue book inaccurate? A.—yYes. 


Q.—And the comparison as between 
different companies might not be entire- 
ly accurate, although, I suppose, very 
seldom you find an item that amounts 
to a great deal as a total? A.—Theie 
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has been no change found in those com- 
panies that would practically alter the 
statement as published in the blue book. 

Q.—At any rate, all those charges are 
shown in the red ink. There are no 
changes made except what are stown in 
the statements in red ink? A—None 
that I recollect of. 

Q.—You know of none? A.—wNo. 

Q.—When you return to the depart- 
ment do you in any way notify the com. 
pany of the inaccuracies in the state 
ments you received? A.—The company, 
before I leave the office, the company has 
a duplicate or triplicate copy of this 
report which they keep in their office; 
before I leave the office the changes are 
usually made by the company im 
their own copy. 

Q.—By the clerk, or whoever is in 
touch with you? A.—Yes. 

Q.—But there is nothing of record be- 
tween the department and the company 
whereby after the inspection you report 
to the company “At our inspection of 
such and such an occasion we found such 
and such mistakes in your returns?” A. 
—No. 

Q.—There is nothing of the kind? A. 
—No. Another check, when this' blue 
book is being printed, passing through 
the printer’s hands, it has been the cus- 
tom to send a revise of the statement 
after it is set up in type to the company 
for them to look over, and to make any 
objection if they wished to any of the 
changes that have been made, or to 
point out any errors which may be in 
the statement. 

Q.—That is you send to each company 
a proof of what will apepar in the blue 
block, to give each company an oppor- 
tunity to criticise its own report as it 
is being printed there? A.—Yes, each 
Canadian company. 

Q.—You send each Canadian company 
a copy merely of its own return as it 
is going to be printed? A.—A copy of 
its own return as corrected. 

Q.—But not of all the companies? A. 
—No. 

Q.—Each company does not get a copy 
of the other company’s return? A.—No. 

Q.—Take the item, stocks, bonds and 
other collaterals, how do you check that 
item? A:—I usually obtain from the 
company the ledgers in which the ac- 
count value of that item is recorded. 

Q.—The account value; that is the led- 
ger that shows the different stocks, 
bonds and debentures carried? A.—Yes. 

Mr. Langmuir: Q.—That is what they 
were bought at? A.—Yes, including any 
writing up or writing down that may 
have been subsequently made. 
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Mr. Tilley: Q—Do you check the 
value placed on them? A.—In some 
cases. 

Q.—Why not all? A.—In a great 
many securities such as municipal deben- 
tures, particularly, there is no quotaticn 
on any stock markets. <A great many 
of the debentures are not for sale on 
the markets. In that way it is not pos- 
sible to get the exact market value. 
We cannot say that they have any par- 
ticular market value. 

Q.—Then in case of such securities you 
always take the value as placed on 
these securities? A.—Well, I would not 
say always. It occasionally happens 
that an item like that would have to be 
written down. That is, the company 
has placed a larger value— 

Q.—Than circumstances warrant? A. 
—Than circumstances warrant. 


Q.—Supposing you come to a state- 
ment sent in by a company made out 
on the 3lst December, at the end of a 
year, and you do not inspect the office 
till away on in November or October? 
A.—Yes, 

Q.—Do you criticize the value put on 
that item by the subsequent market 
from the time the statement was made 
with the knowledge you have in Octo- 
ber or November, as to what it is then 
listed at or quoted at? A.—We do not 
make any change in the market value. 
What we try to arrive at is the market 
value as it stood on the Ist of January 
and not in November. 


Q.—So that in the case of any partic- 
ular stock, if the price has gone down 
during the interval between the date of 
the report and the date of your inspec- 
tion, that is not shown as the result of 
your inspection? A.—Not shown in the 
statement. 

Q.—No change made? A.—No. 

Q.—That must be a circumstance that 
happens frequently? A.—It happens fre- 
quently, but I do not think it would be 
possible to show in the company’s stat- 
ment any depreciation which m:y have 
occurred between the Ist of January and 
yas ate on which the blue book is is- 
sued. 


Q.—It would not be possible? A.—No. 
Q.—At any rate, there is no comment 
from_you, or nothing done by you when 
you find that the security taken there 
at a certain value on the 3lst Decemter 


has shrunk in value considerably after 
that date? A.—No. 


Q.—Do you check over the stoc's, 
bonds and debentures and say that tlLey 
are there? A.—I do in a few companies. 
Mr. Fitzgerald does in the- others. 
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Q.—Do you do that for any particu- 
lar companies? A.—Not for any partic- 
ular companies. Sometimes Mr. Fitz- 
gerald will count them and some years 
IT will count them. Where there are. 
only a few debentures I usually finish 
the whole thing while I am at if. 

Q.—Where there are a few you finish 
it? A.—Yes, and where there is any ¢con- 
siderable amount Mr. Fitzgerald does. 

Q.—How do you proceed in checking 
it? Tell me the way you do it? A-- 
Are you referring to the account val- 
ues now or the actual securities? 

Q.—The actual securities? A.—Well, 
that is merely counting the debentures 
that happen to be in the company’s of- 
fice or in the loan company’s office. 

Q.—Do you check them with the led- 
ger? A.—With the ledger, yes. 

Q.—And does the ledger in the cas2 of 
the majority of the companies show the 
source from which the bond or security 
came? A.—I think in the majcrity of 
eases the ledger will show the source. 

Q.—In some cases does the ledger not 
show that? A.—I have no recollection at 
present. That is we have not heen ac- 
customed to examine criticaily che 
source from which the debentures come. 

Q.—You either examine, or you do not 
examine. You either do it so that 
you can say ‘‘that is right”? or ‘‘that 
is not right???’ A.—Yes, but that is 
not one of the points which comes 
under our examination. 

Q.—And you say you do not usually 
or you do not critically do it; I sup- 
pose, a fair statement is that you do 
not do it at all? A—I do not do it at 
all, What I meant to say was that 
[ cannot help seeing when I am exam- 
ing the ledger items which do not con- 
cern me. 

Q.—If you see them that way you 
do not concern yourself about it? A.— 
No, sir, 

Q.—You may see it? A.—Yes. 

().—You do not examine it, but just 
pass along? A.—Yes. 

Q.—Have you given to the companies 
directions as to the method in which 
the books shall be kept in regard to 
such matters? A.—Not in regard—well, 
I would not say I have not given di- 
rections, but not as to the particular 
form of books, 

(Y—Tell me the sort of direction you 
have given, and then we will under- 
stand better what you have not given? 
What have you told them to do—any 
company, by way of illustration? A.— 
Well, the only recollection I have in re- 
gard to a stock ledger was telling the 
company that they should procure a 
ledger in which all their bonds and 
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stocks and that like should be entered, 
leaving the details to their own par- 
ticular company. I have not pretended 
to give them any particular instructions 
as to how they should— 

Q.—You have instructed companies 
to keep stock ledgers? A.—Yes 

Q.—And bond debenture ledgers—you 
have done that? A,—I believe so. 

Q.—Do you mean to say there were 
companies carrying securities such .1s 
that that had no ledgers to show it? 
A.—Well, this would be in the case o! 
young companies where they had had 
only a few stocks, and where they were 
beginning to have them increase rapidly 

Q.—That does not apply, you are quite 
sure, to any company that was carrying 
stocks and debentures to any extent’ 
A.—No., 

Q.—What do you do in the way 0! 
checking these bonds and debentures 
over? Do you first run them over to 
see if the totals agree? A.—The totals 
of what? 

Q.—The totals of a certain lot of 
bonds and debentures taken as security 
with the number that is in the ledger? 
A.—Well, the actual debentures them: 
selves are counted, and the total noted; 
take for example a list here in the case 
of this company; the debentures have 
not been counted— 

Q.—You are now referring to some 
particular return? A,—Yes, When the 
debenture is counted, this is the line for 
par value; they would be noted here: 
when the Jedger accounts are checked. 
these are the ledger accounts, These 
are the check marks referring to those 
accounts. 


Q.—When you count the securities 
you check them on the par value col- 
umn? A.—Yes. 

Q.—And when you have that checked 
you say they must be counted? A.— 
Yes. These are the ledger values, 

().—Then the second column, marked 
“market values”—what does that indi- 


cate to you? A.—That indicates that 


these have not been checked, 

(J.—Is that a return for the current 
year, the one just received? A.—Yes 

Q.—Is it the return of a company 
that is partially inspected or complete. 
ly inspected? A.—I think this is a re 
turn completely inspected; that is, as 
far as I am concerned, 

(. —What do you mean by that now? 
You have done your inspecting of that 
company? A.—Yes. 


? 
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Q.—And has any person yet to dv 
some work connected with it? A,—Not 
unless Mr. Fitzgerald finds it necessary 
to do something. 

Q.—How can he find it necessary to 
do something? A.—For the reason that 
{ nave not checked the market values 
of those securities. 

Q.—Is that the only thing you have 
not done in connection with that return? 
A.—That is the only thing that I have 
not done that I consider it is necessary 
for me to do, 

Q.—Do you treat that return as check- 
ed and verified? A.—Yes. 

Mr. Langmuir: Q.—Would it appear 
in that shape in the blue book for 1905? 
Would it appear in the shape in which 
you have it before you? A.—It would 
appear in this shape in the blue book 
for 1905. 

Q.—Then that would set out that the 
market value was given by the company, 
but not checked by you? A.—Yes, 

Mr, Tilley: The blue book would in- 
dicate that, 

Mr. Langmuir: It indicates the mar- 
ket value, and where is that got from? 

Mr. Tilley: From that return. 

Mr. Langmuir: And it has not been 
checked? 

Mr. Tilley: Yes. 

Mr, Langmuir: The proper. assumption 
would be that it had been checked if it 
appeared in the blue book? 

Mr. Tilley: Yes, Q—That is right. 

Q.—Unless this discussion appeared 
here now, would that return have been 
checked any further than it is now? A. 
—It may or may not. 

Q.—How? Just depending upon 
whether Mr. Fitzgerald happened to run 
across that fact? A.—I think Mr, Fitz- 
gerald made a comment on the check- 
ing of the market value, that we had 
ta leave that to a large extent to the 
sworn statements of the company. and 
in a great many cases we find— 

Mr. McCarthy: Mr, Blackadar should 
not be giving evidence of what Mr, 
Fitzgerald does or does not do. We 
have not been allowed to ask Mr. Fitz- 
gerald questions about it. 

Mr. Tilley: Q.—Are you speaking now 
with reference to something Mr. Fitz- 
gerald has told you, some instruction 
he has given you? A.—No, not at all, 

Q.—It is something that you can- 
not say of your own knowledge at 
all? A.—Something I cannot say of 
my own knowledge. 

Q.—Why did you leave that calumn 
unchecked; that is what we want to 
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know—the second column showing the 
market value of those securities? A.— 
It is simply because I was unable to 
check it. 

Q@.—You had not sufficient informa: 
tion to check it, or had not time to 
check it? A.—I had not sufficient in- 
formation, and also had not the time, 

@.—Which was the thing that moved 
you, the lack of time or the lack of 
knowledge? A.—Both considerations; 
there was a lack of knowledge. Take, 
for instance, some of these securities; 
village of Tara, city of Edmonton, town 
vf Bothwell, village of Conden, city of 
Winnipeg, town of Meaford, town of 
Strathroy, town of Perth, town of Col- 
lingwood, city of Kingston—how am I 
to tell the accurate value of these se- 
curities? 


Mr. McCarthy : Q.—Would you mind 
telling us if you consider the question 
of how the market price compares with 
the cost price in the return? A.—Yes 
that is examined, 


Q.—Is there any difference between 
the alleged market price and the cost 
price? A.—In a few cases. 


@.—In those municipal bonds? A.— 
Yes. 


Mr. Tilley: Q—What is the differ- 
ence between the two in those cases ? 
Is the market value higher or lower? 
A.—I think in most cases they are ex- 
actly the same. 


Mr. Langmuir: I should, of course, 
assume that the cost price of these 
bonds. as shown in the register, and as 
sworn to, might be accepted and had to 
be accepted, but I cannot assume that 
the market value should not be changed, 
because there there might be a great 
difference between the views of Mr. 
Fitzgerald and the company. 

Mr. Hellmuth: Looking over’ the 
book value of all the towns in the 
statement of the Canada Life, at pages 
151 and 152, I find the book value to be 
$1,618.000, leaving out the odd dollars, 
and the total market value $2,642,000, 
only a difference of $24,000 in over a 
million and a half; so that it is trifling 
in the case of towns. 

Mr. Langmuir : That is municipal de- 
bentures? 


Mr. Hellmuth: Yes. 


Mr. McCarthy : If he takes the mar- 
ket price with that very small differ- 
ence, he would, of course, have to de- 
duct the cost price. If he checks it 
and puts it as a security at the market 
‘ value, and the cost price is the same as 
the market value, then he has practical- 
ly the security at that figure and takes 
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it at that price. So that we are really 
chasing ourselves round a circle. 

Mr. Tilley: Q.—Take 150 shares of 
the Bank of Ottawa, that is a stock 
that has a market value. Did you 
check that? A.—I have not as yet. 

Q.—120 shares Ontario Bank ? 

Mr. McCarthy: Are those the ones 
he has not had time to do ? 

Witness : I had not time for the ex- 
amination. 

Mr. Hellmuth: The total of all the 
stocks and bonds owned by the Can- 
ada Life is shown to be $17,249,000, 
leaving out the hundreds. The total 
market value of all that is shown to 
be $17,642,000, or a difference only of 
$400,000 on that large mass of $17,- 
000,000. 

Mr. Tilley : That was something that 
just arose on looking at the  state- 
ment. 

Q.—Now, do you say that the ledger 
account of these securities does or does 
not show the numbers of the different 
certificates 2 A.—Of the stock certi- 
ficates? 

Q.—Yes? A.—As far as I recollect, 
the numbers are given. 

Q.—That is to say, the stock ledger 
or the bond or debenture ledger would 
show a certain number of bonds or de- 
bentures, from number so and so to 
number so and so in a certain group. Is 
that the way the ledger reads? A.— 
I cannot speak as to every case. Ido 
not recollect any case where the num- 
bers are not given. 

Q.—When you are checking them, do 
you check them with regard to that? 
A.—With regard to the number enter- 
ed on the stock ledger? : 

Q.—Yes? A.—No. 

Q.—To see that you are checking the 
particular ones that are mentioned 
there, otherwise how do you keep track 
of them? How do you know what you 
have checked or not checked ? Do you 
initial the certificates in any way? A. 
—No. 

Mr. Hellmuth : Might I suggest that 
the witness might produce a statement, 
like that of the Canada Life, say this 
last year, and let us see how the state- 
ment is prepared with regard to that, 
and see if the numbers are not all there 
and checked ; then the long way will be 
made short. 

Mr. Tilley : That would be as to the 
Canada Life, but I want to know the 
method of inspection, I want to know 
about all the companies. 

Q.—In recording simply the informa- 
tion one company gives you, do you, 
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when you are checking them, see that 
the numbers of the certificates are giv- 
en or when they are not given? Do 
you initial them in any way to show 
you are checking that particular stock 
or bond or debenture once and for all? 
A.—Those securities are counted once a 
year, at the time of the inspection. They 
are checked off in this statement. 

Q.—When you come to a certain item 
of some bonds or debentures, then cer- 
tain bonds or debentures are brought to 
you? A.—Yes, 

Q.—By some clerk in the company? 
A.—Yes. 

Q.—And then you take a pencil and 
just mark that item? A.—Yes. 

Q.—Do you in any way verify by the 
number of those bonds or debentures, or 
by any marks you put upon them, that 
these are the bonds or debentures that 
have been produced to you once and 
that you have counted already in check- 
ing that statement? A.—In the case 
of debentures it is not customary to 
take down the numbers. In some cases 
we do, but not always. We take care 
that a debenture that is once counted 
cannot be produced to us again. 

Q.—How do you do that? A.—That 
1s very easily done. Debentures of any 
particular municipality are all brought 
out at the same time and counted. 

Q.—So that if you have a certain 
number of debentures of a certain muni- 
cipality, they are brought to you at one 
time? A.—Yes. 

Q.—And you check them all at once ? 
A.—Yes. 

Q.—Is that the rule you adopt in or- 
der to avoid any danger? A.—That 
is the rule I have adopted in order to 
avoid any danger of duplication. 

Q.—If there is any information given 
as to numbers and so on on the state- 
ment of any particular company, you 
pay no attention to it anyway? A.— 
No. 

Q.—So that it is not recorded by you 
in that way? A.—No. 

Q.—You did not compare the bonds 
and debentures produced to you and 
check them with the numbers that are 
specified in the ledger of the company 
as being the numbers of those bonds 
and debentures? A.—No, in a few 
cases I have counted the numbers that 
have been given in the statement that 
is returned to the office. 

Q.—If in their ledger accounts they 
show the numbers of the securities, you 
do not check that in any way by the 
production of the security? A.—wNo. 

Q.—There is nothing to identify the 
security that is produced to you with 


7 


Blackadar Ex’d. 


the security mentioned on that particu- 
lar page of the ledger in your statement 
of inspection? A.—WNo. 

Q.—What care do you exercise about 
the stock the company is supposed to 
own ? Do you take the _ pro- 
duction of the certificate for so many 
shares or not ? A.—Take the production 
of the certificate that the company—. 

Q.—You take a certificate for a cer- 
tain number of shares being evidence of 
the company owning that number of 
shares ? A.—Those certificates are us- 
ually in different forms, according to 
the kind of stock owned. In many 
cases we have the certificate signed by 
the secretary or transfer officer of the 
particular company certifying that such 
and such a life company owned on the 
Ist of January so much stock. 

Q.—Is that what you obtain— A,—In 
every case the company produces the 
scrip certificate, whatever it is, that has 
been issued by the company; it depends 
on the nature and kind of stock. 

Q.—Do you examine to see what kind 
of stock it is ? A.—Yes. 

Q.—And when it is stock, that the cer- 
tificate is just evidence of the holding 
of stock, you require that certificate to 
show that on a certain date the company 
held a certain number of shares ? A.— 
Yes. 

Q.—And what date do you require to 
be put there ? A.—Usually the date the 
Ist of January. 

Mr. Langmuir: Q.—But not always ? 
A.—Always on the Ist January. 

Q.—You said usually. Don’t you al- 
ways ask, as all auditors do of the com- 
panies, to get the certificate of these 
various companies that such and such 
stock stands in the name of such and 
such an insurance company as of the 
3lst December ? Don’t you do that? 
A.—Yes. 

Q.—That is correct ? A.—Yes. 


Mr. Tilley : Q.—Is it the 3lst Decem- 
ber or Ist of January ? A.—Hither. 

Q.—You require it on the Ist of Janu- 
ary ? A.—Yes. 

Q.—Then I notice there is an item in 
the form you send out, under the head- 
ing of “Other assets,” number 15, called 
“Market value of stocks, bonds, deben- 
tures, overvalue in account.” That item 
is not authorized by the schedule in the 
Act, or it is not specially mentioned ? 
A.—It is not specially mentioned. The 
Act requires par value and the market 
value to be given ; the account value is 
put in, the statements that have been 
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printed more recently than the amend- 
ment to the Act. 


Mr. Geary : The market value on that 
statement will be checked before it is 
put in the blue book ? 


Mr. Tilley : Q.—Mr. Geary would like 
to know, referring to the item of market 
value of stocks not checked there, whe- 
ther that particular return will be check- 
ed before it goes into the blue book. 
I think you said it would depend on 
whether Mr. Fitzgerald thought it neces- 
sary; it might or might not be done ? 
A.—It might or might not be done. 


Q.—Sometimes they are put in with- 
out that column being checked? A.— 
BS ur 

Q.—You take the sworn statement for 
that ? A.—Yes. I might say in going 
through these that if there is any mar- 
ket value that appears to be too large 
over the cost value, that case then is 
looked into, and cases have arisen where 
we have cut down the market value as 
returned by the company. 


Q.—So long as they are pretty near 
the same you do not bother much with 
it ? A.—No. 


Mr. Langmuir: Of course municipal 
debentures are not fluctuating; they are 
stationary. 


Mr. Tilley : \.—If there is too much 
of a margin you examine into it to 
find the reason? A.—‘xes. 

Q@.—The account that és headed “In- 
come”—what does tkat include? See- 
tion 4, income duriny the year, does 
that include amount paid on capital 
stock, if any has been paid in? A.— 
Yes; item 10, received for calls on 
capital. 

@.—I notice there is no item of a 
similar nature in the schedule to the 
Act? I suppose under the Act it would 
come under “All other item in detail’? 
A.— Yes. 


The Chairman : What section are you 
referring to? 


Mr. Tilley: The section at the end. 


Q.—So that the income that is set 
out there includes all money received, 
does it, by the company, except return- 
el loans \?)1 -A.—~Yes: 


Q.—It does not include moneys re- 
ceived by way of repayment of loans? 
A.—No, not at all. . 


Q.—Or the sale price of securities, 
but does include all moneys received on 
the sale of the capital stock of the 
company, or on ealls on stock? A.— 
Ss. 


Ta 
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Q.—Money that comes into the com- 
pany for the first time in that way. A. 
OS. 


Q.—Then in the item of expenditure J 
find an item for cash paid stockholders 
for interest or dividends, and also an 
item “Cash paid for commissions, salar- 
ies and other expenses of Officials.” To 
what extent do you check those two 
items? A.—Cash paid to stockhold- 
ers? 


The Chairman: Cash paid stockhold- 
ers for interest or dividends? A.— 
That is taken from the ledger. 


Mr. Tilley : Q.—And then how do you 
check the other item, cash paid for ex- 
penses in the way of commissions, salar- 
ies and so on? A.—That is collected 
from the various ledger items. 


Q.—To what extent do you check the 
items that go to make up those items 
in the ledger? A.—That part is not 
checked in any further detail than 
taken from the books. 


Q.—Just taken from the books as the 
total of each account? A.—Yes, that 
amount in one item is made up of 
agents’ salaries, agents’ travelling ex- 
penses, commissions to agents, first 
year commission, commission on single 
premiums, directors’ fees, officers’ salar: 
les, Officers’ travelling expenses .and 
agents’ bonuses. 

Mr. Langmuir: Q.—Are_ those all 
separate accounts? A.—Yes, in the 
ledger of the companies. The correct 
ness of each of those amounts was veri- 
fied and the total counted up to agree 
with the item. 


Mr. Tilley: Q.—You checked over 
these accounts enough to see that they 
ageregated the amount set out in the 
return? A.—Yes. : 


Q.—Do you in any way make any in- 
quiry as to what is included in ex- 
penses, or the propriety of any pay: 
ments? A.—Sometimes. 


Q.—What would move you to do 
that? Under what circumstances ? 
When you say sometimes, under what 
circumstances? A.—I canot recollect 
any particular circumstances at present. 
These are all the time occurring in the 
examination of the company. 

Q.—You cannot tell me the nature of 
the circumstances that might arise 
which would lead you to do that? A. 
—No. 

Q.—Would there be anything on the 
returns that are fyled with you, in red 
ink, as to any information you had ob- 
tained about those items on your in- 
spection 2? A.—Oh, I think not. 
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Q.—No note made of it in any way? 
a= NO, 

Q.—Take the account for advertising, 
for instance, do you check that as a 
special account? A.—Not the various 
items which make up that account. 

_Q.—Do you have accounts for adver. 

tising submitted to you in detail? A. 
—The actual accounts themselves are 
not submitted. The entries of those 
ee ledger are often set out in de 
ail, 

Q.—I beg pardon? A.—The entries 
of the different payments for adver. 
tising are often set out in the ledger 
of the companies, and in other cases 
there will only be the total amount of 
the payments during any one month. 
_ Q.—And whichever it is, you just take 
it as the company has it? A.—We take 
it as the company has it. 

Q—And you do not pretend to go 
back and check it during the year? A. 
—Not through the year, no. 

Q.—Do you get any evidence at all 
from them or any information from the 
company as to salaries paid? A.—No. 

Q.—You do not? A.—No. That is 
not one of the things we are required 
to get details of, other than the actual 
payments that have been made. 

Q.—Do I understand that you make 
‘no inquiry to see as to the propriety of 
expenses of a company at all, so long 
as you find the item there is paid out 
for expenses, is that sufficient for you? 
A.—That is all T have to do with. 

Q.—Well, that is all you do? A— 
That is all. 

Mr. Langmuir : 0.—Did you ever com- 
pare one vear with the other? A.— 
Very often. 

Q.—And if vou find a large increase, 
an abnormal increase, if you ever do 
find it, do you investigate it further, or 
draw the attention of the company to 
it, or discuss it with them, or what do 
you do? A.—TIn certain cases I have 
asked the reason for the large increase. 
or for an increase; not usually. 

Q.—Do you get it? <A.—TI get it. 

Q.—You get the reason? A.—Yes. 

Q.—Satisfactory ? A.—It is usually. 

Mr. Tilley : Q.—Sometimes not? A. 
—Tté depends on the way you look at 
it. 

Q.—Why the way you look at it? 
A.—It explains the reason for the large 
increase. 

Q.—But I mean a satisfactory reason 
or not? A.—Well, it is satisfactory 
in a way that it explains the trans- 
action. 

Q.—It explains how the item was 
paid? A.—Yes. 
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Q.—How the item came to be paid ? 
A.—Yes. 
Q.—What do you mean by saying that 


‘it is still not quite satisfactory, that 


you think it was not a prudent- or 
proper or legitimate expense or what ? 
A.—Oh, not at all. The object was to 
find whether it was a legitimate ex- 
pense, but I had. no authority to cri- 
ticize the company for the payment of 
that. 

Q.—If you had authority, would you 
have criticized it? A.—I can tell that 
best when I see the authority. 

Q.—You saw it? A.—yYes. 

Q.—Now, if you had authority, would 
there have been occasions when you 
would have criticized ? A .—Pos- 
sibly. I have not any case in mind at 
the present time. 

Q.—Can you not get some case 
in) Mind 2 Th) the Department 
had any authority to enquire into the 
propriety of payments made ‘by way 
of expenses, have you run across items 
that you would criticize on your  in- 
spection ? A.—The case that I have in 
mind is where several companies hav- 
ing paid out sums to a certain sani- 
tarium, that has been brought to the 
attention of the superintendent, and I 
believe he has had some correspondence 
with some of the companies in that re- 
spect. 

Q.—That is subscriptions ? A.—Yes, 

Q.—Subscriptions to hospitals or 
something else ? A.—Yes. 

Q.—Charitable gifts, so to speak ? A— 
Yes. 

Q.—Then you say there is correspond- 
ence about that ? A.—Yes. 

Q.—Is that something received ? A.— 
Well, that is something received; that 
is within the last year or two. 

Mr. McCarthy: Was that regarded 
as within the prerogative of the De- 
partment ? 

Mr. Tilley: Q—Did Mr. Fitzgerald 
take it for granted it was within his 
prerogative to discuss that ? A.—I think 
he obtained a ruling from the Depart- 
ment of Justice, 


Mr. Hellmuth : I would suggest again 


‘that Mr. Fitzgerald give evidence on 


this. He had the correspondence. 

The Chairman: That is going to be 
produced by Mr. Fitzgerald. 

Mr. Hellmuth: Why should this wit- 
ness speak of it ? 


Mr. Tilley : It was just developing by 
the way. I did not think we would 
have to absolutely steer clear of it. 
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The Chairman: The evidence as to 
that will be what Mr. Fitzgerald pro- 
duces. 


Mr. Tilley: Q.—Was that something 
that you took part in ? AA—Not wholly— 


Q.—Did you bring it to the attention 
of the Department? A.—I did in one 
case. 


Q.—And that is how you came to be 
somewhat conversant with it? A.—yYes. 


Q.—Leaving that out, is there any 
other line of expenses you have met in 
your inspection that, if you had the 
right or power or duty to criticize, you 
would criticize? A.—I have often gone 
over, with certain officers of the com- 
pany, expenses as a whole in comparison 
with the premiums received. 


Q.—That is to say, you have taken 
up with some companies the question 
of the amount of their total expenses 
as compared with their total income 
from premiums? A.—Yes, taking into 
consideration first year premiums and 
premiums of subsequent years. 


Q.—That is to say, you make a dis- 
tinction, do you, as to the expense on 
first premiums and _ subsequent pre- 
miums? A.—Yes. 


Q.—Which class of premiums is it 
that you have been criticizing? A.—It 
is the whole expenditure. 


Q.—You say you were rather dis- 
tinguishing between first premium and 
subsequent premiums? A.—I mentioned 
first premiums and subsequent premiums 
merely as bases of getting at the ex- 
penditure of the companies as compared 
with the expenditure of other companies, 
and also as compared with their own 
expenditures for previous years, point- 
ing out to them that their expense 
ratio was too high, that their expense 
ratio was increasing, and leaving it with 
them to deal with. 


Q.—Why do you have to speak that 
way, and then leave it to them to deal 
with? A.—From the fact that as far as 
I can ascertain the Department has no 
authority as yet to deal with the ex- 
penses of companies; that is a matter 
within their own management. 


Q.—So that in that way there has 
been, do you say, discussion verbally, or 
is that reduced to correspondence? A.— 
Not in every case to correspondence. I 
think in the case of one or two com- 
panies it has developed into correspond- 
ence. 
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Q.—And in the other cases by verbal 
discussion with the company you have 
rather drawn attention, at any rate, to 
what you think is something objection- 
able, or subject to criticism, to put it 
that way ? A.—Something that the com- 
pany should be on the alert to see if 
they could not make a better showing. 

Q.—You would receive, would you, re- 
plies from the companies with respect 
to that—where: you wrote, I mean to 
say? A.—Well, I canot say as the com- 
panies were written to in respect to that 
one item only, but I think that in two 
cases companies have been furnished 
with the figures, the report that I have 
made to Mr. Fitzgerald, in which that 
among other points was treated. 

Q.—I gather from you that there is 
a report from you to Mr. Fitzgerald on 
that subject? A.—In which that sub- 
ject is— 

Q.—Discussed? A.—Yes, 

Q.—And then, having set it out in a 
report to Mr. Fitzgerald, you have sent 
copies of the report to some compan- 
ies, have you? A.—To two of the com- 
panies that I have in mind. 


Q.—We would like to get that report 
and any correspondence that followed 
with any companies on that subject. Did 
you say that having gone that far you 
thought that you could go no further? 
A.—No further. 


Q.—That you could not follow it un 
in any way by action that would result 
in bringing about the condition of affairs 
you thought should exist? A.—Yes. 

Q.—Did you in any way point out 
how the expenses could be reduced or in 
what respect they were becoming im- 
proper? A.—TI pointed out in what re- 
spects they were becoming improper, but 
I was not able to suggest in any way 
that they could be reduced. 


Q.—Did you mean to say that there 
was neo way of solving the difficulty 
that presented itself to your mind, or 
that you did not feel that you should 
take any step in that direction, which? 
A.—I was unable to take any step in 
that direction, 

Mr. Hellmuth: Is this in the report? 

Mr. Tilley : Q.—Is this in the report ? 
A.—I think it would be shown in one 
report, perhaps a suggestion as to— 

Q.—How to overcome it ? A—Not as 
to how to overcome it, 

The Chairman : I think we had better 


wait on that particular branch till the 
report is produced. 
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Mr. Tilley : I just gathered there was 
more than one report. 

Witness: I have just made mention 
of two. 

The Chairman : Two companies ? A.— 
Yes. 

Q.—Are they mentioned in one report 
or two? A.—No. 

Q.—Two reports ? A.—Yes. 

Mr. Tilley: Shall we adjourn now ? 

The Chairman: I was going to make 
a suggestion to sit an hour or two 
longer, and adjourn for the afternoon, 

Mr, Tilley: That would suit me. 

Mr. Lebeuf: It would suit me as 
well, : 

Mr. Hellmuth: No objection. 

Mr. Geary:: No objection, 

The Chairman: There is no objection. 
I make it on the assumption that Mr, 
Fitzgerald will not be here to-day. 

Mr, Tilley: No. 

The Chairman: So there would be no 
objection to adjourning, 

Mr. Hellmuth: Will Mr. Blackadar be 
open for examination before Mr. Fitz- 
gerald is recalled? 


The Chairman: What do you say as 
to that? 


Mr, Hellmuth: I should like to ex- 
amine him before Mr. Fitzgerald is 
called. 

The Chairman: I though perhaps you 
would prefer it the other way. 

Mr, Hellmuth: No, I can remember 
the evidence of one witness. 

Mr, Tilley: It is all being reported, 

Mr, Hellmuth: The burden should not 
be cast upon me of reading through all 
that evidence. 

The Chairman: I do not think there 
will be any prejudice to anybody as far 
as the investigation is concerned. 

Mr. Tilley: Q.—Dealing with this ques- 
tion of securities, do you in any way 
check to see whether the security is 
- one that comes within the Act or not? 
A.—yYes. That is a matter that comes 
within Mr, Fitzgerald’s particular do- 
domain, 

Q.—But I was asking as to companies 
that you inspect? A,—I call the atten- 
tion of Mr. Fitzgerald—of course the 
statements come to Mr. Fitzgerald; it is 
setting out in black and white the na- 
ture of all the securities, and when [ 
come across matters, looking over the 
statement, anything that I think to be a 
security not within the power of the 
company to invest in, I call his atten- 
tion to it; further he may also become 


, Blackadar Ex’d. 


acquainted with it himself by his own 
inspection of the company, 

Q.—Do you in any way bring it to 
the attention of the company? A.—Yes. 

Q.—What do you do in that regard? 
A.—Let it go at that, 

Q.—You just bring it to the atten- 
tion of the company and of Mr. Fitz- 
gerald? A.—Yes, 

Q.—What I understand from you then 
is that as soon as you have brought it 
to the attention of the company and 
also brought it to the attention of Mr. 
Fitzgerald, that you feel that it passes 
cut of your jurisdiction? A.—Yes. 

Q.—Do you bring it to the attention 
of Mr. Fitzgerald in a written report? 
A.—Not always, sometimes written and 
sometimes verbal. 

Q.—Have you found on occasions items 
in the securities held by the companies 
that you think are not authorized? You 
have found that? A.—Yes. 

Q.—And there are reports which you 
can produce on that to Mr, Fitzgerald? 
A,—I think so. 

Mr. McCarthy: If you have those, 
will you produce them? 

Mr. Tilley: Q.—Before going on with 
that, you had better produce those and 
be prepared as to any verbal communi- 
cations as well on the others, because 
we want to clear that up. What does 
come within your special jurisdiction, as 
distinguished from Mr. Fitzgerald’s juris- 
diction, is the work under. section 15, 
subsection 10a; is that right? A.—Yes. 

Q.—Valuation of policies, Now, that 
is something that you know more about 
than Mr, Fitzgerald even, I understand. 
He does not claim to be an actuary, 
and I think he referred us to you for 
the definition of what a _ reserve is? 
A.—The definition of a reserve? 

Q.—Can you give us a polished one, 
the one he promised from you? A,— 
Do you want the exact formula? 


Q.—No, I want something we will 
understand? A.—The policy at its in- 
ception promises to pay an amount, 
either at. death, or at some _ future 
period; that benefit promised has a pres- 
ent value, which is called single pre- 
mium or present value of the sum as- 
sured. Instead of the assured putting 
down a single premium, or a lump sum 
for that benefit, he usually pays in an- 
nual instalments the premium. At the 
beginning of the policy this lump sum, 
or single premium, is exactly equal to 
the present value of the net premiums 
to be paid by the policyholder, As the 
policy grows older, and nearing matur- 
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ity, or getting nearer maturity, this 
present value increases, On _ the 
other hand, the number of premiums 
to be paid decreases, and so the present 
value of those future premiums decrease. 
‘The difference between this present value 
of the benefits to be paid, and_ the pres- 
ent value of the net premiums to be re- 
veived, constitutes what is called the 
reserve, which the company should hold 
in respect of that policy. 

Q.—It it the difference between the 
liability on the policy computed as of 
the present time, and the worth of the 
policy to the company by future prerni- 
ums computed at the present time? 
Would that be the reserve, A.—Yes, 
the future net premiums. 

Q.—So that that difference between 
the present worth of the moneys the 
company may expect to receive and the 
liability the company is under at a 
future date, computed as at the present 
time—that difference is the reserve on 
the policy? A,—Yes, 

Q.—That is something that the level 
premium companies should require under 
the Act to have as an asset always for 
the policyholders; is that right? A. 
ca 85. 

Q.—Their assets, which must always 
equal their liabilities, must include that 
item of reserve, and that is the reason 
that the reserve is required to be com- 
puted by your department? A.—yYes. 

Q.—To see that the companies are 
keeping that amount to answer that 
reserve? A,—Yes, 

Q.—What is meant by the net pre- 
mium? A.—The net premium is the 
premium computed according to a cer- 
tain table of mortality, and at a cer- 
tain rate of interest, 


Q.—It is the amount that must be 
paid taking the mortality table and a 
certain rate of interest to produce a 
cerain amount at the time by the mor- 
tality table death will occur? A.—Yes. 
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or, more exactly. it is the amount that 
must be collected in the future, the 
present value of the benefit to be paid 
by the company. 


Q.—Then in the net premium is there 
anything included by way of expense? A. 
—Nothing in the net premium. 

Q.—Or cost of carrying on the busi- 
ness? A.—No. 

Q.—It is the premium that is neces- 
sary without any such matters as that 
coming into play at all? A.—Yes. 


Q.—The net premium is something that 
can be computed by a mathematical cal- 
culation, taking the policy and the mor- 
tality table? A.—yYes. 

Q.—Just in the same way as you com- 
pute the reserve. A.—Yes. 

Q.—And the net premium would be the 
same if you were using the same mortal- 
ity. table? A.—Yes. 


Q.—And any differenee would be ac- 
counted for by the amount added to the 
premium for expenses? A.—Yes. 

Q.—The amount added for expenses is 
the loading? A.—Yes, 

Q.—And it is the real load, is it not, 
sometimes? The amount of the expenses 
seems to be a load very often. What 
percentage of the gross premium income 
would be the net premium? Have you 
ever figured that out? A.—I have in a 
few instances. Of course, that depends 
upon the nature of the policy, upon the 
age, and upon whether the premium is 
a participating or a non-participating. 

Q.—That would depend upon many cir- 
cumstances such as these? A.—Yes. 

Q.—Figuring it out what result do you 
get? A—I have an instance of it here 
in the case of the Home Life policy, tak- 
ing the net premium computed H. M. 
3 1-2 per cent. and comparing it with 
the non-participating premium and with 
the participating premium—that is the 
gross premium—brings the following re- 
sult:— 
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Q.—Can you give any general percent- 


age for Canadian business? 

Mr. Langmuir: Average? 

Mr. Tilley: Q.—Yes, have you ever es- 
timated that? A.—I have never made 
any estimate more than what I have 
gathered by the compilation of it. 

Q.—What would that lead you to say? 
A.—Taking the non-participating and the 
participating as a whole, it would indi- 
cate about 80 per cent.; that is just a 
rough approximation. 

Q.—So that 80 per cent. of the pre- 
miums, you would think, on the aver- 
age would be net premiums? A.—Yes. 

Q.—And that would leave 20 per cent. 
for the loading or for expenses, and pro- 
fits to shareholders and so on? A.—Yes. 

Q.—What percentage can you say of 
the gross premiums received is the item 
of expense? Is it more than that 20 per 
cent. or less? A.—It is more than the 
20 per cent. 

Q.—So that while according to the pre- 
miums charged, there appears to be 20 
per cent. only for expenses, as a matter 
of fact the expenses exceed 20 per cent.? 
A.—Yes. 

Q.—Exceed 20 per cent. by how much, 
ean you say? A.—TI cannot say off hand. 

Q.—About? A.—From 25 to 30, I 
should say. It depends altogether 
whether the company is a young or old 
company. and the nature of business it 
does and other circumstances, 

Q.—But what would be the ex- 
tent of the difference between the 
different companies then? Would any of 
them be less than this 20 per cent. that 
you have spoken of? A.—I do not nec- 
ollect any case where it would likely 
be less than the 20 per cent. 

Q.—You do not recollect any case 
where the expenses would be within that 
20 per cent.? A.—No. 

Q.—They would run then, how much 
over the 20 per cent? Five per cent. 
A.—It would run 20 and 30, and in the 
case of a young company, or a company 
doing an industrial] business, it would 
run up very high. 

Q.—How high? A.—I may say these 
ratios here refer to level premium. and 
not in any way to industrial insurance, 
to what we call ordinary insurance. 

Q.—It would run then from 20; I sup- 
pose, as a fact, none of them are doing 
it less than 20 per cent. basis? A.—TI 
do not think any company can possibly 
do it under 20. 

Q.—Do you think any company is do- 
ing it under 25? A.—TI could not say. 
I think that exhibit that has been put 
in—I have not examined the figures— 
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Q.—That is a general statement that 
has been put in? A.—yYes. 


Q.—I would ask that you examine that 
letter and go over that, but can you say 
now, from your knowledge and the in- 
vestigation that you have made of the 
subject with which you are so familiar— 
what would you say about that? A.— 
About what? 


Q.—About the minimum percentage for 
expenses of any company here? A.— 
Well, that is a question I cannot an- 
swer. If the company is doing no new 
business, the minimum expense might be 
as low as five or ten per cent. 

Q.—If it is not taking on new busi- 
ness—A.—If it is doing a large amount 
of new business or a large amount in 
comparison with its old business, then 
the percentage must necessarily be high. 


Q.—But you think that the cost would 
run over the 20 per cent.? A.—Of com- 
panies actively engaged in business. 


Q.—And would 30 per cent. be too high 
for it? A—I would not like to state 
just what the average was. 


Q.—Where, then, do the companies get 


‘the money to pay these expenses, if the 


premium charged only allows 20 per cent. 
for expenses, and their expenses are 
more than that amount? A.—These net 
premiums that we are dealing with are 
based upon a mortality table, the H. 
M., which gives a highers rate of mortal- 
ity than has been actually experienced 
in Canada. They are also based upon 
the rate of interest which is lower than 
the interest which has been earned by 
most of the companies doing business in 
Canada. So in that way there has been 
at least two sources from which the 
companies have derived large profits 
from excess interest and from saving in 
mortality. 


Q.—Just how would the saving in mor- 
tality brine returns to the company? 
What benefit would accrue there? How 
would you base the calculation? What 
difference i there—probably we 
will put it that way first—what differ- 
ence is there between the actual expe- 
rience here in Canada and the H. M. 
table? A.—That again varies in the 
various companies, according to the na 
ture of the business they do. and accord- 
ing to the leneth of time the company 
has been in business, and other consider- 
ations. Taking on a whole 75 per cent. 
might perhaps be used as an average. 
Some companies will have a percentage 
much lower than that. others in special 
classes of policies perhaps, will show a 
percentage of the actual to the expected 
mortality greater. 
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Q—So that you think it would be 
fair to say that the actual experience is 
about 75 per cent. of the mortality that 
happened to be the result based on the 
H.M. table? A.—I think that may be 
taken as an illustration. 


Q.—tThe benefit to the company of 
that is, I suppose, the deferring. of the 
payment of the 25 per cent.? A.—Yes. 

Q.—Of that death rate? A—Yes. 

Q.—Or policy claims? A.—Yes. 

Q.—The deferring of the 25 per cent.? 
A.—Yes. 

Q.—And, I suppose the benefit of in- 
terest on the 25 per cent., there would 
be extra premiums received by the com- 
pany during the longer life of the in- 
sured? A.—That is it. 

Q.—So that in that way the company 
gets a profit that the figures based on 
the calculation provided in this Act 
would not lead one to expect probably? 
A.—Yes. 

Q.—So, that the basis on which the 
reserve fund is computed under this sec- 
tion of the Act—that is the table—is 
higher than the result here warrants. 
and the rate of interest is lowered you 
say? A.—The rate of interest is lower. 

Q:—That is to say, assuming it is put 
on the 3 1-2 basis, which is the rate spec- 
ified in the Act upon which it is to be 
computed after 19157 A.—Yes. 

Q.—Could you tell me approximately 
what the difference is between the rate 
specified in the section, 3 1-2 per cent., 
and the actual rate received? A.—That 
rate varies in the various companies. 
Among the Canadian companies as a 
whole during 1904 the rate was approxi- 
mately 5 4-5—the rate received upon the 
main assets of the company. 

Q.—So that you think the rate re- 
ceived by companies was about 4 4-5 per 
cent. on their investments? A.—Yes. 

Q.—Instead of 3 1-2 per cent. which 
one might assume the companies were 
expected to receive on a reading of this 
section of the statute? A.—Yes. 


Q.—Can you say whether that rate 
4 4-5 is any different from the rate that 
was obtained by the companies prior to 
this Act of 1899. Were they then en- 
joying about the same rate, do you 
know? A.—The rate in the early years, 
that is 15 or 20 years ago, was very 
much higher than it is to-day; that rate 
went down gradually, I think, until 
about the end, or during the year 
1899, when it reached the minimum. 
Since then it has been slightly in- 
creasing. 

Q.—So that at the time this Act was 
passed the interest rate was probably 
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lower than at any time during the last 
fifteen years? A.—Yes. 

Q.—Could you in any way attribute 
the larger rate that insurance compa- 
nies received to the broader powers of 
investment given in 1899? A.—I think 
it can be attributed purely to the 
broader powers given, also to the large 
amount that is being loaned by the va- 
rious life companies in Manitoba and 
the Northwest, upon which a large re- 
turn of interest is being received. 

Q.—So that you think possibly while 
the change in security, in the very na- 
ture of things, could not give the whole 
result, still that that has been a factor 
in enabling the companies to obtain a 
higher rate of interest than they other- 
wise would? A.—Yes. 


Q.—Could you in any way approximate 
what benefit that would be to the com- 
panies having the larger field of invest- 
ment ? A.—No, I cannot say. 


Q.—I suppose that. would be too fine 
a calculation ? A.—Yes. 


Q.—Did you notice, or was there as 
a fact any change in the securities that 
were taken by companies after the pass- 
ing of this Act ? Did companies change 
their investments after the passing of 
the Act materially ? A—That can be 
better ascertained from examining the 
blue books for the last five years, the 
nature of the securities. Most compan- 
ies, I think, have taken the enlarged 
field of investments, the companies that 
have been making investments to any 
extent. 


Q.—They have in the last four or five 
years widened the range of investments ? 
A.->Y es: 


Q.—All that, as you say, would be set 
out in the annual blue books? A.— 
Yes, 


Q.—As to some companies, I suppose 
the change in the Act of 1899 was no 
benefit to any great extent. They had 
as broad powers or broader powers ? A. 
—Yes. 


Q.—And of course the powers that 
they had have not been in any way lim- 
ited by the Act; their powers under 
their Act of incorporation remain just 
the same ? A.—Yes. 


Q.—Then what do you say is the result 
of including in the Act this section 35, 
regarding the valuation of policies; is 
that a section that is used by compan- 
ies ? A.—It is used by nearly all the 
companies. 
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Q.—What benefit is it to have that 
provision ? This is for the purpose of 
enabling them to figure it out in their 
own way ? A.—We, I think—. 

Q.—It does not authorize them to 
have any less Reserve Fund, does it ? 
A.—Not at all. A number of the com- 
panies were computing their premiums 
upon other tables of mortality than 
that set out in the Act, and I think the 
section was for the purpose of permit- 
ting those companies to continue valua- 
tion according to the methods that they 
had been accustomed to. 


Q.—So as not to disturb their methods 
of calculation? A.—Their method of 
calculation, and possibly the methods of 
dividing their profits. 

Q.—When you compute the _ reserve 
under section 25, subsection 10, do you 
compute strictly in accord with this 
section ? A.—Yes. 

Q.—Have you yet made any change in 
the rate on which you computed for 
policies that were in existence prior to 
the Act ? A.—No. 

Q.—You still compute these on the 
basis of 4 1-2 per cent. ? A.—yYes. 

@.—And your idea is not to compute 
them on any different basis until by 
the Act the company is obliged to com- 
pute them on a different basis of re- 
serve ? A.—Yes, 

Q.—That means you would make one 
change after 1901, and the other in 1915 ? 
A.—Yes, 


Q.—When all will be brought to the 
same level ? A.—Yes, 


Q.—Have any of the companies chang- 
ed their method of computing the re- 
serve as to the rate of interest since 
the Act went into force with regard 
to old business ? A.—Several of them 
have. 


Q.—What ones have ? A.—I can give 
you a few from memory. The Canada 
Life have brought all their old business 
down to H.M. 3 1-2, and have adopted 
the H.M. 3 for policies issued since Jan. 
Ist, 1900. The Confederation continues 
the old rate for policies issued prior 
to Decmeber 31st, 1805, and 3 1-2 per 
cent. for policies issued for the year 1896 
inclusive, and a 3 per cent. basis for 
policies issued since January Ist, 1900. 

Q.—The Confederation Life seems to 
be making a gradual change ? A.—Yes; 
that is the practice adopted by a num- 
ber of the companies. 

Q.—To make it a little less rating 
each year ? A.—Yes. 
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Mr. Geary : Q.—What page is that ? 
A.—105 of the blue book. The Dominion 
Life has all its old business down to 
the H.M. 4 per cent. basis. The Ex- 
celsior has also started to increase its 
reserve by bringing its 1889 to 1890 
business down to the H.M. 3 1-2 basis. 
The Federal has the H.M. 4 1-2 previous 
to December 3lst, 1898, and the H.M, 
3 1-2 and 3 per cent. since that date. 
The Great West, I believe, has made no 
change, except that all the new busi- 
ness since January Ist, 1890, is computed 
on the H.M. 3 1-2; previous to that 
they had the Actuaries 4 per cent. 

Q.—1900 you mean? A.—Yes, 1900. 
The London Life has increased its re- 
serve upon its industrial policies by 
adopting 3 per cent. for business done 
since January Ist, 1900. The Mutual Lite 
of Canada had previous to January lst, 
1900, computed its resreve on the Ac- 
tuaries 4 per cent. It continues on 
that basis, but has adopted the 3 1-2 
for 1900, 1901 and 1902, and has made 
a further reduction to 3 per cent. for 
the years 1903 and 1904. ; 

Mr. Hellmuth : Q.—This is all at page 
105 ? A.—Yes. 

Mr. Tilley Q.—You are near the end, 
are you ? A.—Yes. 

Q.—Better put it on the record ? A— 
Thé North American Life is gradually 
increasing its reserve by adopting the 
H.M. 4 for policies between the years 
1897 and 1900. The Sun Life has been 
gradually increasing its reserve, but I 
understand the last statement sent in it 
has brought all its business down to H. 
M. 3 1-2 per cent. basis. 

Q.—That is the statement for the 
year 1905 which as just been sent in? 
A.—Yes. 

Q.—Up to the reduction of the rate 
in 1905, had the Sun Life made any re- 
duction ? A.—It had made a reduction 
in the rate in the statement for 1904; 
it is shown here. 

Q.—So that it made its reduction in 
the two years? A.—Not in the two 
years. The great reduction has been 
made in the last year, bringing all its 
business down to 3 1-2 basis. Previous 
to that it had brought it down to 3 1-2 
on all business since Ist Decmber, 1896. 

Q.—Did I understand you to say that 
some of the companies are computing 
their reserve as to certain policies at a 
rate of 8 per cent. ? A.—Some of them 
at a rate of 3 per cent. 

Q.—That is not required by the Act 
at any time. So that some of the com- 
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panies since this Act was passed have got 
a portion of their business, at any 
rate, as you have _ stated, now 
down to a_. basis of  interset 
come at three per cent? <A.— 
"es. 

Q.—Do you know why that is? A.— 
[T cannot say as I can give the reason; 
that I have no doubt would be better 
and more accurately given by the actu- 
aries of the various companies. 


Q.—What reasons would prompt them 
to do that? A.—I could hardly state 
what their own reasons are, 


Q.—It increases, at any rate, the 
amount of the reserve the companies 
hold. and by lowering the rate to three 
per cent. lower than the Act requires 
the rate to be at any time, they are 
holding a larger amount of their earn- 
ings or their income in their own hands 
under the heading of reserve fund? A. 
—That is the result. 

Q.—And as to the companies that 
are doing that and the dates when they 
commenced to do that. you have given 
that to us from the blue book? A.— 
Yes. 

Q.—Then you make the five-year 
valuation of the policies in your De- 
partment as a branch of your special 
work, do you?) A.—Yes, 

Q.—How do you proceed with that 
work? A.—Before the close of the 
year schedules are sent to say the 
policies are to be valued. Those are 
filled in in the head offices of the com- 
pany and are returned to the Depart- 
ment. 

Q.—And then that is returned to you? 
Pima. OF. 

Q.—What do you do when you receive 
them? Is each policy valued separately? 
A.—When the policies are returned 
separately they are so valued. When 
they are returned in groups they are 
valued in that way. 

Q.—How can they be returned in 
groups?) A.—By grouping together 
policies of the same kind issued in the 
same year, to persons of the same age. 

Q.—They are never attempted to bé 
grouped except under those conditions? 
Then the calculation of reserve would 
be perfectly accurate, would it, as to 
those that are grouped? A.-—It would 
be perfectly accurate, adopting the mid- 
year system of valuation. 

Q.—I mean to say, is the result you 
get just the same as though you valued 
every policy separately? A.—If the 
policy when valued separately was 
valued by the mid-year plan, the re- 
sult would be exactly the same. 
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Q.—Will you explain what you mean 
by the mid-year plan? A.—The mid- 
year valuation is assuming that every 
policy has been issued on the Ist of 
July in each year, and the reserve is 
based upon that assumption. 

Q.—That all the policies for the year 
are issued on the Ist of July? A.—: 
Yes. 

Q.—Is that the method you adopt ? 
A.—That is the method we adopt in 
most cases. 

Q.—What decides you as_ to the 
method you adopt? The method 
adopted by the company? A.—Notat 
all. 

Q.—What decides you? Do you de- 
cide that upon whether the company 
have returned the policies grouped or 
otherwise? A.—Grouped or otherwise? 

Q.—If the policies are returned 
grouped, your calculation is based on 
that assumption? A.—Yes. 

().—That they are all lst July poli- 
cies? A.—Yes. If they are not re- 
turned grouped, then we usually follow 
them; that is, if the exact date of 
entry has been returned, we follow them 
according to the exact date at which 
they have been, or the nearest first of 
every month 

Q.—You say you sometimes do it that 
way, if the information is given? A— 
Yes. 

Q.—You do not always observe that? 
A.—No ; the difference in the valuation 
is so small it would not make any dif- 
ference. 

Q.—Are you informed as to the re- 
serve that is computed when the poli- 
cies are sent in? A.—Not at all. 


Q.—You start out without any 
knowledge of the result the company 
has got from the computation it made 
of the reserve itself? A.—Yes. 

Q.—Mr. Lebeuf has asked me to ask 
you whether there is in this extra pro- 
fit a profit on lapsed policies—whether 
that creates a profit to the company ? 
Sometimes it does not ? A.—Sometimes 
it does not. 

Q.—In the earlier stage of a policy 
there is sometimes no profit? A.— 
There is very little profit. There is a 
certain profit derived from the policy, 
but not to a very great extent. Com- 
panies usually guarantee surrender 
values almost equal to the reserve upon 
the policy. 

Q.—So that any source of revenue 
from that branch would be very small ? 
A.—There is an appreciable revenue 
from that branch. but it is small com 
pared to the other sources. 
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Mr. Hellmuth: I understand, Mr. 
Chairman, we adjourn till Tuesday? 

The Chairman: Yes. 

(The Commission then adjourned till 
Tuesday, 20th inst., at 10 a.m.) 


SIXTH DAY. 
Ottawa, Tuesday, March 20th, 1906 


The Commission resumed at 10 a.m. 
to-day. 

Mr. Shepley: We have thought it 
proper, Mr. Chairman, to prepare and 
have the Secretary send to the various 
insurance companies which are the sub- 
ject of this investigation a series of 
questions, the object of which is, as far 
as possible, to elicit from the com- 
panies accurate and detailed informa- 
tion upon subjects which will require in- 
vestigation, and their answers will be 
followed, I need hardly say, by a very 
scrupulous and independent examination 
and verification. In the meantime, 
however, the document which I ask the 
board to make part of its record is 
ready, in printed form, and if my learned 
friends who are concerned in the inquiry 
will permit me to let them all have 
copies also, perhaps they may be of ser- 
vice to them. In this connection, I 
want to say that I am indebted to my 
learned friend. Mr. Hellmuth, who was 
good enough to make some suggestions 
which I find are exceedingly valuable, 
and which, in all cases, I have adopted, 
the result being that the questions are, 
I think, as complete as, at all events, T 
have been able to make them. J think 
there will be sufficient copies for all 
counsel present. 

Mr. Hellmuth: I desire to say that 
yesterday I saw Mr. Shepley, who was 
good enough to call with these ques- 
tions. I am afraid I cannot say that 
my suggestions were of a very 
valuable character, but I was 
clad to give all the suggestions 
I could in these matters, In my judg- 
ment those questions are very full and 
complete, and so far as it is possible at 
present to go into the matter. will so- 
licit information from which. as my 


learned friend points out. it will be easy © 


to follow un the examination of the 
affairs of the different companies, I 
understand from my learned friend that 
this is in a sense a starter to get infor- 
mation which can afterwards be fol- 
lowed up, and certainly I think a. per- 
usal of those questions will show how 
far. reaching they are. (Exhibit 12). 
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Mr. Shepley: Mr. Blackadar is here, 
and, with the permission of the Board, 
{ desire to ask him a few further ques- 
tions. 


Mr. A. K, Blackadar, recalled. IEx- 
amined by Mr, Shepley: 

Q.—Have you brought us this morn- 
ing any papers or documents in pursu- 
ance of the suggestions that have been 
made already during your examination? 
A.—I brought a memorandum of docu- 
ments, which I produce. 

Q.—Take each paper that you have 
and tell me what it is? A.—I pro- 
duce the notebooks showing date of 
inspection. These are the notebooks, so 
far as they have been collected in the 
office. 


(.—This basket contains the  note- 
books in which you made the notes while 
in course of inspection? A.—Yes. 


Q.—Those are the notebooks in which, 
as you say, you made notes during the 
course of inspection, What years do 
they cover? A.—From 1890, I think, 
to 1905. 

Q.—Will you open a notebook, say 
for 1905; take any one; I just want to 
get an idea of the method, and I am not 
So much concerned with the detail? A.— 
I might say in explanation that these 
were merely scratch books, used by me, 
and I made no effort to retain them. 
These are what were gathered up in 
the Department, and in a number of 
companies I did not use a note book at 
all, having left it behind, perhaps, and . 
used more or less loose slips on which 
I put my caluculations, 

Q.—I understand from that that what 
you do produce is not exhaustive? A.— 
No, 


().—That in some cases you made notes 
otherwise which ‘have not been preserved, 
and in some cases you did not bring 
notes back with you at all; is that 
right? A.—That is right. 


Q.—And in some cases your note- 
books when you brought them back 
were not preserved, because they were 
not considered to be of ultimate value? 
A:—Yes. I do not know of any that 
have been lost, 


Q.—Take one out at random,gthe first 
one you come to? A.—Here is one, 


Q.—This is inspection of 1905, book 
1, and you have here apparently upon 
the outside of the book indexed the va- 
rious companies. ‘ake the first one, be- 
cause I want to see what it is. You 
have already told us, I think, that when 
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you went into the office of the com- 
pany the examination you made was in- 
dependent, you laid aside the return 
of the company, and did not make use 
of that, while you were making an in- 
dependent examination of the company’s 
books; is that right? A.—Well, the in- 
formation that I got was independent 
of the return, I may have used the 
return in checking off the item. 


Q.—I want to ffind out whether or not 
your work was independent; I think you 
have said already that it was? A,— 
Yes. 


Q.—Then take the first company of all, - 


the Dominion of Canada Guarantee and 
Accident Company, February 2nd, 1905. 
Lhat would be the date of your com- 
mencement of the examination? A,— 
Yes. 


()— You commence with cash in banks, 
eash ditto, special trust, cash Union 
Bank, Then those items are totalled; 
that would be, of course, in the nature 
of assets? A.—I could not tell with- 
out— 


Q.—I take it for granted that those 
would be assets? A.—Ihose would prob- 
ably be the ledger balances of the cash 
in those particular books, 


Q.—Well, they would be in the nature 
of assets? A.—In the nature of as- 
sets. 


Q.—The next entry I see is amounts 
written off the books, value of bonds 
$587.98, to loss and gain account, $86.16, 
the difference being $501.80. Why, or 
for what reason, would they come to be 
the next item to the cash in the banks? 
Because of its position in the ledger? 
A.—Because of its position in the ledger. 


Q.—What would the ledger account be 
out of which those items would be 
taken? What would be the total of that 
ledger. account? A.—I could not state 
without having the books before me. It 
very probably would be of the nature 
of a profit and loss account. 


Q.—Then the next I see is “Accident 
claims, industrial,” carried out; then an- 
other heading, reinsurance, with some 
small items, making $300 altogether, and 
the next item is accident premiums, sick- 
ness premiums, industrial ditto, making 
a total of $185,000 off, to which you 
add industrial policy fees. Those are all 
in the nature of income; is that right? 
A.—TI believe that is where I was check- 
ing the nature of incomes, 


Q.—Then rebates; that would be in the 
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would be a reduction from the premium 
income, 

Q.—Because of some expenses occurred 
in connection with it? A.—Yes, a re- 
turn of a premium, of that nature. 

().—What do you understand a rebate 
to be? I am just interjecting this, but 
I would like to ask you that. What 
do you understand a rebate to be in the 
language of insurance? A.—I think in 
the connection that it is made in that, 
in the case of fire companies and acci- 
dent companies, it would be something 
in the nature of a deduction from the 
regular premiums. | 

Q.—A deduction of which the person 
paying the premium would get the ben- 
efit? A.—A deduction which the person 
paying the premium would get the ben- 
efit, 

Q.—That would be a rebate, strictly 
so called? A.—yYes. The word “re- 
bate” there I think has no connection 
with the ordinary use of rebate with 
life insurance. 

Q.—Because this is not a life insur- 
ance company, but a guarantee and ac- 
cident company? A.—Yes, a guarantee 
and accident company, on account of the 
lowering of a risk, like, in fire or ac- 
cident— 

Q.—If the risk is improved? A.—If 
the risk is improved, 

Q.—Or if a man having an accident 
insurance goes into a less hazardous oc- 
cupation? A,—Yes. 

Q.—Ihat would be a case for a re- 
bate? A.—Yes, 

Q.—I am not so much concerned with 
that, and I have only asked you because 
the word was there, and I have inter- 
jected it into another subject, as I say, 
but in connection with life insurance it 
is a rebate which, in principle at all 
events, the person paying the premium 
gets the benefit? A.—Yes. 

@.—Are you sufficiently familiar with 
the subject practically to know whether 
that is so in practice as well as theory; 
that is, that the person gets the bene- 
fit of rebates in life insurance? A.— 
I am not, 

Q.—Taking this up again, the next 
item is “office furniture,” balance at the 
beginning of the year and balance at the 
end of the year so much, and written 
off so much, Then you arrive at a bal- 
ance which is cash expenses, being the 
difference between that at the beginning 
of the year and that at the end of the 
year; that would be, of course, in the na- 
ture of an asset? A.—It would both be 
in the nature of an asset, and it would 
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also check an item in the expenditure, 
the cash paid for office furniture. 


Q.—Then, mortgagers’ account; what 
would that be? An asset? Very small 
asset in this case, but it would be an 
asset? A.—It would be an _ asset, 
amounts paid out on account of insur- 
ance probably in connection with mort- 
gages, which would have to. be re- 
collected from the— 


Q.—What is that abbreviation there? 
Commission? A,—Commission, yes. 


Q.—That means commission paid in 
respect of getting the business of the 
company together; is that right? A,— 
Commissions paid in various ways to 
agents. 

Q.—I see on the other side some ex- 
penses, rent account, sundry, postage, 
printing; that is the annual expendi- 
ture; that is the heading under which 
they would fall in a statement? A.— 
Yes. 

Q.—Salaries—would that be the same? 
A.—All those are expenses; there is no 
distinction which side of the book it is 
on. 


@.—Stocks and bonds at the begin- 
ning of the year; stocks and bonds writ- 
ten off, and bonds, ete., at the end of 
the year; that is in the nature of as- 
sets again, is it? A—They are prob- 
ably tracing around the stocks and 
bonds—the connection between the value 
of the stocks and bonds at the begin- 
ning of the year and those at the end 
of the year—the book value. 

Q.—That would be arriving at what 
would be in the nature of an asset? A. 
—Yes. 

Q.—Then you have ledger assets at 
the beginning of the year, you have 
there collected the ledger assets, and 
then you have the ledger assets at the 
end of the year, collected at the same 
computation? A.—Yes, 


Q.—Then I think I will not follow 
that any further, We see the end of 
it. As you told me, that is work that 
was independent so far as you are con- 
cerned to this extent, that it was an 
examination of the company’s books 
apart from, but perhaps checked, by their 
returns? A,—Yes. 

Q.—And that would be so with all 
these notebooks which you produce; is 
that right? A.—That is right. 

Q.—What else do you bring with you 
this morning besides the notebooks? 
' A,—List of names of all companies that 
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have been inspected in the last fifteen 
years in time for printing. 

Q.—tLhis is a list of companies not in- 
spected in time for the blue book print- 
ing during the last fifteen years, and 
memoranda of changes made in conse 
quence of inspection; also duties of in- 
spection after. the issue of the blue 
book. You have prepared or supervised 
the preparation of those? A.—I have 
had it prepared for me in the office. 

Q.—Have you verified it? A.—I have 
not had time to verify it or an oppor- 
tunity. 

Q.—Perhaps you will do that for us, 
because I shall want to have it veri- 
fied, I want, if you quite understand, 
whenever you prepare a statement, first 
to verify it, or to be able to give me 
somebody who will. Now, there :re 
two in the year 1890, according to this. 
(Ex. 13). Is that right, Mr, Blackadar? 
There are two instances of that sort 
of thing having happened in the year 
1890, or in respect of the returns of 
1890? A,—Yes, 


Q.—And those instances are the Do- 
minion Safety Fund Life Association and 
the Mutual Relief Society? A.—Yes. 

Q.—The examination in each case was 
made in the month of August, 1891, 
according to this statement? A.—Yes. 

Q.—And in each case a change was 
made in the case of the first named 
association, policies becoming claims by 
death were reduced from eighteen to 
sixteen—and, just follow me, please— 
and in the case of the latter named, the 
Mutual Relief Society, the amount of un- 
settled claims was raised from $3,500 to 
$6,500 as a result of your examination? 
A.—Yes, 

Q.—There seems to have been only one 
instance in— A.—Pardon me; you say 
it is the result of my examination. I 
do not know just which companies in 
that list that I examined personally: 
there would be very few. 

Q.—You are going to be able to say 
when you have verified this that this is 
correct, whether you made the personal 
examination or not? A.—Yes, that list 
was made from the returns of the com- 
pany, and from whatever— 

Q.—We will hurry through this, be- 
cause I do not attach so very much im- 
portance to the details as to the fact. 
Then there seems to have been only one 
instance with respect to the returns of 
1891? A.—yYes, 

Q.—Vhe Dominion Safety Fund Life 
Association, not examined till August, 
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1892, and there seem to have been some 
alterations made, as to the result of the 
sxamination, though the total amount 
is not very considerable. Do you assent 
to that? A.—Yes, the changes were not 
very material, 


Q.—Now, these are not arranged ap- 
parently in order. That was 1891, Here 
is 1896, and between them one of 1903? 
A.—tThat is a typographical error; that 
should be 1893, 

@.—With your permission, I will make 
that change upon the document itself? 
A.—That is right. 

(.—And then in respect of the re- 
turns for 1893 there was just 
one instance, the Great West, which was 
not examined till July and August of 
18942 <A.—That is right. 

Q.—And the result of the examination 
was not to affect at all the return as 
printed in the blue book? A.—As 
printed in the blue book. 


@.—In 1896, or with respect to the 
return of that year, there seem to have 
been four instances, two examined 
October, 1897, two in November, 1897, 
and in none of these cases did the ex- 
ager develop any change? A.— 

O. 

(¥.—Then in respect to the returns for 
1898, one company was late, not ex- 
amined till October, 1899 ; is that right? 
A.—That is right. 

Q.—And some changes made, as ap- 
pears here; that was also the Great 
West? A.—Yes, 


Q.—I think I understood you to say 
in the previous part of your examin- 
ation that the Great West was some- 
times made an exception because of the 
distance? A.—Yes, 

Q.—Then in respect of the returns for 
1899, one instance only, examined in 
November, 1900 ; that is right, is it not? 
A.—Yes. 

Q.—In the returns for 1900 one in- 
stance only, examined in October, 1901? 
A.—Yes. 

Q.—For 1901 one instance; for 1902 
two instances ; 1903 one instance; 1904 
three instances? A.—Yes. 

Q.—What is the next document? A. 
—Correspondence re charitable gifts by 
companies, 


Q.—Let me read it as it is in the 
memorandum, so that we will have it 
exactly : “Correspondence re charitable 
gifts by companies.” Now, let us see 
if this is arranged in the reverse order, 
as they sometimes are. That is cor- 
respondence between Mr. Fitzgerald and 
Mr. Goldman, between Mr. Fitzgerald 
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and Mr. Cox, between Mr. Fitzgerald 
and Mr. Junkins. And who is Mr. 
Spence? He seems to be a _ policy- 
holder of a leading Canadian life insur- 
ance company. (Ex, 14.) Are you 
able to verify this as being all the cor- 
respondence upon the subject in the De- 
partment ? A.—I do not know of any 
more. 


Q.—I must ask you the same question, 
as I did in respect of the other docu- 
ment: Have you yourself verified that? 
A.—I have not. 


Q.—You will do so for us before we 
are through? A.—Yes, 


Q.—Subject to verification, I do not 
know that it may not be useful just to 
read this. Iam sure none of my learn- 
ed friends will misunderstand when I say 
I have not myself read it, but perhaps 
I should have taken pains to read it. 
However I have not had time since J 
have been here to read everything. I 
should think, by looking at, the very 
second letter, that the thing is not com- 
plete. The first letter is dated 11th 
January, to which Mr. Fitzgerald re- 
plies on the 18th January, 1906, and in 
the second clause of his letter he says, 
“In reply to a somewhat similar letter 
received from the chief officer of a life 
insurance company about a month ago, 
I wrote as follows.” So that it can- 
not be all here. I think I will ask 
you to supplement that and verify it 
before I make use of it? A.—This is 
what was furnished me by Mr. Fitz- 
gerald, I understood from him that 
the letter to which reference is made 
here was a private letter he was not at 
liberty to produce. 


Q.—Then we will have to ask him 
about that. That is what you under- 
stand from him, at all events. Ifthat 
is so, perhaps I had better go on. This 
is a letter from Mr. Goldman, Managing 
Director of the North American Life, 
to Mr. Fitzgerald, November, 1896. 
(Letter read.) To which Mr. Fitzger- 
ald replies on the 18th. Then Mr. 
Goldman writes a letter which I need 
not read. Then there is some corre- 
spondence with the Department of 
Justice. Mr. Fitzgerald writes the 
Deputy Minister, putting a case before 
him, stating what his opinion is, and 
asking him whether that opinion fs con- 
curred in, and if not. under what cir- 
cumstances or conditions the payment 
might he justifiahle, ta which there was 
a reply from the .Deputy Minister. 
(Letter read.) Then on the 16th 
February the fact that the law of: 
ficers of the Crown had expressed that 
oninion is indicated by Mr. Fitzgerald in 
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a letter to Mr. H. W. Cox, of the Can- 
ada Life Insurance Company. (Letter 
read.) On the 17th February Mr. E. 
W. Cox answers that letter. (Letter 
read.) Then on the 28th February 
Mr. Fitzgerald writes to Mr. Junkin 
of the Manufacturers’ Life. Then this 
is a precise transcript of the letter to 
Mr. Cox, stating the law officers of the 
Crown had advised this was ultra vires, 
and asking what explanation the com- 
pany had to offer. Then Mr. Junkin 
writes a letter on the 8th March. (Let- 
ter read.) Then he encloses in a sub- 
sequent letter, 9th March, copies of twa 
letters from gentlemen who speak of 
the treatment of the sanitarium from 
the standpoint of policyholders who 
have had experience there. Has any- 
thing been done since in the Depart- 
ment with reference to the Manufac- 
turer’s Life and its subscription ? A.— 
T am not aware that anything has been 
done. 

Q.—The matter rests where Mr. Jun: 
kin’s letter left it? A.—Yes. 

Q.—Then what do you bring next? 
A.—The two reports mentioned in this. 

Q.—In memorandum 5a? <A.—Yes. 

Q.—That reads, “Correspondence re 
expense ratio to income, and any re- 
ports made by Mr. Blackadar to the 
superintendent.” Then you produce in 
respect of that two reports? A.— 
Yes. , 

Q.—Is there any correspondence, or 
are those just copies of your two re- 
ports? A.—Here is a letter. 

Q.—Who is’ John, McKay)?."" 4.— 
Robert McKay ; he is a director of one 
of the companies. 

Q.—What company is it? 
Royal Victoria. 

Q.—I see there is some further cor- 
respondence. First we have a report 
signed A. K. B.; that is yourself ? 
A.—My initials. 

Q.—And it does not appear to be ad- 
dressed to anybody; as a matter of 
fact, it was a report to Mr. Fitzger- 
ala? A.—To Mr. Fitzgerald. 

Q.—Dated 25th March, 1905, a year 
ago? A.—Yes. 

Q.—It is upon the subject of the 
Royal Victoria Life Insurance Com- 
pany? A.—Yes. 

Q.—Had you, when you made this re- 
port, just completed your inspection ot 
the affairs of this company? A.—I had. 

Q.—And was it in consequence of what 
you ascertained upon that inspection 
that this report was made? A.—Yes. 

Q.—When you say in your report, 
“Premiums written,” what did you 
mean by the word “written”? A. 


A.—The 
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—Including outstanding premiums, 
premiums on all risks in force which 
had either been collected or due to be 
collected. 

Q.—That would be premiums availa- 
ble to the extent of the solvency of the 
policyholders? A.—Yes. 

Q.—“‘Cash for annuities $44,077.22”; 
this was a company that dealt in annui- 
ties as a branch of its business? A.— 
Only to a small extent. 

Q.—These cash payments for an- 
nuities—would they be the payment otf 
lump sums for annuities, or would.they 
be in the nature of periodical payments? 
A.—They would be sums received by the 
company for annuities which they had 
granted. 

Q.—In lump sums? A.—In single pay- 
ments. 

Q.—Interest received and accrued”; 
that would be interest available in re- 
spect of investment? A.—Yes. 

Q.—Then increase in market value of 
the securities. I suppose you made 
some investigation which enabled you to 
say there had been that increase in the 
market value of securities, or did you? 
A.—That had come up in previous exam- 
inations, that increase. 

Q.—You say that although you may 
not have made a specific investigation 
upon this particular occasion, you were 
satisfied of the accuracy of that by pre- 
vious investigation? A.—Yes. 

Q.—That gives a total on revenue and 
capital of $966,931.39. Then comes the 
heading disbursements and_ reserves, 
losses paid and incurred $102,419.45, paid 
to annuitants $19,124.98, paid for sur- 
render values—that would be on lapsed 
policies, would it? A.—Policies surren- 
dered. 

Q.—$5, 975. 64, or a total of $127,520.- 
07, general expenses $401,774.56, total 
payments $529,294.63, reserve $368,474.- 
06. What reserve were you assuming 
on those figures; the quinquennial re- 
serve calculated by your department, 
or the reserve calculated by the com- 
pany? A.—The reserve calculated by 
the company at he date at which the 
statement was made up. 

Q.—The date of the return? A.—Yes. 


Q.—Adding to the reserve the total 
payments, you get a total of $897,768,- 
69, or a balance, showing excess of as- 
sets over liabilities to $69,162.70, which 
you deduct from the $200,000 paid-up 
eapital, arriving at the result, impair- 
ment of capital of $130,837.30. I am 
stating that correctly, am 1? A.—Cor- 
rectly, yes. 

Q.—Your second computation is tak- 
ing the figures for the seven years and 
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four months on the usual cash basis; 
what do you mean by that? A.—Accord- 
ing to the actual cash income received 
and the actual cash expenditure. 

Q.—Under the head of income, you get 
“Cash received for premiums $608,072.05. 
Is there anything missing there except 
outstanding premiums from the sums 
stated for premiums written in the ear- 
lier statement. This was $647,000, but 
that included outstanding and deferred? 
A.—It would be the same adding the 
‘outstanding and deferred to that 
amount. 

Q.—“Cash received for annuities” the 
same as in the other? A.—Yes. 

Q.—For interest you only take in 
what has been actually received there, 
whereas you take in interest accrued in 
the earlier statement; is that right? A. 
—Yes. 

Q.—You get then, at a total income 
$921,000 as against $926,000; then the 
eash paid for death losses, you omit 
there losses which have fallen in but not 
been paid; is that the difference between 
the two items? A.—This first item in- 
cludes the outstanding and unpaid. 

Q.—Cash paid to annuitants, the same. 
There is a little differente there, $1,000. 
Is that an annuity which accrued but 
not been paid? That is $18,124 and this 
$19,1242 A—It is very likely an 
amount due; it is an annuity which came 
due and unpaid. 

Q.—With your permission I will add 
in the first statement, paid to annui- 
tants. “Including $1,000 due but un- 
paid?” A.—Yes. 

Q.—Then the cash paid for surrender 
the same? A.—Yes. 


Q.—The general expenses are larger; 
$401,774 and in this $405,974; why is it 
larger? A.—There would be probably 
$1,300—is that the difference? 


Q.—No, it is more than that; | it -is 
$4,200? A—It would be the difference 
between $500 which is in assets and for 
furniture, and $1,300 due as general ex- 
penses. 

Q.—That is the difference between 
$5,500 equipment and office furniture in 
the statement as an asset, and $1,300 
due on account of general expenses in 
the liabilities in the return? A.—Yes. 


Q.—Then you get a balance of that 
nature. Ledger accounts difference be- 
tween the $921,000 and $527,000, total 
expenditure, of $393,000, to which you 
add the other assets, $51,000 odd; what 
is that? A —Those are the market 
values of stocks and bonds over ledger 
assets. 
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Q.—That was in the other statement; 
it is an outstanding and preferred pre- 
mium, the interest accrued and the mar- 
ket value of stocks and bonds over 
ledger value. Then you calculated the 
reserve in the same way. Outstanding 
losses, what are they? A.—$4,500. 


Q.—What is this? A.—There would be 
one or more death claims unadjusted but 
not resisted. 

Q.—Then you arrived at the same im- 
pairment of capital but you have treated 
the matter first upon a cash basis of in- 
come and expenditure, afterwards ad- 
ding ledger items; is that right? A.— 
What is that again. 

Q.—You have arrived at the same im- 
pairment of capital in both statements? 
A.—Yes. 

Q.—Your next statement with regard 
to the Royal Victoria is a division of the 
general expenses and a division of pre- 
miums received, the general expenses be- 
ing commissions, salaries, sundry ex- 
penses, office furniture and taxes. The 
premium receipts are dividerd into first 
year premiums, renewal premiums and 
annuity premiums. Then we come to 
your report proper. The commission 
paid represents perhaps, a fair average 
of the commission disbursements in most 
of the life companies, say, five per cent. 
for renewal premiums and 60 per cent. 
for new premiums. Do you express 
that as your opinion to-day, that that 
is a fair average of commission disburse- 
ments in most of the life companies? A. 
—I have not had any occasion to change 
the opinion, but I did not give it as a— 

Q.—You did not say that is what it 
ought to be, but that is what it is? A. 
—Yes. 

Q.—As a matter of fact? A.—Yes. 

Q.—Having regard to the method in 
which business is done; is that right? 
A.—That was given more as an illustra- 
tion— 

Q.—You have said this represents per- 
haps a fair average of the commission 
disbursements in most life companies; 
five per cent. for rencwal premiums and 
sixty per cent, for new premiums? A, 
—Yes. 

Q.—That you are stating as an aver- 
age resulting from the method of opera- 
tions of the insurance companies to-day ? 
A.—Yes. 

Q.—You are not pretending there to 
express an opinion, or are you, as_ to 
whether those methods are sound meth- 
ods or not? A.—Not at all, 


Q.—Your next observation is “The sal- 
aries are altogether out of proportion 


INSURANCE. 113 


SESSIONAL PAPER No. 66 


6th day, March 20, 1906. 


to the amount of premiums written, 
being about 16 2-3 per cent. of the total] 
premiums collected on the life business” ; 
but what foundation had you for the 
statement that 16 2-3 per cent, was 9ut 
of proportion as representing salaries? 
Had you still in mind the operation »f 
insurance companies, speaking generally? 
If I don’t make the question clear to 
you, say so, because it is a good deal 
better for you to delay than to strug- 
gle with a question that has not been 
made plain to you? A,—Well, I don’t 
know as J can make it plainer than it is 
stated in that. 

Q.—Is 16 2-3 per cent. larger than the 
salaries paid by other companies, having 
regard to the amount of premiums? A. 
—-I should say it was larger than the 
great majority of cases, 

Q.—That it is larger than the aver- 
agcet ‘A—Yes. 

Q.—One other question, and this is a 
question of your opinion; without re- 
gard to what other companies do hy 
way of payment of salaries as a matter 
of principle, is 16 2-3 per cent, too much? 
A.—It is. 

Q.—Can you measure it and say in 
your opinion how much it is too large? 
A.—I would not attempt to measure it, 

Q.—Can you give me the other? What 
would you estimate would be the aver- 
age, having regard to the custom of 
other companies? A.—I have not at- 
tempted to measure that item. 

Q.—The sundry expenses, your next 
statement is, are also very much out of 
proportion to the premium income; what 
class of expenses are covered by sundry? 
A,—lt would he travelling expenses, 
postage, telegraphing, express, printing 
and stationery, office furniture, medical 
fees, rents, advertising and sundry other 
expenses. 


Q.—Do you criticize all those items? 
A.—I am not pretending to criticize. 


Q.—You did criticize here, You said 
“he sundry expenses are also very 
much out of proportion to the premium 
income,” ‘Where you are speaking gen- 
erally, or speaking with regard to the 
items which go to make up sundry ex- 
penses? A.—In making this comparison 
I was comparing the actual expendi- 
ture as compared with the premium in- 
come; it is merely a matter of compari- 
son. 


Q.—Is the item sundry expense, aris- 
ing as it does, over the class of items 
you have told me, disproportionate to 
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the corresponding item in the returns 
of other companies? A,—I should say it 
was, taking the other as a whole. 


Q.—Then you point out some specific 
instances. We pass from the sundry 
expenses; for the past year the commis- 
sion paid amounted to $23,000, the sal- 
aries $17,000, the increase of the latter 
over 1903 being $2,400, Was also $2,200 
for directors’ fees included among gen- 
eral expenses? ‘Lhe corresponding 
amount last year was $2,000. The new 
premiums for 1904 were $27,553, and re- 
newal premiums, assume five per. cent. 
for renewal, would be 65 per cent. for 
new premiums, divided in the same 
way, to other miscellaneous expense, the 
result appears 64 per cent. for new and 
5 per cent, for renewal, ‘The only thing 
that occurs to me to ask you is why 
do you assume 5 per cent. for renewal, 
because whatever you assume for re- 
newal will make all the difference in 
what is taken for new? A.—It was 
merely for convenience of dividing the 
expenses and arriving at an idea of how 
much— 


Q.—I know that was the purpose you 
had in view no doubt, but I want to 
know why you took five rather than 
ten, five rather than seven, five rather 
than three? Was that because your ex- 
perience as an actuary justified you in 
thinking that five per cent. was about 
right for renewal? A.—I was dividing 
the expenses that I thought might prop- 
erly be applicable to renewal premiums 
into fifteen per cent., and roughly I 
took five per cent. as the amount that 
might properly be applied in commis- 
sions. I am speaking only in regard to 
one company now— 


Q.—That is not perhaps quite answer- 
ing my question, Here you are speak- 
ing of the ratio of commission to new 
and renewal premiums, Were you speak- 
ing, so far as my question is concerned, 
of anything else but the ratio of renewal 
commissions? ‘Then, in order to arrive 
at a result about that you assume five 
per cent for renewal commissions. Why? 
Do you understand me now? Is five 
per cent., from your experience and from 
your observation, about what the rate 
of commission in respect of renewal com- 
missions ought to be, or is found to be? 
A.—It is found to be, 


Q.—It is found to be that? A.—As 
far as my observation has gone, I should 
say it is found to be about five per. cent. 
It would vary, of course, in different 
companies and in different circumstances. 
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Q.—I quite appreciate that, but I un- 
derstand your answer to be that from 
experience and observation five per cent. 
is about what renewal premiums ought 
to cost in commissions; is that right? 
A.—I would not like to go so far as to 
say that is what they ought to cost. I 
took five as being what I found from 
experience was the probable cost as a 
rough approximation. 


Q.—Then shall we qualify that as you 
qualified for me a previous answer, that 
that figure is held up by your experi- 
ence of what does take place in insur- 
ance companies? A.—Yes. 


Q.—Then the report goes on—(reads 
from report). Then you add “For a 
profitable business, the percentage of the 
Salaries and miscellaneous expenses com- 
bined to the new premiums should 
not exceed 50 per cent,” Is that the 
result of your experience, that if 
the percentage of salaries and mis- 


cellaneous expenses combined to 
the new premiums exceed fifty 


per cent. the business cannot be 
profitable? A.—It may be profitable. 


_Q.—But not likely to be? A.—Not 
likely to be very profitable. 


Q.—You say in some companies the 
ratio is somewhat higher. (Reads re- 
port down to the words “Will enable 
the impairment more speedily to be 
wiped out”) Is that your conclusion 
still? A.—My conclusion still, 

Q.—"‘The remaining capital will be 
entirely wiped out in a few years” ; 
that is your first conclusion? A.— 
Yes. 

Q.—You were comparing the death 
rate of this company when you spoke of 
it as abnormally high? A.—With the 
amount at risk. 

Q.—Were you comparing it with any 
other death rate, the death rate that 
you found by examining the returns of 
any other company, or anything of tnat 
sort? A.—Of course, I bad the ex- 
perience of other companies arriving 
at my conclusion in that respect. 

Q.—Then you have an analyzed state- 
ment of, at all events, some expenses? 
Then what was done with that report? 
Perhaps I can help you. Wasa copy of 
that report sent to the Royal Victoria 
by the superintendent ? A.—That let- 
ter, I think, attached to it, will ex- 
plain. 

Q.—What was the date of your re- 
port? 25th March, 1905? A.—Yes. 

Q.—Was it actually made on that 
date? A.—Yes, It was actually made 
on that date. 
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().—Did it slumber till the 23rd of De- 
cember, or thereabouts, because on the 
23rd December Robert McKay writes 
to Mr. Fitzgerald, “I was very much 
obliged to you for the papers,” ete. I 
am wrong about the date. From 
March till November, was this communi- 
cation pigeon-holed in the Department ? 
A.—It was in the Department. 

Q.—Not communicated to the com- 
pany? <A.—WNo. 

Q.—And so far as you are aware, no 
communication made to the company 
about the matter? A.—During the 
examination the figures that I embodied 
in the report, or at least the greater 
part of them, I went over with the 
manager of the company. 


Q.—That is Mr. McKay ? 
Burke, 


Q.—Then with Mr. Burke during the 
course of your investigation you went 
over, and probably discussed a good 
many of these figures? A.—Yes. 

Q.—Did you make him aware that 
you were about to make a special re- 
port on the subject? A.—I do not re- 
member that I did. 


Q.—You are not aware of any com- 
munication between the date of your 
report and November between the De- 
partment and this company, and ap- 
parently on the 16th November— A.—- 
Repeat that. 

Q.—You are not aware that there 
was any communication between the 
Department and this company from 
your report in March down _ to 
November, the date spoken of in Mr. 
McKay’s letter? A.—I believe there 
was a private letter from Mr. McKay 
to Mr. Fitzgerald. 

Q.—A private letter. from Mr. McKay 
to Mr. Fitzgerald? A.—Touching up- 
on other matters, and it was in a reply 
to that private letter that he sent Mr. 
McKay this report. 


A.—Mr. 


Q.—That would to my mind indicate 
that there was not anv spontaneous 
communication from the Department to 
this company? A.—No. 


qQ.—Although your report was be- 
fore the superintendent from the pre- 
ceding March? <A.—Yes. 


‘Q.—In November you think Mr. Fitz- 
gerald was put in motion by a private 
letter from Mr. McKay? <A.—Yes. 


().—Dealing with other matters? A. 
-—Yes. 


Q.—As a consequence of which, if I 
understand you, Mr. Fitzgerald sent Mr. 
McKay a copy of your report ; is that 
right? A—Yee 
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Q.—Was Mr. Fitzgerald’s letter of 
16th November to Mr. McKay also a 
private letter, or is that capable of be- 
Ing produced, or do you know? A.—As 
far as I recollect, it is a private letter. 

Q.—Will you verify that for us_ be- 
cause if this correspondence is not of a 
private nature it would perhaps be de- 
Sirable that it should be produced to 
the Commission. You will find out 
how that is, and see if there is any ob- 
jection to the production of it, even if 
it is private ? 

Mr. McCarthy : Would it be fair to 
ask this witness whether he would have 
knowledge of what Mr. Fitzgerald 
ade do after he got that report from 

im. 


Mr. Shepley: I am much obliged to 
you. I will ask that question. Q.— 
Have you any knowledge of what Mr. 
Fitzgerald’s course would be, what ac- 
tion he would take in consequence of 
your report? A.—TI do not feel com- 
petent to answer that question. 

Q.—Because you do not know what 
is the usual course or why? A.—I 
think that is probably the first report 
of that nature that I made to him. 

().—Then you would say that there 
have not been enough instances to make 
a custom vet? A.—yYes. 

Mr. Shepley : Anything else upon that, 
Mr. McCarthy? 

Mr. McCarthy: No. The machinery 
is that he makes reports to Mr. Fitz- 
gerald, and Mr. Fitzgerald takes action, 
and he would not know naturally what 
Mr. Fitzgerald did. There may have 
been certain action taken without his 
knowing it. 

Q.—Is that not so? A.—Yes. 

Mr. Shepley: Q.—Then Mr. Fitzger- 
ald’s letter, “I was very much obliged 
to you,” ete. (Reads letter.) Then 
Mr. Fitzgerald apparently on the 27th 
November writes. (Letter read.) Now. 
with the exception of the private let- 
ters you refer to. are those all the 
documents you are aware of in connec- 
tion with this particular matter? A.— 
Yes. 

Q.—This particular report of yours? 
A.—Yes. 

Q.—The time has not yet come 
when you have examined their reports 
for this year on the return of last 
year? A.—Not yet. 

Q.—The next letter is about the Home 
Life Association ; is that also a report. 
of yours? A.—That is a report of 
mine. 

Mr. Langmuir: Q.—Where is that 
company ? A.—In Toronto. 
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Mr. Shepley: Q.—Are you able to 
tell me the date of this report of yours? 
Because, so far as I can see, there is not 
any date upon the copy I have—the date 
when you made the report. (Ex. 15 
report and correspondence with the 
Royal Victoria. Ex. 16 report on the 
Home Life.) You point me to a date 
of the 20th May, 1905, being the date 
on which you made your report as to . 
the Home Life? A.—yYes, that is 
right. 

Q.—Again, let me ask you with re- 
spect to this report, are the observa- 
tions upon which this’ report was based 
the observations that were made by you 
during your inspection pursuant to the 
return of 1904? A.—It was made dur- 
ing my inspection and return of 1904, 
and was at the request of Mr, Fitzger- 
ald that I made a special report. 

Q.—Mr, Fitzgerald requested you to 
make a special report. Was that by rea- 
son of your having made some verbal 
communication to him upon the condi- 
tion of things you had found? A.—I 
could. not tell the reason off hand, 

Q—yYou do not remember off hand? 
A.—No. 


Q—We will run over this; this is 
probably very much in the same line 18 
the other, but I will try and make it 
as short as I can, covering everything 
in it, This association commenced busi- 
ness May 12th. 1902, on the assessment 
plan. Had this Home Life Association 
been the subject of returns during the 
previous years and of inspection? A.— 
Previous to 1904? 


Q.—Yes? A,—Yes, 


Q.—When did you first commence in- 
spection? When did they first become 
subject to inspection? When did they 
first become bound to make returns? 
A.—I think since the company started 
in 1892, 

Q.—It was formed on the assessment 
plan. I thought it may have commenced 
to make returns when the charter was 
amended, You think, however, it was 
from the beginning? A.—Since the begin- 
ning, yes, aS an assessment company. 


Q.—As an assessment company it was 
making returns? A,—Yes. 


Q.—Did the returns that they made 
during these previous years disclose the 
fact that is stated here that the ex- 
penses were about equal to the total 
premium receipts? A,—Those figures 
were derived from the returns made dur- 
ing those previous years. 
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Q.—Lhe returns during those years 
would have indicated that circumstance; 
is that right? A.—Yes. 

Q—There is a typographical error 
here, I think; this should be 1892 in- 
stead of 1898? .A.—Yes, it should be 
1892 to 1898. 

Q.—We will make that aleration, with 
your permission? A.—Yes 

Q.—(Reads statement down to the 
words “Net capital paid in 1898”). 
What does that mean? A.—That is capi- 
tal stock received, 


Q.—“Premiums thereon’”—does_ that 
mean the stock was selling at a pre- 
mium? A,—IJt was issued at a pre- 
mium. 

@.—Then your fourth paragraph deals 
with what thas taken place since the 
change to a regular life company? A. 
—Yes. 

().—Was that new capital issued at a 
premium too? A.—At a premium too. 

@.—T'he cash assets have increased to 
$231,214.86. Where does that come from? 
I do not quite follow it. You have given 
amounts of capital and you have given 
the amount of premiums of capital 
which is all cash recejved, I suppose. 
and you say cash assets have increased 
to that. Oh, I understand it now, The 
items were not put in the order in 
which JI would expect to find them. 
What you say is that if you take the 
balance of cash remaining from the oper- 
ations of the company as an assessment 
company and add the amount taken in 
as premiums you get this total, and as 
you find from their statement of the 
year 1904, their assets are $231,000, you 
find that they have made over and 
Bh what went in $49,516,632 A.— 

es, 


Q.—In addition to the cash received 
there have teen liens on_ policies. 
“Amount added to purchase price of the 
Home Life Building’—is that something 
Mr, Fitzgerald spoke about, the other 
day, or perhaps you did not hear about 
that? A.—I probably did not hear about 
that, This building was purchased At a 
certain cost price, and the value was as- 
certained to be greater than that: so 
‘In the statements they sbow that, 
amount 


Q.—Speaking of that as a return, in 
their return they put a value on the 
building larger than the amount they 
paid for it? A.—Yes, and that amount 
1s modified later on. 


().—$158,000; that seems to be a large 
amount; was that the amount that was 
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added? A.—yYes, in the return for the 
1904 which was first sent in to us. 

Q.—That was before you had done any 
inspection? A,—That amount was sub- 
sequently reduced by the Department. 

Q.—The total assets, including that ap- 
preciated price, amount to $590,494.04? 

Mr. Langmuir: Q.—Part of that pur- 
chase was leasehold. How was that ac. 
eounted for—part of the building on 
leasehold land, at least that paid an an- 
nual ground rent, You were aware of 
that, of course? A.—What was the 
question? 

Q.—Jhe Home Life purchased that 
building; it was the old Freehold Build- 
ing. It was not all freehold; part of it 
is leasehold, How did you arrive at 
the value of the leasehold? A,—The 
value that was returned to us is the 
value including the leasehold and free- 
hold, the whole amount that the com- 
pany own. 

Mr. Shepley: When he gives us what 
he did in inspection I shall be glad to 
ask him if he made any distinction. 
Then the report goes on “Liabilities 
amounting to $372,000,” ete. Reads re- 
port), If there had not been an ap- 
preciation in the price of the Home Life 
Building, if they had put that in at what 
it cost, they would have shown a loss 
upon -.eir, operations of $108,592? A.— 
Yes, that is right. 

Q.—“Excluding in the same way the 
amount written up on the Home Life 
Building, the increase in the impair- 
ment of capital, is shown as follows: 
1899 $11,000, 1900 $22,000, 1901 $37,000, 
1902, $63,000, 1903 $77,000, 1904 $108,- 
000. I do not know that I quite grasp 
that paragraph. “It may be assumed 
that fifteen per cent, of the renewal busi- 
ness may be used in carrying on the 
business of the company.” Do you mean 
the business—. ‘I'he business in force at 
the beginning of the year under re- 
view. 

Q.—Lhat would be the beginning of 
1904? A.—Yes. 

Q.—And that the balance of the load- 
ing and all the loading upon the first 
year’s premiums may be used for pro- 
curing new business during that year? 
A.—Yes, 

@.—You are not looking to the fut- 
ure but to the year that you are exam- 
ing? A,—Yes. - 

(.—“Of this fifteen per cent.,” ete. 
(Reads) That is the way you did with 
the other. companies? A.—Yes, 

Q.—And you justified that as you did 
in the other case? A.—Yes. 
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Q.—That assumes these ratios as con- 
stant. That makes a tremendous cost 
in all those years, culminating in 1895, 
total expense on new business as against 
fifteen for renewals in 1904? A.—Yes. 


Q.—You observed that, of course ? A. 
—Yes. 


Q.—I suppose you are able, Mr. 
Blackadar, or you were when you were 
making this report, to adjust between 
net premium and loading in the cases 
you were speaking of, and when you 
say “the total available loading” you 
have regard to the normal net premium 
plus such loading as there must have 
been to carry this business? A.—Yes, 
I had in view the actual business neces- 
sary to carry the risk—the actual net 
premium in that case. 

Q.—And then you were dealing with 
that as a constant, and finding the load- 
ing excessive? A.—Yes. 

Q.—I will probably have to ask you 
some questions about that afterwards, 
but I want to deal with this particular 
matter now. As I understand it, im- 
mediately after the transaction by 
which they paid $25,000 in cash, and 
gave the mortgage, there was a writing 
up at the end of that year for how 
much? A.—If I remember right, in 
the neighborhood of $75,000. The exact 
figures are given there. 

Q.—They wrote it up from $176,000 
to $250,000. They did that at the end 
of the year in which the purchase was 
made? A.—Yes. 

Q.—Then they leave it at that till 
the end of 1904, when they put on an- 
other $85,000, raising it to $335,000 ; is 
that right? A.—Yes, that is right, 
$335,000. 

Q.—Were those the valuations that 
you referred to in your report, Mr. 
Willis’ and Mr. Whitney’s? A.—They 
were the valuations referred to. 

Q.—Then you go on to deal in your 
next paragraph with accrued interest. 
and so on. Then Grand Valley Rail- 
way bonds. (Reads from _ report.) 
What does that mean? A.—The pur- 
chase price. 

Q.—What security was that lent on? 
What security was that $18,000 lent on, 
or was it lent without any security ? 
Was there any security for that loan ? 
A.—Not that I am aware of. 

Q.—A loan without any security ? A. 
—If there had been a security I would 
have mentioned it and reported it. 

Q.—How do you know it had been 
paid on the 3lst December? A.—Th> 
cash was in the company’s possession at 
that time. 


Blackadar Ex’d. 


Q.—Did you see it? A.—I saw what 
represented it. 


Q.—What was it? A check of this 
railway company, do you remember ? 
A.—I cannot recall now. 


Q.—Just think for a moment. J 
want to see what shape that cash was 
in. I do not know that that will help 
you very much, because the return prob- 
ably will not show in what shape the 
cash is? A.—The cash was in the bank 
at that time. 


Q.—The cash was in the bank? A—- 
The bank book showed it. 


‘ Qaarthe bank book showed the cash 
including this $18,000? A.—Yes. 


Q.—You are quite clear about that ? 
A.—I am quite clear about that. 


Q.—Then we will leave that for the 
present. “Further advances are now 
being made to the railway company 
from month to month.” (Reads from 
report.) There was a loan again with- 
out security, but it was not a loan 
which appeared in the return, because 
it was made after the returns were 
sent in? A.—Yes, and I should judge 
from what I have written there that 
the company were receiving those 
bonds as they were being issued. 


Q.—I thought you said they had in- 
vested $37,000, securing $44,000 par 
value bonds, and Mr. Firstbrook in- 
formed you the Home Life had taken up 
its full amount; you did not expect 
they would get any more than $44,000? 
A.—They held the $44,000, and it is 
possible they were getting more. 


Q.—Your letter would not say so. 
“There is apparently no security for this 
advance.” (Reads.) A.—Yes, that is 
rignt. 


Q.—Before passing on tothe next 
item, will you tell this: Do you keep 
yourself abreast of the investment 
powers of the various companies that 
you inspect? We have been told by 
Mr. Fitzgerald that there being no gen- 
eral Insurance Act under which com- 
panies incorporate with powers provided 
by the general Act, you have to look at 
the charter of each company to find out 
what its borrowing powers are in the 
first instance, and then to look at the 
Act of 1899 to see what powers exist 
under that. Now, I want to know 
whether you have in your mind when 
you are investigating these _ special 
powers, you have in mind their powers 
of investing, either under their charters 
or under the general Act? A.—I have 
a general idea of what their powers are, 
but there are only a few of the com- 
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panies in which I inspect the secur- 
ities. ; 

Q@.—That falls rather to Mr. Fitz- 
gerald? A.—That falls rather to Mr. 
Fitzgerald, and he keeps abreast of the 
investment powers. 

Q.—Do you know about this Home 
Life Association, whether jit has any 
special powers or whether it falls with- 
in the Statute of 1899? If you do not 
remember I won’t waste time over it ? 
A.—I do not remember, but I am under 
the impression it falls in the genera] 
investment powers of 1899. 

Q.—In the next paragraph you come 
to deal with a further investment of 
this company, relating to the Ontario 
Light, Heat & Power Company. (Reads 
clause.) Is there any statute that an- 
thorizes that kind of investment, if you 
can call it an investment? I suppose 
you would say that they might be justi- 
fied in realizing their judgment in that 
way, but you go on in the next para- 
graph and say that the Home Life will 
dispose of the property at the very first 
favorable opportunity, as it is very im- 
probable that they can operate it at a 
profit. What is your view about that? 
Do you think they had a right to oper- 
ate it? A.—I think they had a right 
to operate it, considering the way in 
which it came into their possession. 

Q.—I do not want you to be misled 
by the form of my question. Your re- 
port says that a joint stock cmpany 
named the Ontario Heat & Light Com- 
pany was formed by the Home Life ; 
that would be a separate company from 
the Home Life itself. You appreciate 
that ; a joint stock company called the 
Ontario Light, Heat & Power Company 
was formed, the officers of which were 
officers of the Home Life? A.—Yes. 

Q.—Is that the company that is run- 
ning the electric light, or is it the Home 
Life? A.—It is that company. 

Q.—When you say it is being operated 
by the Home Life, that may very well 
be so; I do not know how it is: as a 
matter of reality are the accounts of the 
electric company being carried in the 
books of the Home Wife? A.—No, not 
in the books of the Home Life. 

Q:—There are separate books kept? 
A.—What I referred to there was that 
the Home Life was stockholders in it. 

Q.—The officers of the Home Life 
were running it for the benefit of the 
Home Life and to get the Home Life out 
of the loss that was in it? A,—yYes. 

Q.—“No evidence was furnished show- 


ing the present market value of the 
land.” (Reads) How did that item 
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appear? A.—Just in the way it is given 
there, Ontario Light & Power Company; 
total par ledger and market values. 

Q.—The ledger value being intended 
to indicate the cost price? A,—Yes. 

Q.—Then the next investment is cash 
with the Canadian Homestead Loan & 
Savings Company, $20,000. “There is no 
security for this other than the receipt 
signed by the Ontario Loan & Home- 
stead Company”; that is all you say 
about that? A.—Yes, 

Q.—Your idea is that the Dominion 
Iron & Steel Company is not a company’ 
in whose stock or bonds the insurance 
company could invest? A—wNo. 

Mr. Tilley: Q.—This particular com- 
pany? A.—This particular company. 

Mr. Shepley: Q.—A company with 
powers given by the general Act? A.— 
Yes 

Q.—Eighteen items, premiums on un- 
paid capital stock.” (Reads) What is 
that item of premiums on unpaid capi- 
tal stock; that is what they expect to 
get— A.—When they call up the rest 
of their stock, 

Q.—They did not by any accident in- 
elude the unpaid stock at par in their 
assets? A.—Not at all, 

Q.—But they thought they wouid 
have the premiums among the assets? 
A.—Yes. 

Q.—That report is on the 20th May, 
and you add a postcript, (Reads post- 
eript) What do you mean by the last 
insurance report? A.—The last one is- 
sued; that is, the business of 1904. 

.—The one for the year in respect 
of which you were making this report? 
A.—Yes, That was a subsequent addi- 
tion to the report after these valua- 
tions were made and the final figures put 
mto the report, | 

Q.—Let us look at the {figures in ;ee- 
tion 6 of the report, total assets and 
liabilities; you take $60,000 off the total 
assets, and add to the total assets the 
difference in the Grand Valley Railway 
bonds— A.—And that would give thut. 

Q.—That would leave the capital im- 
paired, would it not? A,—It would 
leave the capital impaired to a small 
amount, 

Q.—Just one other question before I 
go on further, I want you to take the 
general Insurance Act, and show me the 
part of section 50, if that is the proper 
section, which authorizes this company 
to invest in Grand Valley Railway 
bonds?) A.—Section 50, subsection B. 
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Q.—I want to ask you one question 
about that section, and I will take your 
answer for the present at all events. I 
want to know to what, in your own con- 
struction, or in the construction placed 
upon this section by the Department to 
your knowledge, to what antecedents do 
those words refer, “Which has earned 
and paid regular dividends upon its or- 
dinary preferred and guaranteed stock 
for the two years next preceding the 
purchase of such bonds and debentures.” 
I want to know what the antecedent of 
those words is, according to your con- 
struction of the construction of the De- 
partment, if you are aware of it? A.— 
It refers to these words “Any steam 
railway,” or “The debentures and bonds 
of any steam railway company,” 

Q.—You do not read that as relating 
to any of the other companies men- 
tioned in subsection B? A.—We do 
not 


Q.—Has the question as to whether 
that is the correct antecedent of these 
words ever been raised and discussed to 
your knowledge in the administration of 
the Department? A.—I could not an- 
swer that off hand. 

Q:—Do you know of any? A.—I do 
not know of any. 

Q.—Now, you made this report in 
May last, 1905; then what happened? 
A,—It was handed to the Superintend- 
ent to take what action he deemed de- 
sirable. 

Q.—And iMr, Fitzgerald was to take it 
up? A —Yes. 

Q.—Apparently on the 30th October 
Mr. Fitzgerald having theretofore been 
in Toronto, and having paid some at- 
tention to the matters embraced in your 
report on that visit, wrote two letters, 
one to ‘Mr, Patterson, the managing di- 
recor, and the other to ‘Mr. Firstbrook, 
the president of the Home Life Associa- 
tion. The one to Mr, Firstbrook is “As 
requested by you, I am sending you a 
copy of the memorandum”—that would 
be a copy of your report that we have 
been discussing? A.—yYes, 

Q.—Then Mr. Fitzgerald wrote to the 
manager of the company. (Letter read) 
Did you know any more about the mat- 
ter after that letter? A.—No. 

Q.—You know of nothing else in con- 
nection with it? A.—No. 

Q.—No further correspondence? A.-— 
No. 

Q.—The time for your making another 


inspection of that company has not yet 
arrived? A.—No. (Ex. 16), 
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Q.—What else did you bring, Mr, 
Blackadar? A.—That is all we under- 
stood that the request there calls for, 


Q.—I see a memo, for documents, and 
then underneath ‘‘Matters for Mr, Black- 
adar.” You have only dealt with the 
matters that are marked for Mr. Black- 
adar? A.—Yes, 


Q.—Is it because these other matters 
are not under your control, or because 
they are expected to be got from Mr. 
Vitzgerald? .A.—Those matters men- 
tioned’ there are under Mr, Fitzgerald’s 
control, 


Mr, Tilley: ‘He was not here at the 
time those other matters were asked for. 

‘Mr. Shepley: Q.—Do you tell us, Mr. 
Blackadar, that these two reports cov- 
ered all the matters that you have made 
the subject. of written report in the 
course of your inspection? A.—Which } 
have made mention of, the expense ratio 
to income, 


Q.—Are there other written reports 
that you have made ag the result of 
your inspection, whether about the 
ratio of expense to income or not? A. 
—There are others in a few cases. 


Q.—I think that you have misunder- 
stood this memorandum. It says “Cor- 
respondence re expense ratio to income, 
and any reports made by Mr. Blackadar 
to the superintendent.” You think 
there are other reports? A.—yYes, 

Q.—You say now there are in a few 
instances? A.—Yes. 


Q.—How long would it take to col- 
lect them? A.—I do not. think it 
would take long to collect them. 

Q.—If we adjourned now, could you 
have them when we reassembled ? A.— 
Mr. Grant informs me that there are a 
number of them here. 

Q.—Are they arranged chronolog- 
ically ? 

Mr. Grant: Yes, the latest at the 
top. 

Q.—I see the Home Life report with 
the two valuations referred to in what 
we have been going through is found in 
this little bound volume, temporarily 
bound volume, between those pages ? A. 
—Yes. 

Q.—Then I see you have in connec- 
tion with that some literature in con- 
nection with the Grand Valley Railway 
Company, which we did not see in th» 
copy we were examining just now. ‘T 
think I will pass that for the present. 
and may have to come back to it again. 
I see the Royal Victoria report is also 
in this? A.—Yes. 


Q.—Then in February, 1905, you ap- 
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pear to have made a report on the Cen- 
tral Life Insurance Company. Here is 
another bound up marked February, 
1905, signed A. K. B.? 


Mr. Hellmuth: Perhaps they could 
be added to the exhibits already in, the 
Home Life and the Royal Victoria. 

Mr. Shepley: I think we had better 
add these to the exhibits already in. 
This is an offer by the London Securities 
Company of $100,000 for the Grand Val- 
ley Railway Company first mortgage 
bonds. Then there is what I may call 
a prospectus in connection with the of- 
fering of these for sale. That will be 
tacked on to the Home Life document, 
exhibit 16. And your Honors will per- 
mit me, after reading that prospectus, 
perhaps to come back to it again. 


The Chairman : Oh, yes. 


Mr. Shepley: Q.—This is a report 
made on the Central Life Insurance Com- 
pany, February, 1905, that is in connec- 
tion, as in the other cases, with your 
inspection consequent upon their re- 
turns for 1904? A.—wNo, this company 
has not yet or had not at that time 
made a return, had not been licensed; 
that was preparatory to them receiving 
a license. 


Q.—Has a license been since granted 
to them? A.—Yes. 


Q.—And they are now under license? 
A.—They are now under license ; no in- 
spection has yet been made since this 
return. 


Q.—This is, I believe, a report you 
made for the purpose of determining 
whether or not a license should be grant- 
ed? A.—Yes. 


Q.—A report upon which action 
would be taken under the section I am 
about to call your attention to, under 
the provisions of the group of sections 
commencing with section 4 and running 
through to section 11 inclusive ; in other 
words for the purpose of licensing the 
company you made a report. Is that 
automatic ? Do you do that upon in- 
structions, or do you do that as a mat- 
ter of routine ? A.—Only upon instruc- 
tions. 


Q.—Instructions being given you by - 


whom? A.—By the superintendent. 


Q.—Upon an application for a license 
being made by the company, you are in- 
structed to report. Is that right ? 
A.—That is the occasion for the in- 
struction, when an application is made. 

Q.—For the issue of a license to a 
company which has hitherto not had a 
license, you are instructed by the super- 
intendent to examine and make a re- 
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port? A.—Not in every case, but I 
did in this particular case. 

Q.—And that is not unusual that you 
should be asked to make a report when 
a license is asked for? A.—It is not 
unusual. (Report on Central Life, Ex. 
Th) 

Q.—This was not a special occasion, 
but an occasion which arose in the or- 
dinary performance of your duties? A. 
—This was an occasion where this com- 
pany had already been in existence for a 
short time, and was under a Provinciaf 
license, and was applying now for a 
Provincial license, being what we sup- 
posed not a very strong company, I was 
instructed to drop in and make an ex- 
amination. 

Q.—Where was the company carrying 
on business? A.—I want to go back 
to the previous question ; I do not know 
whether I got it right. You asked me 
if it was customary to make an exam- 
ination in every case of a new com- 
pany? 

Q.—Yes? A.—Well, it is not, be- 
cause a great number of the companies 
come in after obtaining a Dominion 
charter, and may not have been in exist- 
ence until they got the license. 


Q.—I can quite appreciate that, but 
supposing you have a Provincial com- 
pany, with a Provincial charter applying 
for a Dominion license, is it not cus- 
tomary to make an examination before 
granting the license? A.—I cannot 
say that it is customary. 


Q.—At all events, for some reason or 
other, probably because this was not 
considered to be a very strong company, 
you were asked to make an examination 
in this case? A.—I was asked to make 
the examination in this case. 


Q.—And you did go to make such ex- 
amination? A.—Yes. 


Q.—The company’s head office was in 
Toronto ? A.—In Toronto, yes. 


Q.—Who were the officers of the com- 
pany, for instance, the general man- 
agers? A.—Mr. Spence was the general 
manager, 


Q.—Then was the course of the ex- 
amination which you made, leaving out 
the question of your having an annual 
return to check, the same as you take 
when you go to make an examination in 
the ordinary case ; in other words, did 
you pursue the same method of investi- 
gation? A.—I did not pursue the 
same method. I examined the assets, 
estimated the liabilities as nearly as pos- 
sible, saw the method that they had 
used, and the evidence they could pro- 
duce to verify their liabilities, 
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Q.—Is that what you do substantially 
when you are dealing with a company 
which has made a return? A.—I do 
that, but in addition I check the various 
items that are entered in the return. 

Q—Leaving out the question of the 
return, which you do not have to check, 
was your course of examination in this 
case the same as the course you usually 
pursue? That is the question I ask 
you? A.—yYes, : 

Q.—“This company commenced busi- 
ness April Ist, 1901”—(Reads) ‘Where 
did you get the net cash from pre- 
miums? From the published  state- 
ments? A.—From the various published 
statements. 

Q.—Did their books show? A.—Their 
books showed. 

Q.—Did you examine the books? A,— 
[ made a partial examination of the 
books 


Q,—Did you examine the ‘books suffi- 
ciently to find out whether or not they 
indicated that much cash had been re- 
eeived for premiums? A.—They _ indi- 
eated that. 

Q.—Then you did examine to that ex- 
tent? A,—According to the books, but 
I could not vouch for the accuracy of 
the items, because I could not make out 
really a close balance sheet. 


Q.—I want to know why you could 
not make out a close balance sheet if 
you did not dip any deeper than the 
books, Will you state? Was it by rea- 
son of imperfections in the system of 
books? A.—If I had taken time to 
have searched out the few trivial errors 
which were not material in any way 
whatever, I could have got at the facts 
exactly. 

(.—As they were in the books} A.— 
Yes. 

Q.—What you say is that you did not 
take the trouble— A.—I was not ex- 
pected. 


Q.—To eliminate errors which seemed 
to be of trifling amount, and not to 
affect the general situation? A.—Yes, 
You may say I was not required or ex- 
pected to do that, but merely to get 
a general idea as to the standing and 
solvency of the company, the actual ex- 
act figures not being material, 


Q.—If you had found something sub- 
stantial, and which might possibly af- 
fect the solvency of the company, I sup- 
pose you would not have passed it over 
as triflmg? A.—Not at all. 

()—This item, premium capital stock 
—-do the books show the stock had 
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actually been issued at a premium to 
the amount of $12,500? A.—I presume 
so. hose are figures I obtained from 
the audited statements of the company. 

Q.—What was the total capital of the 
company, do you remember? It does 
not seem to be stated here. Payment 
on capital stock is put at $52,100? A. 
—That would have been the amount at 
that particular time. 

Q.—You do not know what capital 
was authorized? A.—No. 

Q.—You do not know how much capi- 
tal had been authorized on which this 
was paid, how much of the subscribed 
capital this $52,100 was? <A.—Yes. 

Q.—Lhen total receipts, (Reads) 
That was a pretty bad showing, was it 
not, just taking the total income, in- 
cluding premium on capital stock, $60,- 
707; and the amount of disbursements 
for claims and expenses was $70,802? A. 
—It was a bad showing. 

Q.—I should think it was a very bad 
showing? A,—This company was a 
young company, and had been to a large 
expense in getting into operation. 

Q.—They had received $43,000 in pre- 
miums and paid out $63,000 in expenses? 
A —Yes. 

Q.—What was done with that report? 
A.—As far as I can recollect, the com- 
pany were required to pay in that ad- 
ditional five per cent. of capital, what- 
ever is mentioned there, and when that 
was done a license was issued. They 
are now under a license. 

Q.—Then when the company did what 
it was proposing to do, call up five per 
cent. on the subscribed capital—we will 
get at the subscribed capital in that 
way—the subscribed capital would be 
$150,000. ‘he meaning of that, if I 
understand its significance, is that a 
company, whose capital is impaired, a 
company which has expended more in 
expenses than the total amount of pre- 
miums received, was granted a license 
by the Dominion upon making an ad- 
ditional call of five per cent. upon its 
subscribed capital, of course paying the 
deposit into the Department? A.— 
When I say that the additional capital 
of five per cent. was called I am mere- 
ly stating from memory, I have not 
examined the statement. Aiter this re- 
port was made it was in the Superin- 
tendent’s hands, and I am not thor- 
oughly aware what he— 


Q.—I wish you would verify the state- 
ment that you have made tentatively, 
that. upon the additional five per cent. 
being called up and paid in by the stock- 
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holders, that a license would issue; that 

is what you believe took place? A.— 

That is what I believe took place, 
(Adjourned for one hour.) 


Ottawa, Tuesday, 20th March, 1900. 


AFTERNOON SESSION, 


Examination of Mr. Blackadar (con- 
tinued) : 

Mr, Shepley: I find, Mr. Blacakadar, 
this document in the same bound vol- 
ume which Mr. Grant has handed us. 
Will you tell me what that is? It is 
headed “Sun Life Insurance Company.” 
It does not purport to be signed, A.— 
It is not signed and not dated, It is 
a memorandum of a change that was 
made in the blue book—which was print- 
ed in that blue book of 1904. 


Q.—You mean covering the returns of 
1904? A.—Yes, with a memo. of some 
other transaction that we wished to 
look into somewhat later on, 

Q.—Now, in the first place, this is con- 
eerning the Sun Life Assurance Com- 
pany, is that right? A.—tVhat is right. 

Q.—And in the second place, it is a 
memorandum which you prepared after 
your inspection, consequent upon the 
returns of 1904? A,—Yes, 

Q.—And as I understand you, this was 
a memorandum which was to add to or 
substract from or modify in some way 
the byue book which had been printed 
before your inspection was complete, 
A.—It was in explanation of a change 
that I had made in the blue book. 


Q.—When you say you had made a 
change in the blue book, will you explain 
that? A.—A change in the statement 
that was sent by the Sun and which 
was incorporated in the printed state- 
ment in the blue book. 


Q.—Which was incorporated in the 
printed statement, the return made by 
them at that point or some amendation 
made by you, A.—An amendation made 
by me, 


Q.—An amendation was incorporated 
by you in the blue book and 
this is a memorandum in explanation 
of it? A.—Of how that was made up, 
yes. 

().—Then whatever the first page of 
this memorandum indicates, you had 
already indicated by alteration in the 
return published in the blue book? A.— 
Yes, 
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(Q.—Then we understand that. Now 
this is headed. “Sun Life Insurance 
Company, Memorandum of bonds and 
stocks written down or taken out cf 
the accounts on 3lst December, 1904.” 
That means that you had written them 
down or taken them out of the accounts 
before those accounts were incorporated 
in this statement. A.—Not I. 

Q.—But it had been done? A.—Yes. 

Q.—Was it upon your instigation that 
it was done? A,—No, it had already 
been done by the company, 

().—What had been done? A.—The 
writing down. ‘Lhe writing up, 

Q.—How did the company come to do 
that after making the return? A.—It 
was not done after the return was made, 
I found that it had been done in the 
books of the company and the company 
had not deemed it their duty to make a 
return of it to us. 

Q.—Well, then, if you will bear in 
mind, when I speak of the action of 
the company, unless I qualify it in some 
way, 1 always mean the return the 
company had made, the formal statutory 
return, that is the document I am think- 
ing of, Now the statutory return that 
they had made neglected to take notice 
of these matters, although these matters, 
as you now tell me, were patent upon 
the face of their books. Is that right? 
A.— Yes, 

Q.—Then, was it the inspection by 
yourself that developed the discrepancy 
between the stautory return and the 
company’s books, did you find it out 
when you examined their books? A.— 
I found it out when I examined the 
books, 

@—Then the return was altered in 
the Department, I suppose, as a result 
of what you had found out? A,—Yes, 


().—Now the first item here under the 
head of bonds is Denver & Southwest- 
ern Railway Company, $35,627, Was 
that an item which appeared in their 
return? A.—That appeared in their 
return. 

Q.—It does not now appear in the 
blue book? A.—No, Let ‘me explain 
what that item means. 


Q.—I do not know whether you will 
explain it quite so readily in any other 
way than just by seeing if you can an- 
swer the questions as I put them, That 
indicated that the company had made 
an investment in the bonds of the Den- 
ver & Southwestern Railway Company 
to the extent of $35,000 odd? A.—Tt 
indicated that in their books the ac- 
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count of the ledger value of the Denver 
& Southwestern Railway Company bonds 
had lbeen written down to the extent of 
$25,627; instead of returning the ledger 
value at the cost of the bonds they had 
returned it, correctly enough, at the 
value at which they had written off 
those bonds, I do not wish it to be 
understood that it was a mistake on the 
part of the company. 

Q.—I am not concerned at present 
with whether it was a mistake or not: 
Tl want to get at the fact with regard 
to it. In the first place, to begin at 
the beginning, the Sun Life, Insurance 
Company had made an investment of 
certain funds in the bonds of the Denver 
& Southwestern Railway Company? A. 
—TI can illustrate if I had the blue book 
of 1903, 

Q.—While he 1s getting the book, is 
that right, that the Sun Life had made 
an investment of some funds which they 
nad on nand Ior imvestment, in tne 
bonds of the Denver & Southwestern 
Raliway Company’ a.—Yes, 

Q.—When you get this blue book that 
you have sent for, will that show you 
what those bonds stood for when they 
were bought? A.—It will show what 
they stood them at the end of 19038 in 
their books, 

Q.—Then in 1904 what did their books 
show, leave the return out of the ques- 
tion for the moment, as compared with 
1903% A.—At the end of 1903 the books 
of the company showed that they owned 
$50,000 par value of the Denver & South- 
western Railway Company, the ledger 
value of which was $35,627, 

Q.—When you say “ledger value,” you 
mean what it had cost them? A,—It is 
supposed to mean what it has cost them, 
provided the company has not before 
written it down or up. 

().—If there has been no writing down 
or up in the ledger, that ledger value 
will show what it cost? A.—yYes, 

Q.—Do you happen to know whether 
this was what it had cost them? A— 
As far as I can recollect, it was, I have 
no recollection of it having been writ- 
ten down before this time, 

Q.—The par value was $50,000, and 
that was the state of things at the end 
of 1903 in their books. And what was 
the market value shown at the end of 
1903? A.—$20,000, 

Q.—That meant that the bonds were 
only worth two-fifths of their par value? 
A.—Yes. 


@.—That is in the market, Then in 
1904 what did their books show? A.— 
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Their books showed that they had writ- 
ten off the whole of that amount of 
$35,627. 

Q.—Written it off completely? A.— 
Completely. 

Q.—As being a bad debt? A.—Yes, 
No, not as being a bad debt, but as rep- 
resenting a present ledger value of zero. 

Q.—I won’t be too critical about 
definitions; we will say a ledger value of 
zero. [ would call that a bad debt, but 
that is only a matter of phraseology, A’ 
—It might have a real value neverthe- 
less, 


().—Then how was that item treated 
in the ireturn of the company for the 
year 1904 made to your department? A. 
—That item is not entered in the re- 
urn a all, 

(J—You say that the investment did 
not appear in the return at all? A— 
Did not appear in the return at all. 


Q.—And no corresponding investment 
of course appeared? A,—WNo. 


Q.—Well then, so far as you have told 
me now, the return was accurate enough 
in treating this as not being an invest- 
ment that was available? A,—Yes, 

Q.—Then when you went to make 
your examination you discovered that 
that had disappeared by being written 
off? A.—yYes. ; 

().—Or. written down to zero. What 
did you do in consequence of that? A— 
I made a memorandum that that was 
one of the items that should appear in 
this total amount written off ledger as- 
sets, provided in the synopsis of ledger 
accounts as given in the statement. 

Q.—That was the point you took, 
that as there was a provision made in 
the form sent them for disclosing what 
assets had been written off, this assets 
should have been ‘disclosed as a written 
off asset? A.—The amount should have 
appeared there. ‘That was the ground 
I took. 


Q.—That was the ground you took 
with the company on your examination 
of their affairs? A.—Yes, 

Q.—Was that an authorized security 
or not, or did you make any enquiry 
about that? A.—I understood that 
all those securities were authorized un- 
der the charter of the Sun. 


Q.—As distinguished from the gener- 
al Act ? A.—Yes. 

Q.—Then I will not trouble you fur- 
ther about that. The next item is the 
bonds of the Dayton, Springfield and 
Urbana Electric Railway Company, $5.- 
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000? A.—That item appears, but the 
ledger value has been reduced by the 
$5,000. 

Q.—Where does it appear ? A.—It ap- 
pears both in the statement, at the end 
of 1903 the ledger value appeared as 
$125,620.60, and at the end of 1904 as 
$130,620.60. 

Q.—That is $5,000 wirtten off? A— 

Yes. 
, And that was not indicated in the 
place allotted for ledger assets written 
off during the year ? A.—It did not ap- 
pear’ there. 

Q.—Then the criticism of that was the 
same as the criticism of the other item ? 
A.—The same, yes. 

Q.—That it did not appear in the re- 
turns as something written off the ledger 
value ? A.—The amount did not appear 
in the total under that item. 

Q@.—Then the Columbus, London & 
Springfield Railway Copmany ? A.—The 
ledger value appeared at the end of 1903 
as $217,350. 

Q.—And the ledger value at the end 
of 1904 appeared as $137,350 ? A.—Yes. 

Q.—Or a write-off of $80,000 ? A.—Yes. 

Q.—And similarly that did not appear 
in the proper place in the return as a 
ledger asset written down ? A.—Yes. 

Q—And that was your criticism of 
that also ? A.—Yes. 

Q.—Then, not to take up too much 
time, is the same thing to be observed 
with respect to these stocks ? A.—To 
those stocks, the same. 

Q.—There had been a writng down to 
the extent of the same opposite, a very 
large writing down in the ledger, but 
it did not appear in the return to you? 
A.—It did not appear under this par: 
ticular item in the return to us. 

Q.—Under the same particular item ? 
Now these sums are some of them very 
large; for instance, take the Columbus, 
London & Springfield Railway preferred; 
apparently $154,000 had been written off 
during the year ? A.—Yes. 

Q.—Cornwall Street Railway $100,000, 
and the Dayton, Springfield & Urbana 
Electric preferred $125,000, all written 
off during the year? A.—Yes. 

Q.—A very considerable shrinkage in 
assets one would think. Did that writ- 
ing off at all affect the ostensible posi- 
tion of the company upon its statement 
of affairs ? A.—It did not. 

Q.—Why ? A.—It did not necessarily 
show that the market value of those 
particular bonds had deteriorated to that 
amount. 
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Q.—But it showed that the amount 
that they’ had invested in them had dis- 
appeared to that extent according to the 
computation of the values, did it not ? 
A.—It showed that what they had put 
in the ledger value, or the amount in- 
vested. 

Q.—But you told me, apart from other 
questions, that the ledger value was 
what it had stood them ? A.—What it 
had cost them. 

Q.—And do you know of any cases in 
which writing up had been done ? A.— 
No. 

Q.—You do not recollect any? A.— 
No. 


Q.—Then it would seem to me, with 
my limited knowledge of the subject, 
that the Sun Life that year wrote down 
or wrote off assets to the extent of 
$558,000? A.—That is right. 

Q.—Then what did they have on the 
other side of the account? How did 
they remedy that so as to make their 
solvency appear just as undoubted as it 
was the year before? A.—Whereas 
they had had some assets which had 
apparently shrunken in value, they had 
other assets which had apparently in- 
creased in value. 

Q.—And did they write up on other 
stocks they held the whole of that 
$558,000 7? A.—They did. 

Q.—What were they? A.—On one 
item of Mexican Light & Power Com- 
pany stock, which had cost them noth- 
ing according to their ledger account of 
it, they had entered a value of $40,000. 

Q.—Although so far as their ledger 
account that year showed, they had 
been made a present of them? A.—As 
far as the ledger account showed. 

Q.—Then were you curious enough to 
investigate and see whether they had 
really got them as a gift or whether 
they had paid something for them when 
they originally acquired them? A.— 
They had paid nothing for them other 
than what they had paid for the bond 
which they had acquired along with 
them, and the amount paid out for both 
the stock and the bonds was entered in 
the ledger under the amount paid out 
for the bonds. 

Q.—That is they had bought bonds 
which carried with them stock? A.— 
Yes. 

Q.—And they had put the whole price 
on the bonds and carried the stock in 
as not having cost them anything ? A. 
—Yes. 

Q.—That was interesting as a matter 
of bookkeeping. What did they do 
with the bonds when they wrote up 
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this stock of $40,000; did they write 
down the bond, too, or did they own 
the bonds then? A.—They did not 
necessarily own the bonds then. They 
may have sold them. That is, it was 
not necessary that they should hold the 
bonds, 

Q.—Does their return show whether 
they still held the bonds? A.—The 
statement would apparently show that 
they had sold the bonds. 


Q.—I do not want to delay the ex- 
amination. I would like you to see #f 
you can find out for me before your ex- 
amination is finally concluded, when 
and for what they purchased these bonds 
and this stock, and when and for what 
they sold the bonds. 
ever the fact may be as to that, they 
still had stock of the Mexican Light & 
Power Company on hand and_ they 
wrote that up to a ledger value of 
$40,000 from nothing? A.—Yes. 

Q.—Then the next writing up was 
$45,000 of the Georgia Railway & Elec- 
tric. How was that? A.—That stood 
in the same _ position. They had 
$100,000 of the stock which in their 
ledger stood them at nothing and now 
stands them at $45,000. 

Q.—Was that also stock incident to a 
bond-holding par? How did they come 
to have that stock for nothing? A.— 
I understand that all these stocks were 
obtained through bond-holdings, bond 
purchases. 

Q.—Does this show that they still 
had the Georgia bonds on hand or had 
they disposed of those too? 

Mr. Hellmuth: They had some 
Georgia Railway preferred stock. The 
common may have gone with the pre- 
ferred. A.—That is right; it may 
have gone with the preferred. I don’t 
see any bonds. 

Mr. Shepley : Then it may have been 
an incident to the preferred ? A.—Yes, 
it may have been bought in conjunction 
with some other similar transaction. 


Q.—Then there is something we can 
get at tangibly. When they write up 
the Georgia Electric common to $45.000, 
did they write down the ledger value of 
the Georgia Electric preferred? <A.— 
Not at all. 


Q.—They did not write it down at all? 
A.—No. 


Q.—Left it as it was. Then the next 
item is the Illinois Traction Company, 
$473,933.57, A.—That was also stock 
acquired which was in their books at 
zero, or at least a portion of it at zero, 
and which had been written up by 
that amount, $473,933.57. 


Well, then, what- — 
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Q.—Can you show that to me here? 
(Refers to blue book.) A.—A portion 
of that was stock which stood in the 
company’s books at zero and which had 
been written up to the amount of 
$473,933.57. A.—That was also stock 
stock that was purchased before the 
statement was made up and which cost 
them in account value $352,000, making 
up the total of $826,933.57, given in the 
return. 

Q.—Then to put that in a concise 
form, they had the Illinois transaction 
of a par value of $1,315,000; they had 
paid for it $353,000. Is that right so 
far? A.—That is right. 

Q.—And that $353,000 was all they 
had carried into the ledger asset? A.— 
Into their ledger assets previous to add- 
ing the— 

Q.—Then in 1904 they added $473,- 
933.57 to that, making a total of what 
is shown here as the ledger value of 
$826,000 odd? A.—Yes. 

Q.—And I suppose it is manifest that 
that sum was arrived at and made the 
exact sum so as to make these writ- 
ings up balancerall the writings down 
that we have asked about ? A.—That 
was it. 

Q.—It was not made with reference 
to any moneys paid out or with refer- 
ence to any exact value of the stock in 
the market or anything of that sort? 
A.—wNo. 

Q.—It was made to balance? A.— 
Yes. Merely an adjustment of ledger 
accounts. 

Q.—The result of that was that they 
had precisely the same assets that they 
had had the year before; they had 
shown a shrinkage in certain bonds and 
stocks to the extent of half a million 
of dollars, and they showed a corre- 
sponding appreciation in those stocks to 
the same amount? A.—To the total 
account value held at the end of the 
previous year they had written on that 
$558,000 and written off $558,000. 

Q.—The result being that they had 
precisely the same assets that they had 
before? A.—Well, not precisely the 
same assets. 

Q.—As far as this that we are talk- 
ing about is concerned, they had pre- 
cisely the same thing, precisely the same 
bonds and stocks? A.—They had, yes, 
but you said as at the end of. the pre- 
vious year. They had precisely the 
same as they had before the writing up 
or down was concerned. 

Q.—That is what I meant. That 1s 
better than the way I put it. Before 
and after the writing up they had pre- 


' cisely the same assets and they took off 
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half a million from certain of them and 
put that half million on others of them? 
A .—Yes. 


Q.—Now before we deal with the 
memorandum that you have prepared 
upon the subject, I would like to ask 
you if you looked for any means of their, 
justifying or criticizing this writing 
down and writing up with reference to 
the values of the assets themselves? A. 
—I don’t know just the scope of your 
question, Mr. Shepley. 


Q.—Perhaps it was not well put. 
Supposing any man has a block of stock 
or bonds, I suppose there is a way, if 
you have access to it, of finding out 
what the value of that is on any given 
day, what it will fetch in the market, 
for that is the value of it? A.—Yes. 


Q.—And no matter whether you wrote 
zero or a million dollars opposite that 
block of stock or bonds, it does not alter 
nae market value one whit, does it? A. 
— OQ, 


Q.—Then when you say half a mil- 
lion of assets written off and half a 
million of assets written up to corre- 
spond, were you in a position, or did 
you take means to put yourself in a 
position ‘to ascertain what the market 
value of those bonds was? A.—Wecer- 
tainly endeavored to get all the in- 
formation that we could as to what the 
market value was. 


Q.—What did you do by way of doing 
all you could to get information? Be- 
cause that is something that interests us 
very much. Did you make any in- 
quiries outside of the Sun Life office it- 
self ? That is an easy question to an- 
swer, is it not, Mr. Blackadar? A.— 
We made inquiries—well, I hardly know 
how to answer that. 


Q.—I cannot make it any simpler. 
Did you make any inquiries outside of 
the officers of the Sun Life Insurance 
Company itself? Did you go beyond 
them for information upon that sub- 
ject? That is not a hard question 
surely ? Can you answer it in that 
way? As I understand, it was you 
who made the examination yourself and 
of course you can tell us what you your- 
self did by way of inquiry into the 
market values. A.—I was assisted in 
this by Mr. Fitzgerald in making the 
examination. 

Q.—You know, of course, what you 
did? A.—T had with me all the finan- 
cial papers that I thought would bear 
on the question. . 

Q.—What do you mean by financial 
papers? 
tions and descriptions of these stocks. 


A.—Papers containing quota- | 
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Q.—Can you tell us what papers they 
were and where you got them? A.— 
The Insurance and Finance Chronicle of 
New York. We also had the Investors’ 
Review, and in addition to that I myself 
on one occasion I know made inquiries 
from a certain individual. 


Q.—Where? Have you any objec- 
tion to state? A.—No, Mr. Shepley. 
If you will allow me a minute I will 
explain. You are asking me if I had 
made any inquiries outside of the Sun 
officers ? 


Q.—Yes. A.—There was a gentle- 
man—I am not sure where he was from; 
I think it was Philadelphia—called upon 
me in the Windsor Hotel in the after. 
noon that I left. I inquired of him 
very carefully as to the market value 
of bonds that he was buying, or dealing 
in rather, and relating to some of the 
securities held by the Sun Life. 


Q.—Some of these securities we have 
been speaking about. A.—Yes. He 
gave a very flattering account of the 
particular properties under discussion. 
and as to their market value. 


Q.—Point out which of these bonds 
and stocks he was conversant with and 
talked to you about? Denver and 
Southwestern? A.—I might say they 
were not bonds mentioned in this par- 
ticular list. “They were stocks held by 
the Sun. 

Q.—But this list is what is under dis- 
cussion. A.—Oh, then I will take that 
back. I did not make any inquiries 
from outside sources as to these particu- 
lar stocks. 

Q.—Not even as to the stocks which 
had been written up by half a million 
dollars? A.—As to the bonds belong- 
ing to that company, I made inquiry. 

Q.—Which ones? A.—The Tllinois 
Traction Company as to the bonds and 
the property generally, I ascertained 
from him. 

Q.—These are not bonds. This is 
stock. A.—That the market value put 
upon that particular stock that had 
been largely written up was equal or in 
excess to what it had been returned by 
the Sun. 

Q.—Then was that the only one of 
these companies that he did give you 
information about, the one that was 
written up, $473,000? A.—That was 
the only one of these particular ones. 


Q.—These are the only ones I am 
asking you about. That is the only 
one he gave you information about and 
he came to you after your inspection 
and before you left Montreal? A.— 


Yes. 
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Q.—Came to the Windsor Hotel on 
purpose to see you so far as you know? 
A.—So far as I know. 

Q.—Did you know him before? A.— 
I did not, 

Q.—Did he tell you who sent him ? 
A.—Yes. 

Q.—Do you mind telling me who it 
was? A.—He was introduced by, I 
think, one of the clerks or officers of 
the Sun. 

Q.—He was said to be from Philadel- 
phia? A.—Yes. 

Q.—Is he a man whose name you 
know in financial circles otherwise ? A. 
—I am not certain, but J think it was 
Mr. Christianson, some such name as 
that. 

Q.—Whatever his name .was, was he a 
man whose name was known to you in 
financial circles apart from this single 
interview ? A.—I think so. 

Q.—You have known of him before ? 
A.—WNo, I have not. 

(Have you known hit since in 
financial matters? A,—I have seen his 
name mentioned since. 

Q.—Jn connection with matters of the 
Sun Life, A.—I am not certain where 
I saw his name. 

Q.—This gentleman came to you and 
was introduced to you as a gentleman 
from Philadelphia, I think you said, by 
an official of the Sun Life, after you had 
made some question about the value of 
this stock; you had a single interview 
with him and he spoke in roseate terms 
of the prospects of the Illinois Traction 
Company, and that is about the whole 
thing, is it not? A.—yYes, he gave me 
a great deal of information regarding 
that company. 

Q.—-What was the nature of the in- 
formation? For instance, I suppose he 
did tell you what the charter powers of 
this company were, what the company 
was incorporated for, what its purposes 
were, did he tell you that? What is 
the Illinois Traction Company, what did 
he tell you it was? A.—I am not able 
to recall that conversation, 

Q.—And apart from the papers that 
you speak of, you got no information 
from anybody else except from him and 
the officers of the compan? A —Officers 
of the company, 

Q.—So much for that. Now you made 
a memorandum upon that. (Reads ex- 
hibit 18.) You seem to have ascertained 
that there had been some sales in Jan- 
nary,» A.—Apparently, by the hooks of 
the company. 

Q.—That is the company had _ been 
selling some of this stock to its own 
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directors or they had been purchasing 
from the company? A.---Yes, 


Q.—At prices less very considerably 
than the price which they had entered 
as the market value, A.—-The books ap- 
parently show that. 


Q.—Did you make any other inquiry 
about those transactions? A.—Before | 
answering that let me explain that mat- 
ter of making inquiries as to the market 
value. That was not done at the time 
this memorandum or before that memo- 
randum was written, ,but during the 
compJetion or the continuation rather of 
the inspection in November and Decem- 
ber Jast. 


Q.—Then if I understand you, the in- 
terview of which you have spoken at 
the Windsor Hotel with the gentleman 
from Philadelphia named Christianson 
did not take place until after you had 
made this memorandum? A.—No, it 
was during the continuation of the in- 
spection which was interrupted owing 
to my illness in December, the last day 
before leaving. I was going to add that 
the inspection at which Mr. Fitzgerald 
was along with me was interrupted on 
account of my being taken seriously ill 
in December and I had to return home, 


Q.—I do not know that I will ask you 
any further questions about that at 
present. [ will put that memorandum 
in, Exhibit 18.) We will pass on 
to the next document, A.—I would like 
to explain, Mr, Shepley, that my hesi- 
tancy in answering these questions is 
not from a desire to withhold anything 
or not to answer. these questions you 
ask, My brain quite refuses to act, and 
also my tongue. I claim consideration 
on that account. 


Q.—I quite accept that, Mr. Blackadar, 
and I hope you will understand that I 
want you to take time. 


The Chairman: Jt is well that you 
should make that explanation, Mr, 
Blackadar. We accept it also, 


Mr, Shepley: I want you to feel that 
I am desirous of giving you every op- 
portunity. I do not want you to think 
that. I am hurrying you. T want you to 
give the explanations as clearly as you 
ean make them. I think T will take up 
now a memorandum which introduces a 
new name. ‘This seems to be in the first 
place a memorandum which has your in- 
itials to it, and it is headed “North 
American Life,” 

(Mr. J. A. Paterson, K.C., is present 
on behalf of the North American Life), 
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Then there is a valuation signed by 
Mr. Galley and then there is apparently 
a letter from Mr. Fitzgerald to Mr. Gold- 
man of the 14th February, 1906. This is 
a comparatively modern document, This 
is upon the returns of the North Ameri- 
can Life for the year 1905. Is that 
right? A.—That is right, 

Q—Is this memorandum in your 
handwriting or is it copied? A-—It is 
in my handwriting, ; 

Q.—And I see it is stamped with the 
stamp of your Department of the 14th 
of February, 1906? A.—Yes. 

Q.—Does that mean the date at which 
you submitted it? A—The date at 
which it was received at the office and 
stamped. 


Q.—Then your inspection of the North 
American Life this year was earlier than 
the date fixed for the filing of the re- 
turn? A,—It was 


Q.—The North American Life was in 
early with its returns? A.—Yes, 


Q.—Now your first head in -.is re- 
port, which will be exhibit 19, is “in- 
vestments in securities other than Can- 
adian.” Will you tell me first, what is 
the motive underlying that heading. 
why have you made a list of invest- 
ments and securities other than Can- 
adian? A.—In order to bring before the 
Superintendent of Insurance, and accord- 
ing to his instruction, such points in the 
statement as I thought he would be in- 
terested in, 

Q.—Was it intended to indicate in 
any way that you had some doubt with 
respect to the propriety of these _ in- 
vestments because they were in other 
than Canadian securities? A.—Not at. 
all as to doubt as to the securities, 

Q.—As to the power you did not feel 
any doubt? A.—I merely wished to put. 
before the Superintendent certain facts 
gathered from the statement. 


Q.—Won’t your recollection carry you 
any further than that? Why start 
with that heading? Why separate them. 
so to speak, from the general body of 
investment; was it just simply because 
they were not Canadian? A.—Well, 
there are certain points in that state- 
ment that I wished to bring before Mr. 
Fitzgerald’s attention, and I don’t know 
as I had any reason for arranging them 
in the particular order. in which they 
are given in the statement at all. 

Q.—I do not care about the parti- 
cular order, but giving them a particular 
heading, “Investments in securities other 
than Canadian” is the first heading and 
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you commence with “mortgage loans.” 
The mortgage loans are all made, if lam 
right in following this statement. 
in St. Paul. A.—If you repeat that ques- 
tion agains I do not want to pass over 
or not answer any question you are ask- 
ing. 

Q.—I did not know whether you may 
have felt in your misd, perhaps, this, 
properties in St. Paul are not properties 
that we can very well check the values 
of? A.—No, not at all. The idea |! 
had was to gather together in one state- 
ment all the securities owned by the 
company that were held outside of Can- 
ada or that were on property situated 
outside of Canada. 


Q.—Then you have here a total of six 
mortgages aggregating $116,901, all ap- 
parently upon St. Paul property. Were 
these mortgages all accompanied by val- 
uations. A.— I have not examined. 


Q.—You have just taken these items 
out of the annual statement. A.—Yes. 
If I remember rightly, Mr. Grant was 
with me and examised those, such of 
them as were new to the ledger ac. 
counts, not those that were not. 


Q.—You do not mean to say that they 
were not in fact examined, but you say 
you did not make the examination per- 
sonally? A.—I did not make the exami- 
nation personally but the items were 
examined. 


Q.—Then you have “Bonds of United 
States Corporations.” You have the 
Detroit United Railway, the Chicago 
& Milwaukee Electric, St. Croix Power 
Company, to an aggregate of $569,000 
book value. Are you able to remem- 
ber that there had been no writing up 
or down, does that mean what they 
paid out? A.—That is what they stood, 
the book value at the end of the year, | 
I cannot state off hand without looking 
at the statement, whether there had 
been any writing up or down. 


Q.—That $569,000 was the book value 
as against a par value of $583,000. A 
—Yes. 


Q.—Then your statement goes on to 
say, (reads). They held $400,000 par 
value of the bonds of that company; 
then was this stock, $40,000, appendant 
to that? A.—They were bought in con- 
nection with that as far as I under: 
stand. 

Q.—And all the book value carried in- 
to the bonds and none carried into the 
stock? A.—That is it. 

Q.—Then “C”, bonds and stock, loans 
on United States securities. (Reads.) 
“Ninety-eight shares Mackay prefer- 
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red.” What is the Mackay Company? 
A.—That is a foreign corporation. 

Q.—What is its business? A.—I think 
it owns different cable companies. 

Q.—On which $4,000 has been loaned. 
Do you know what the value of those 
loans was? A.—Merely loans on the se- 
curities of those stocks. Call loans. 

Q.—Do you know whether any of them 
were what is known as margin loans? 
A.— Well, they were margin loans. The 
par and the market value were in excess 
They were loans on margins, that is 
there was a margin of market value. 

(Q.—You mean there was a margin of 
security over and above the amount 
loaned. That is not whatI mean. Do 
you know whether these were loans ob- 
tained by people who were carrying the 
stock on margin? A.—Oh, they were 
loans, I have no doubt, to brokers. So 
much money loaned and so much stock 
deposited. 

Q.—Did you see the bonds themselves? 
A.—Oh, we saw the bonds, yes, we saw 
the securities. 

Q.—Saw these very bonds? A.—Yes, 
saw those bonds and that stock. The 
company held those securities. 

Q.—Then they had $277,300 out on 
loan on these bonds and stocks. Then 
loans on the company’s policies $11,601, 
and cash in bank $1,208. That looks 
like a very small amount of loans on pol- 
icies. A—Well, they have not very 
many policies; they have not been do- 
ing business for very long outside of 
Canada, and thus they have not a very 
large amount loaned on these policies. 

Q.—On policies held in the United 
States. Then ‘Reinsurance Reserve” 
put in in red ink. Is that your writ- 
ing? A.—No, that is not my writing. 
That is Mr. Grant’s, I think. 

Q@.—Mr. Grant has written, Re-Insur- 
ance Reserve, Foreign business, December 
31st, 1905, $369,969.” What is the signi- 
ficance of that to your way of thinking 
as compared with the amount of the for- 
eign investments? A.—That I have no 
doubt was put in for Mr. Fitzgerald’s 
euidance, probably under his instruc- 
tions, to guide him in the action he was 
taking. 

Q.—Supposing it was put in for your 
cuidance what would it have indicated 
to you? A.—It would have indicated to 
me that the total assets, as I have 
made it up in foreign countries, was that 
much, $976,000, and the reserve only 
$369,000. 

Q.—Then would it be fair to say that 
the foreign investments were out of 
proportion to the reserve upon foreign 
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business. A.—It was very much larger, 
yes. 

Q.—So much as to be disproportionate? 
Perhaps I will get it in another way. Is 
it your view that this question has any- 
thing to do with the statute which fixes 
the ten per cent. upon the amount to be 
maintained for the foreign reserve? A. 
—Well, in making up this statement, I 
was merely getting the facts and leaving 
it to Mr. Fitzgerald to deal with as he 
saw fit. 

Q@.—You have the statute there? A.— 
Yes. Of course, it would indicate that 
that was very much greater than the 
additional ten per cent. 

Q.—We will look at the statute for a 
moment, so that we can see whether it 
does concern this question or not 
before we go'any further.. This is what 


_the statute says, section 50, subsection 


4, (Reads.) 

First, is this North American Life 
Company required by the law of the for- 
eign country to maintain investments 
there to any extent? A.—Yes. 

Q.—To what extent? Would they have 
any right as matters are with them to 
exceed $100,000 except for the purpose 
of maintaining a reserve under subsec- 
tion 4. Is that question plain to you? 
They cannot go over $100,000 unless it 
is necessary to the maintenance of a re- 
serve in respect to the foreign business 
under subsection 4, unless they are re- 
quired by the law of that country to 
that with this company, does subsection 
4 apply to this company in your view, 
Mr. Blackadar? A.—TI think that sub- 
section 6 probably deals with that. 

Q.—That is where it does business else- 
where than in the United Kingdom and 
the United States That is not this 
company is it? A.—I thisk so. 

Q.—Where is it doing business be- 
sides? A.—I can give you that. The 
company does business in the “tates of 
Illinois, Maryland, Michigan, New York, 
New Jersey, Pennsylvania, Washington 
in the United States of America, and 
the Bahamas and Bermuda. 

Q.—Section 6 provides (reads): Does 
this company do business in England? 
A—I think not, unless it has started 
lately. 


Q.—Do you know what its Bahama 
and Bermuda policies amount to, what 
the reserve upon those would be? A.— 
I have not any separate return for 
that. 

Q.—Well, probably Mr. Grant, when 
he said foreign business, included all 
that? A.—I think so, 
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Q.—Then the reserve would be $369,- 
969 in respect to the foreign business, 
and do you or not understand by the 
requirements of section 50 that the for- 
eign investments should not exceed 10 
per cent, over that reserve? A.—Well, 
these are questions that I do not pre- 
tend to interpret. There are certain 
duties that Mr. Fitzgerald looks after 
almost exclusively, and if you could 
leave such questions to him I think he 
would be able to do more justice to 
them. 


Q.—Perhaps I shall ask him about 
these questions also; I have no doubt 
that I shall if we have the good fortune 
to meet again, but what I want to know 
now is whether or not you, because you 
are an expert in insurance, and you 
know this act very well, I want to know 
your view as an officer of the depart- 
ment, do you conceive that that ought 
not in the circumstances of the North 
American Life to have been exceeded by 
10 per. cent. in the maintenance of for- 
eign investments? A.—That is the way 
I understand it, 


Q—Then the statement goes on 
(reads). Now just show me from the 
company’s statement what you have 
spoken of here as the omission of these 
two latter items of American invest- 
ments and the insertion in their place 
of the New York insurance department 
deposit? A.—I have not the return for 
1905. That can be obtained. 


Q.—Was the return for 1904 the same? 
A.—It was in the same form, 


‘Q.—Perhaps that will do for my pur- 
pose if you say that the return for 
1905 was in that respect in the same 
form, I just want to see the form of 
it. A.—On p. 300 of the blue book for 
1904, *The assets as returned contained 
the loans on real estate and loans on 
policies and the book value of the city 
of Halifax bonds on deposit with the 
New York insurance department. Alse 
eash in ‘banks. 


Q.—Amounting to $261,298. Now 
then, what ought to have been there in- 
stead of that? A.—I am not attempting 
in this to state what ought to have been 
there. 


Q.—No, but what would have been 
there if they had been enumerating 
. these two items as assets outside of 
Canada? In the first place, I want you 
to show me the heading which would 
cover assets or investments outside of 
Canada, Is this it here, “Business done 
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outside of Canada, assets as per ledger 
account,” These two were omitted al- 
together, bonds $277,000 and the stock 
anu bonds $569,000, and instead of that 
you have this deposit with the New 
York insurance department? A.—In 
that respect I am endeavoring to give 
in this statement what I consider the 
actual securities on property outside of 
of Canada. In the statement that the 
company send in, a different interpreta- 
tion is placed upon what is meant by 
assets outside of Canada. 


Q.—They have said, business done 
outside of Canada, and then under that, 
assets as per ledger accounts and these 
are the statements of that? A.—No, 
these loans are made to parties in Can- 
ada and the securities held in Canada, 
although the stocks and bonds them- 
selves are in foreign corporations, The 
same with the stocks and bonds owned. 
They are held at the head office of the 
company in Canada, but on securities 
owned outside, 


Q.—Then I think we understand that. 
At all events in the statement they are 
not enumerated among investments 
made outside of Canada? A.—No. 


Q.—Then where does the New York 
deposit come in in the statement of the 
year we are considering, is that there 
also? A.—That is here, yes, in the 
same form. 


Q.—Does the state of New York seem 
to be the only one that requires a de- 
posit from this company? A,—That is 
apparently the only one. 


Q.—That is the only one that their 
return indicates? A.—Yes, 


Q.—Then you add, ‘‘as was done last 
year” (reads). How do they come to 
own a seminary in New Brunswick, iis 
that a foreclosure of a mortgage or is 
it a building that they have owned and 
rented for a seminary? A.—Those 
items Mr. Fitzgerald has kept track of 
exclusively and he can give particulars. 


@.—Then comes Mr, Fitzgerald’s let- 
ter of the 14th of February to Mr. 
Goldman (reads), Do you know of any 
reply to this? A,—I am not aware of 
any. 

Mr. Paterson: There is a reply, Mr. 
Shepley, of March 3rd. I have a copy 
of it. You may verify it after, 

Mr. Shepley: Perhaps if you will let 
me take the copy so that I may con- 
clude the subject with this gentleman. 
If you give it to me as a copy 1 wil) 
take it as such (reads letters of Mareb 
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3rd, 1906, to Mr, Fitezgerald), I will 
add this to make Exhibit 19 complete 
and Mr. Grant will verify that as a 
copy afterwards. It is a logical part of 
this exhibit. Here is another of the 
North American Life on the return for 
the year 1904. This information of the 
preceding year, a report signed by Mr, 
Blackadar (reads Ex. 20). Perhaps you 
can show me just what you mean by 
that? A.—In this particular item, the 
synopsis of ledger account, items of 
stocks and debentures written up was 
omitted from the statement as origin- 
ally sent in, 


Q.—The blue book then contains that 
$24,665 which was not included in the 
return? A.—Yes, page 298 of the blue 
book. 


Q.—Then did you observe, “written 
off agents’ advances $24,665.” What are 
agents’ advances? Amounts due by 
agents? A,—They are amounts of money 
advanced to agents to be earned by way 
of commission on business that they 
take in or renewals on the business, the 
premiums they send in. 


Q.—Do they sometimes find under 
those heads money that have been re- 
tained by agents that ought to have 
been returned? A.—Well, not so much 
that as moneys that have been advanced 
to agents before they have been earned. 


Q.—Does the writing off of that indi- 
cate that agents have been forgiven a 
debt of $24,665? A.—It would indi- 
cate that. Well, no, I beg pardon. I 
don’t mean to express that; that amount 
might be written off as far as the re- 
turn made to us is concerned, but still 
the company may have a claim against 
the agent. 


Q.—Perhaps it would be among the 
had and doubtful debts? A.—We con- 
sider them bad and doubtful, but the 
company may possibly consider them 
good and try to collect them in the 
future. 


Q.—Is the item advances to agents an 
item that is found year by year in these 
returns? A.—In a great many of them. 
but not all. . 

Q.—Well, is it clear that that 
$24,665 written off was the motive for 
the writing up of the same amount in 
the bank stocks? A.—The two trans- 
actions are so closely connected that it 
was probably due to that reason. The 
company considered that this was in 
the nature of a ledger asset that was 
written off, and it could be properly 
offset by writing up another ledger as- 
set « 


Blackadar Ex’d. 


Q.—Now that memorandum goes on 


to state, “Upon further examination of 


the books of the company” (reads to 
“commission account.) Ig that the 
same thing as agents’ advances? A.— 
Tt is a similar item. 


Q.—You mean the same thing, when 
you say first commission account you 
mean the same thing as written off 
agents’ advances, do you? A.—It 
would be in that. The money that was 
advanced had been written into com- 
mission account and was merely trans- 
ferred. 


Q.—*Mr. Goldman’s explanation 
was.” (Reads.). That would indicate 
that Mr. Goldman’s idea was that they 
were never going to get it back from 
the agents ; that it was a lost asset as 
far as that was concerned? A.—Yes, 
he considered that it was not sufficient- 
ly good to be put among the assets of 
the company. 


Q.—And he did not think it was un- 
der the circumstances an item that 
should be treated as part of the ex. 
penses of that year? A.—No. 


Q.—“As this money was advanced tp 
the agents during the year” (reads to) 
“have accordingly placed it there.” Did 
it stay there? A.—It stayed there. 
This report was made in consequence of 
Mr. Goldman’s contention that it was 
quite proper to have it treated as a 
writing off of a bad asset rather than 
as an expense. I told him I would sub- 
mit my view to Mr. Fitzgerald, and if 
approved it would go in with the state- 
ment as I had corrected it. 


Q.—Then your view was accepted by 
Mr. Fitzgerald? A.—It was. 


Q.—In February, 1905, you made a 
report on the subject of the Imperial 
Life Insurance. Apparently very much 
of the same thing. (Reads Exhibit 
21.) The first is an item very much 
like the other? A.—Yes. 


@.—But I do not understand this for 
the moment. What is that about the 
“basis of reserve being misleading” ? A. 
—“State table of mortality and rate of 
interest employed in computation or 
where an estimate only is given state 
the basis of such estimate.” In the 
statement that has been put in, based 
on the institute table, interest at 3 1-2 
and 3 per cent. J objected to the $ 
per cent, being in there. 


Q.—Will you translate that into the 
vernacular for me, “Three per cent. for 
insurance” ? A.—There are two 
classes of business done by this com- 
pany, the assuring of lives, that is the 
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great bulk of the business. The com- 
pany also has a few annuities on its 
books. It was stating the basis of the 
valuation of the policies, of the assur- 
nnces, that that was in there. The 
basis for their computation of the an- 
nuities was upon a different table. 

Q.—Well, then, the 3 per cent. for as- 
surance ought to be struck out? A.— 
The 3 per cent. the “3” ought to be 
struck out. 

Q.—How does that come to be put in, 
because they were trying to bring in in 
one sentence the two different methods 
of computation? A.—Well, if it was 
put in in that way it would be apt to 
mislead the public, that they were using 
a lower valuation basis than the 2 1-2 
per cent., which was really the valuation 
basis employed in the valuation. 

Q.—There was a 3 per cent. computa- 
tion, but that was in respect of the 
guaranteed surrender value at the end 
of the investment period, and had noth- 
ing to do with the present application 
‘of the company with respect to the re- 
Serve, which was calculated at 3 1-22 
A.—At 3 1-2. 

(Adjourned to 10 a.m, on Wednesday. 
21st March.) 


SEVENTH DAY. 
Ottawa, March 21st, 1906. 


The Commission resumed at 10 a.m. 

Examination of Mr. A. K. Blackadar 
by Mr. Shepley continued : 

Q.—I understand there was a matter 
about which you were interrogated yes- 
terday, as to which you wish to add 
something. You thought there was 
some interruption to an answer you 
made with respect to some question ask- 
ed about the Sun Life. You are, of 
course, entirely at liberty to add any- 
thing further that you desire to say. 
Am I right about that? Do you desire 
to add something to an answer you 
made me yesterday? A.—It was not 
in respect to an answer, but the memor- 
andum or the report that you read was 
one that was made after a partial in- 
spection of the company, and it con- 
tained a remark at the end of that 
memorandum to the effect that the 
books of the company would indicate 
that several lots of bonds were sald in 
January at a lower value than what was 
entered in the company’s return as the 
current market value. Before’ that 
subject was finished I was desirous of 
explaining how that matter arose. how 
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it was that the company came to ap- 
parently sell the stock at a lower price 
than what it was entered in the return 
as having been paid for. 

Q.—Then you are quite at liberty to 
go on and make whatever statement 
about that you think proper. This is 
the document itself; perhaps this will 
help you, and the clause is at the bottom 
of that page? A,—The $580,000 Illinois 
Traction Company’s preferred stock was 
purchased near the close of the year in 
exchange for $353,000 par value of bonds 
of the St, Louis & Springfield Railway 
Company and the Tilinois Central Trac- 
tion Company, which stood in the com- 
pany’s books at about 85, and whose 
market value was placed at about 
92 1-2. ‘his would make the cost of 
the stock 60.8, if based upon the par 
value of the bonds, and about 56 if based 
on the market value of the bonds given 
in exchange. By virtue of a resolution, 
which is appended to this memo., sev- 
eral of the directors claimed that they 
were entitled to participate in this- 
purchase, and one of them had given 
notice in advance of the exact amount 
he wished to purchase. The books of the 
company recorded the sales of the bonds 
given in exchange as having been made 
at part instead of the actual market 
value of 92 1-2, thus recording an ap- 
parent. gain of 7 1-2 points, which gain 
in respect of small blocks of this stock 
bought by or transferred to directors 
fin January, 1905, had to be reversed 
and treated as losses in the books, The 
resolution to which I refer read as fol- 
lows: “Extracts from the minutes of 
the meeting of the Board of Directors of 
the Sun Life Assurance Company of 
Canada, dated 30th December, 1902, all 
the directors, nine in number, being 


present. General business, in quotation 
marks. In view of the fact that the 
volume of very attractive securities now 
being offered to the company is greater 
than it can purchase, and with a view 
of enabling the company to take large 
blocks of the different securities for 
itself and its friends, and thus obtain- 
ing better terms than it otherwise could, 
at the same time also enabling it ta 
scatter its investments more than it 
could if it had to retain all such large 
blocks for itself alone, it is desirable 
to authorize the management to divide 
such blocks with other financial corpora- 
tions, and also to allow any directors 
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who may desire to take part of such 
blocks of securities for themselves as in- 
dividuals, to do so, on the same terms 
as those of the company’s own holdings. 
but to be kept entirely distinct from 
and independent of the company’s own 
purchase, the company not in any way 
assisting in financing for such, Certified 
correct extract, (Signed) T. B. Me- 
Cauley, secretary. Resolution read, dis- 
cussed and approved.” 

()—Now, before I ask you any ques- 
tions about that, do you desire to add 
anything to what you have said, or is 
that now a complete statement of what 
you desired to say? A—I do not recol- 
lect any other point. 

Q.—Now, as I understand it, the state- 
ment that you have made this morning 
is a statement of the facts as they 
were explained to you at the time. Am 
I right about that? A,—Explained to 
me at which time? 

Q.—At the time upon which you were 
making your’ investigation? A,—Well 
at the time of making the investigation 
in the latter part of November. 


Q.—And who was it made the explana- 
tion to you? A.—The secretary, I he- 
lieve, of the company. 


Q.—The secretary whose name appears 
in this resolution? A.—yYes, 

Q.—T. B. McCauley? A.—Yes, 

Q.—Was that before or after—I think 
you told me this yesterday, but I want 
to be sure—was that before or after you 
had drafted and put in the report whieh 
we were discussing’ yesterday? A—It 
was after, 


Q.—You told me that yesterday, I 
think, that it was afterwards. So that 
the information which you have given 
us this morning more fully than you did 
yesterday is information which you ob- 
tained after you had written the clanse 
in the report to which attention has 
heen called? A.—Yes, 


Q.—Let me just ask you a question 
or two about the transaction itself as 
it was explained to you, The $580,000 
of preferred stock in the Illinois Trac- 
tion Company was purchased, you say. 
near the close of the year? That was 
what year? 1904? A.—The year 1904. 


Q.—Purchased near the close of the 
year, and what you say was given for 
it was $353,000 par value of the St. 
Louis & Springfield bonds?) A.—That is 
the way I understood the transaction 
from looking over the books 


Q.—In your report you state this: 
“Purchased in exchange for bonds, par 
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$580,000, account value $353,000”? A — 
Yes, 

Q.—Do you think that expresses the 
same idea that the $580,000 was bought 
by handing over bonds to the par value 
of $353,000? Just look at that, You 
see ‘the account value is $353,000? A.— 
That is the value at which the trans- 
action went through the ledger accounts 
of the company in treating the transfer. 

(.—Let. us: start before. the bonds 
were purchased; the company had some- 
thing which stood them in their account 
$353,000? A.—Yes, 

Q.—Vhat is right? A,—Yes, 

Q.—That was the St, Louis & Spring- 
field bonds, was it? A.—two blocks of 
similar ‘bonds. 

Q.—When you say similar bonds, it 
was $200,000 St, Louis & Sprinfield, and 
$153.000 Ilinois Central; is that right? 
A.—tThat is right. 

Q.—What had that—or perhaps you 
eannot tell me—what had that cost the 
company? A.—The cost as far as I can 
recollect was 85. 

Q.—Then $353,000 was the par value 
and not the cost? A.—Not the cost. 

Q.—Not the ledger value? A.—No, 

Q.—Then $353,000 of bonds was ex- 
changed, was handed over, by the corm- 
pany in exchange for $580,000 Illinois 
Traction, par value? A.—That is the 
way I understood the transaction, 

Q.—That is the way it was explained 
to you? A.—Yes, 

().—Then did the books show the mar- 
ket value of the St. Louis & Spring- 
field as well as the market value of 
the Illmois Central bonds at the time 
of the transaction? A.—The books of the 
company did not show the market 
value; it was only the book value or 
the account value that the ledgers of the 
company would show. 

Q.—The Illinois Central at that time 
showed 85 cents on the dollar as book 
value? A.—Yes. 


Q.—And what did the St, Louis & 
Springfield show? A.—About the same 
amount. 


Q.—Was it precisely the same, do you 
know? A.—I could not say precisely, 


Q.—It was about 85? A.—About 85. 


Q.—And what do you mean when you 
say the market value was placed at 
about 92 1-2? Do you mean that was 
put in the books as market value?) A.— 
Not in the books, but in the return as 
made to the Department. 


Q.—In the return made to the De. 
partment? A.—Yes. 
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Q.—I think you have explained that 
now. Now. tell me, please, as far as 
you can recollect, just what was said to 
you about this resolution, and about the 
directors taking part, participating in 
this purchase? A.—That is a matter 
that I could not state. My memory 
would not go to that extent of repeat- 
ing a conversation. 


Q.—Or even the effect of it? A.—I 
think the effect as expressed perhaps 
in that resolution of the company, fol- 
lowing their rights as given to them by 
that resolution, but that it was an un- 
fortunate mistake that the direetors 
themselves had not given notice ta the 
management or to the parties who were 
making the purchase of the _ exact 
amount of stock they wished to take. 


Q.—Except in one instance? A.— 
Except in one instance. 


Q.—Do you remember who that was, 
the one who had given notice?. A.—IJ 
could not state positively. 


Q.—You cannot from memory state? 
A.—No. 


Q.—Can you tell from memory 
whether or not the amount named in his 
notice was the amount which he subse- 
quently took? A.—As far as I recol- 
lect it was. 


Q.—Did your inquiries develop the 
precise quantities of these securities 
which were taken by each one who did 
take? A.—I did not look into that ; 
that is, I did not make a note of it. 


Q.—As a matter of fact, whose se- 
curities—because it was not money— 
whose security paid for this block of 
stock ? Manifestly was it not the se- 
curities of the company? A.—Ihat is 
the way it showed. 

Q.—Well, it was so in fact; you have 
no reason to suppose that the $353,000 
of bonds were not the property of the 
company; they did not hold in trust 
for anybody? A.—wNo. 

Q@.—Then the terms of the resolution 
were not strictly observed, because the 
company was not to assist in financing 
so far as any acquisition of stock by 
the directors was concerned. However, 
T need not ask you, because it is mani: 
fest upon the face of it? A.—Upon the 
face of it, yes. 

Q.—The company did finance, and the 
directors subsequently took the benefit 
to an extent which has not yet been 
shown? A.—Yes. 

Q.—The books do show, or did show, 
did they not, just how much of the 
$580,000 went to directors? A.—It 
showed just how much. 
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Q.—In what year would that be 
shown? A.—That would be shown in 
the year 1905. 


().—Lhe transaction with the directors, 
so far as the books are concerned, shows 
as having taken place in 19052? A.— 
Yes. 


Q.—So that, so far as the books are 
eoncerned, they show the acquisition of 
the stock in 1904 by the company and 
the holding of the stock by the com- 
pany until some time in 1905? A.— 
Till a few days after the beginning of 
1905 


*“Q.—Do the books show that the di- 
rectors paid the company? A.—Cer- 
tainly. 

Q.—And put them in funds to the ex: 
tent of the holding which the directors 
took? A.—Necessarily so. 

Q.—Have you convenient the return 
of this company for 19095? A.—This 
is it. 

Q.—Does that appear anywhere in the 
returns of 1905, either directly or in- 
ferentially? A.—Not directly or in 
ferentially. 

Q.—Is the traction stock which the 
company remained owners of after the 
transaction with the directors still, ac- 
cording to this return, in the possession 
and ownership of the company? A.— 
Repeat that, please. 

Q.—Does this return show that the 
company at the end of 1905 owned what 
was left of the Illinois Traction stock ? 
A.—Illinois Traction preferred. 

Q.—How much? A.—Par value 
$754,500. 

Q.—Was it the difference between 
$754,500 and the $580,000—no, it eannot 
be, of course. Where does that come 
from? Show me in this memorandum 
where it is? Where is the rest of the 
traction stock in this Exhibit 18? A. 
—$1,315,000. 

Q@.—Was the difference between 
$1,315,820 and $754,500 what the direc- 
tors took? A.—Not at all, not neces- 
sarily. 

Q.—That had not necessarily any con- 
nection with it? A.—No, because of 
the fact that transactions whereby the 
company may have added to the stock 
or may have sold portions of the stock 
during the year would enter into the 
books. 

).—And that would find no place ‘in 
the returns? A.—No place in the re- 
turns 

Q.—And you cannot say that there is 
that connection between them? A.— 
Na. 
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Q.—One other question about your 
statement of this morning. When you 
Say that the apparent gain of 7 1-2 
points in respect of the small blocks of 
the stock bought by or transferred to 
the directors had to be reversed and 
treated as losses, what do you mean by 
that? A.—I mean that when these 
St. Louis and Springfield bonds and the 
Illinois Central traction bonds balanced 
off the books, they would show an ap- 
parent gain in sale of securities over 
and above the 85 which they had cost, 
and which was in the book— 

Q.—That was an apparent gain be- 
cause of the entry. which was a mere 
book entry, of market value of 92 1-2? 
A.—Of market value of par ; this would 
record gains and sales of securities in 
the case of the sales of these two blocks 
of bonds. 

Q.—As a matter of fact you were 
dealing in this statement with the small 
blocks transferred to the directors in 
January ? A.—Yes. 

Q.—In respect of that, aceordiig to 
the statement you have given us this 
morning, there would be neither a gain 
nor a loss in fact? A.—In fact there 
would be neither a gain nor a loss. 

Q.—And the reversal of an entry of 
apparent gain does not really mean a 
loss? A.—Not at all. 

Q.—It means getting that entry out 
of the way and reducing the transaction 
to the simple form of transaetion which 
was not accomplished by either gain or 
loss 2? A.—Yes. 

Mr. Shepley: I think it will be con- 
venient—because the _ resolution is 
attached to it—to put in Mr. Blacka- 
dar’s statement. It is on record now 
on his statement of evidence. (Ex. 22) 

Q.—Are these the same reports that [ 
had yesterdav? Is the bundle the same 
as was here yesterday? A.—I think some 
more have been found. , 

Q.—Take up this one: this is one that 
was here yesterday. I see here a re- 
port of yours dated 13th February, 1906, 
sigsed A. K. B., which is your signa- 
ture, as I understand it, with respect of 
the Imperial Life. You made your in- 


spection early in the year with regard, 


to this company also? A.—Yes. 

Q.—This company having anticipated 
the date fixed by the statute for the 
returns? A.—Yes. 

Q.—And I suppose it would be within 
a few days before the 13th February 
that you made your inspection? A— 
Yes. 

Q.—Can you tell me before I start at 
the minutiae of the report, from your 
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memory, what the circumstances were 
which seemed to you to call for a special 
report? A.—In this case I do not think 
there was any points in it that seemed 
to call for a special report. I was 
merely asked by the Superintendent to 
make to him in the case of the compa- 
nies I was then examining any notes 
which may be of interest to him. 

Q.—That was something that was, so 
to speak, superimposed upon your rou- 
tine duties? A.—Yes. 

Q.—This year? A.—Yes. 

Q.—You were asked to make rotes of 
any matters that struck you in the case 
of all the companies that you inspected? 
A.—In the case of—not all—-well, it 
practically covered all. 

Q.—What do you mean when you say 
“it, practically covered all?” A.—Well, 
the instructions referred particularly to 
the life companies. 

Q.—All that we are interested in? A. 
—Yes. 

Q.—Do you know by reason of any 
discussion with Mr. Fitzgerail, why 
these instructions were given this year, 
which had not been given before? A.— 
IT cannot say as I can give Mr. Hitzger- 
ald’s reasons, but no doubt they were 
actuated by the fact that he would be 
about to look into the matter of making 
changes in the Insurance Act, and in the 
form of statements, and want2d to be 
familiar with every phase of the com- 
pany’s business. 

Q.—That leads me to ask you, were 
you aware that changes in the law were 
contemplated? A.—I think that was 
known from Mr. Fitzgerald’s published 
reports, that he has had in contempla- 
tion changes. 

Q.—For some considerable time? A.— 
For a short time. 

Q..When you say a short time how 
long do you mean? A year or two years 
or three years? A.—Within the last two 
years. 

Q.—Within the last two years it has 
been known that Mr. Fitzgerald had 
changes in the law in eontemplation? A. 
Yes. 

Q.—You have no doubt, though you 
do not speak of any actual conversation 
with him, that it was in consequence of 
that that he asked you to make these 
reports to him, or these observations 
upon anything you observed? A.— 
I think probably that was his idea. 

Q.—With regard to the Imperial Life, 
this begins. ‘‘Amount due for reinsur- 
ance, $20,000”; this is reinsurance of a 
policy on the life of the late Senator 
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Fulford in the Confederation Life. I 
understand the Confederation disputes 
the claim, upon what ground I have not 
learned. What does “Amount due for 
reinsurance” mean? Is that an asset? A. 
—In the case of this company it would 
be an asset. 

Q.—That was a sum of $20,000 which 
they expected to get from the Confed- 
eration Life? A.—Yes. 

Q.—Being the amount of a reinsured 
policy on Senator Fulford’s life; is that 
right? A.—That is right. 

Q.—And the return included that as 
an asset? A.—It did. 

Q.—And your observation upon it is 
merely that the Confederation disputes 
the claim, though you do not know upon 
what ground? A.—I do not know upon 
what ground. 


Q.—Has there been any official action 
in connection with that asset so far 4s 
the return is concerned? A.—It was not 
necessary; it was merely in the nature 
of a memorandum. 


Q.—I quite understand that, but there 
has not been any official action; that 
has not been reversed as an asset, or 
taken out of the assets? A.—Not at all. 


Q.—Then the next is “loans on stocks 
and bonds; the two main loans are to 
the Provident Investment Mortgage and 
Guarantee Company, $25,000. This lat- 
ter company bought the Metropolitan 
Bank stock from the Imperial about two 
years ago, paying about $208,000 for 
$100,000 cf stock. The stock is now 
held as follows:—S. W. Wood in’ trust 
270 shares; F. G. Cox, 300; T. Bradshaw, 
230% elie AS. , 200. That statement 
to the effect that the shares are held in 
trust for the Imperial Life Association. 
There is a loan of $170,000 wtpon this 
stock.” Take these items separately. 
First there is the Provincial Investment 
Mortgage and Guarantee Company, 
$250,000. What is the observation about 
that loan? A.—Nothing that I— 


Q.—How was the Joan secured? A.—It 
was secured by a transfer to the com- 
pany of this $100,000 of stock. 

Q.—I am afraid I have not grasped the 
effect of the transaction. The state- 
ment says, “About two years ago the 
Provident bought Metropolitan Bank 
stock from the Imperial?” Is that 
right? A.—Yes, that is right. 

Q.—Paying about $280,000 for it. Did 
they pay it? Did they pay the $208,000? 
A.—They paid the $208.000, taking, of 
course, a loan—they paid the difference 
between what the loan was— 


Q.—What was the loan? A.—It is 
stated here. 
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Q.—$170,000? A.—yYes. 

Q.—There is $170,000 of the $208,000 
which remained on loan, and the differ- 
ence was paid in cash? A.--That is 
right. 

Q.—And these four gentlemen held dif- 
ferent blocks of these shares of Metro- 
politan as trustees for the Imperial Life 
as security for this loan? . A—As secur- 
ity for this loan. 

Q.—What is the market value of the 
Metropolitan stock? A.—I think it is 
about $197,000, possibly at the present 
time, a little over $200. 

Q.—Then that $170,000 forms part of 
the $250,000, and the balance is $80,000; 
how is that secured? A.—It is secured 
by $90,000 bonds for the International 
Transit Company. 

Q.—What is the International Tran- 
sit Company, do you know? A.—That 
is a company, I think, which owns an 
electric railway between the American 
and Canadian towns of Sault Ste. Marie. 


Q.—That is one of the Lake Superior 
Corporation companies? A.—Yes. 

Q.—They have an electrical franchise 
between the American and the Canadian 
side? A.—yYes. 

Q.—The bond issue, you say, is $512~- 
000? A.—Yes, 


Q.—Do you know who holds the rest 


of that issue? A.—TI have no means of 
knowing. 


Q.—You do not in fact know? A— 
No. 


Q.—You have dealt here with theaf- 
fairs of the Transit Company. I will 
rum over this, but it need not appear on 
the notes of evidence. (Reads.) “Five 
months, July to November, $14,477; and 
for the whole eleven months it is $13. 
493.” Ts that because during the rest 
of the year it was run at a loss? A.— 
The winter months it is run at a loss 
usually. 


Q.—Then you have profit on sa'e of 
securities? A.—That item is merely 
ceiving the details which go to make up 
the statement which is entered there. 


Q.—Then there were two securities 
which were realized at the cost price 
only, the National Trust and the Can- 
adian Northern. Here is an item I do 
not understand: “The increase of assets 
during the year has been altogether in 
morteage loans on real estate.” You 
mean that there are more assets of that 
kind than any other kind, or what? A. 
—I mean to imply there’ that the com- 
pany’s investments during the year had 
been in the direction of mortgage 
loans. 
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Q.—That is in comparison with other 
kinds of investments, the investments 
upon mortgages on real estate have in- 
creased ? A.—Have increased. The 
sales from bonds about counterbalanced 
the purchases, 

Q.—You do not mean to say that the 
mortgages that they held had increased 
in value ? A.—Oh, not at all. 

Q.—These small blocks of bonds were 
purchased as_ fololws ? Shawinigan 
Water Power Company, $24,500; over 
par $25,000; British Columbia Electric 
Railway Company a little under par. 
$24,000 ; London Electric Railway a lit- 
tle over par; Winipeg Street Railway a 
little over par ; City of Edmonton a lit- 
tle under par; village of Tara a little 
under, and Brabordeen School district— 
where is Brabordeen? That seems to 
be a buoyant security, considerably over 
par? (Ex. 23.) A.—I could not say 
where that is. 


Q.—Take next a report of yours of 
the 20th February, 1906, with regard to 
the Manufacturers’ Life ; that was also 
a company which made a yearly return 
for 1905 apparently? A.—It was. 


Q.—And you made your _ inspection 
shortly before the date of this report ? 
A.—I did. 

(.—Do the same observations apply to 
this report as to the last one; that is 
as to its origin, its inception, that it 
was not made because of any special 
features about it, but in pursuance of 
Mr. Fitzgerald’s policy to have you re: 
port with regard to all, or were there 
some special features that you would 
have made your report anyway? A.—I 
do not know as I ean eliminate Mr. 
Fitzgerald’s instructions: and what 1 
would have done independently in the 
case of any of these companies. 7 
would have used probably my own— 


Q.—It is not unfair to you to say 
that in the past. up to this year, you 
seem to have only reported where some- 
thing particular struck you? A.—That 
is it. 

Q.—As being questionable or properly 
a matter of comment? <A.—Yes, that 
is right. 

Q.—This year, as TI understand it, you 
have reported indifferently? A.— 
Somewhat more fully. 

Q.—And indifferently ? A.—Yes. 


Q.—Then there must be, T should 
think. Mr. Blackadar, eases this year 
in which you have reported in which you 
would not have reported if it had been 
two years ago? A.—Yes. 

Q.—Can you say whether the Manu- 
facturers’ is one of them, or would you 
have reported with regard to that any- 


Blackadar Ex’d. 


way? A.—There was probably one 
matter in this report that I would have 
reported, as it arose out of a matter— 


Q.—There is one matter about which 
you would have reported without hav- 
ing been instructed? A.—Yes, 


Q.—We will probably get to that as 
we discuss it. The report begins with 
the Electrical Development Company 
stock, and Mexican Light & Power Com- 
pany’s stock. (Report read.) What 
is the Prudential Securities Company? 
A.—That is a company of which I have 
very little knowledge. It is referred to 
and probably will be brought out in a 
report which was called for in connee- 
tion with Mr. Fitzgerald’s dealings, 


Q.—At all events, you do not know 
very much about it ; it is probably what 
part of its name would indicate; it is a 
company which deals in securities; is 
that right? A.—yYes. 


Q.—Then 350 shares of Mexican Light 
& Power Company’s stock; is that part 
of the stock bonus on the bonds, or is 
it all—probably all? A.—Probably 
all. 


Q.—70 per cent. of the $50,000 would 
be $35,000 ; cannot you see that that 
is no doubt the stock bonus accompany- 
ing the Mexican bonds; that is mani- 
fest, is it not? A.—It is manifest that 
it is. 

Q.—And the $45,000 of electrical de- 
velopment is no doubt the stock bonus 
on the bonds held in that company ? A. 
—Yes. 

Q.—Then those of the Dominion Coal 
and Crow’s Nest Coal stock were sold 
for $240,000 altogether. (Reads from 
report.) | Then they got $11,262.50 for 
100 shares of Prudential Securities 
stock; it was in respect of their share 
holding that they got this $8,000 and 
stock which realized $3.000? A.—TI 
think the fioures here would explain the 
matter as contained in the books of the 
company. 

Q.—Is that not so? I want to put 
it in a nutshell. One hundred shares 
of Prudential stock, which formed part 
of the purchase price of all these shares 
realized in the winding up of the Pru- 
dential $8.000. plus $2,262.50 ? A.—I 
think to explain that matter fully you 
would have to take up a prior transac- 
tion with this company. 

Q.—With the Prudential? A—Not 
with the Prudential, but with the 
facturers. which is contained in an ex- 
hibit in the special report book. 


Q.—I am not going to hamper you in 
explanation at all. but I should like, if 
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possible, that you should answer’ the 
question just as I put it. The Manu- 
facturers’ had no business to charge in 
the winding up, except in respect to their 
stock holding, had they? The Prudential 
were not debtors, otherwise than as 
owing money to their stockholders? A. 
—As far as I] understand it, the securi- 
ties books of the company do not show 
—it is a difficult matter, as I say, to ex- 
plain this without going into that other 
matter, 


(Q)—At the moment I am not asking 
for an explanation; I am just asking 
you for the fact, Had the Manufactur- 
ers’ Life any interest in the winding up 
of the Prudential, except as holders of 
100 shares of stock? A.—That is all 
the interset. 

Q.—Was this $8,000. which you say 
was returned to the Manufacturers’ in 
the winding up—was it or was it not in 
respect of their holding of 100 shares 
of stock? A.—If you will, yes. 

()—Well, really? A.—Really, yes. 

Q.—And the handing over of 70 shares 
of Mexican Light & Power Company 
stock was also in the course of the wind- 
ing up a liquidation of the obligation 
of the Prudential to its shareholders; 
that is manifest, is it not? A.—The 
actual money transactions, I under- 
stand fully in respect of this matter, 
how the money transactions appeared 
In the books of the company, but just 
the connection between the— 

Q.—Well, now, Mr. Blackadar, you 
have told me that the Manufacturers’ 
had no interest in this winding up of 
the Prudential, except as holders of this 
100 shares of stock. Therefore, does it 
not follow that. whatever they got out 
of the winding up must have been in 
respect of their shares? A.—Yes. must. 
have been. 


Q.—Then they got $8,000 in cash out 
of the winding up, and they got 70 
shares of Mexican Light & Power Com- 
pany’s stock out of the winding up? <A. 
—Yes. 

Q.—Now, what I am asking you is, 
must not all that getting in of securi- 
ties and money be referred to their 
ownership of stock? A—Yes 


().—Then the 70 shares realized in De- 
cember $3,262.50 according to this mema- 
randum, so that altogether they got 
$11,262.50 out of the winding up of the 
Prudential? I think that must be 
rignt, is it not? They got $8,000 cash 
and stock to the extent of $3,262.50? 
A.—It is difficult for me to explain in 
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that matter, because I have treated the 
transaction all through on an entirely 
different basis. The Prudential Company 
does not appear, as I am aware, in the 


‘stockbook of the company. It arose out 


of an entirely different matter, IT am 
not aware of the exact financial dealings 
of the company, As I say, we are deat- 
ing with a matter here which I cannot: 
explain without taking up another pre- 
vious transaction, 


Q.—I£ you would get out of your 
mind for the moment any necessity for 
explanation, because it is just a simple 
fact I want, and I am not going to stint 
the explanation in the slightest degree. 
L want to know whether this $11,262.50 
did not come into the coffers of the 
Manufacturers’ by virtue of its holding 
100 shares of Prudential stock; that is 
manifest. I want to get you with me 
as far as I can. It must bé so. Per- 
haps I can put it in another way, If 
the transaction was as you have put it 
in this memorandum, that the Mannu- 
facturers’ got $8,000 cash and 70 shares 
of this stock—if that was the transac- 
tion, they had no other title to it than. 
as shareholders— Perhaps you can an- 
swer that question in that way—they 
had no other right to receive it from 
the winding up except as shareholders? 
A.—That is a point, as to the dealings 
hetween the company and the Pruden-’ 


- tial, I am not able to decide or deter- 


mine. 


Q.—I do not want you to determine 
any question of law or of principle. J 
just wanted to see if you. could answer 
that simple question. It seems to me 
to be a simple question, If they had 
not held that 100 shares of stock they 
never would have got the $8,000 cash 
or 70 shares of Mexican; they would 
not, have been entitled to ask for any- 
thing in the winding up any more than 
T would have been entitled? A.—No. 


Q.—That is right? A,—Yes, 


Q.—“The $8,000 was divided equally 
between the ledger accounts of the 
Electrical Development Company bonds. 
and the Mexican Light & Power Com- 
pany’s bonds, which now stands as fol- 
lows” (Reads report)? A.—And this 
$4,000 is one-half of the $8,000 men- 


tioned above, and this $3,262.50 is that 
item, 


Q.—Do you offer any criticism about 
that as a matter of proper bookkeep- 
ing? A.—It is quite proper in book- 

keeping, 
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Q.—It is quite proper in bookkeep- 
ing? A.—Under the heading of the 
Mexican Light & Power Company, 

Q.—Tne $35,000 had gone out? A.— 
Yes, and this is the return that came 
tor tnat $35,000. 

Q.—And $3,262.50 came in? A.—From 
the sale of what was returned of those 
70 shares. 

Q.—As a matter of bookkeeping, would 
it not have been proper on the trans- 
action with the Prudential to have 
brought the shares of the Prudential 
into the ledger account; that was se- 
curity held by the Manufacturers’? 
Would that not have been the proper 
way to do it? A.—I would not like to 
give an opinion off hand, 

Q.—You would not like to express an 
opinion about that? A.—No, not with- 
out having more light on it. 

Q.—Can you explain why the $4,000 
was diveded equally between these two 
accounts, the Electrical Development 
Company and the Mexican Light & 
Power Company? A.—I was not given 
any special reason, 

Q.—Can you see any reason for it? 
A,—I cannot see any reason. 


Q.—It was just as referable to the 
Dominion Coal and the Crow’s Nest Coal 
as to this, was it not? A.—Well, we 
are going into matters now that come 
up in another condition. 

Q@.—You do not like to answer that 
either? A.—wNo. 

Q.—They sold $2,500 of bonds of the 
Mexican Light & Power Company for 
$2,082.25 ; so that, crediting the 
$7,262.50 and the $2,081.25, it leaves 
them the whole of $47,500 of bonds which 
stood them $35,625? A,—That is the 
result. 

Q.—Is this method of bookkeeping? 
A-—~-Yes. 

@.—And I suppose if you do not care 
to express an opinion, any competent 
bookkeeper or accountant ought to be 
able to express an opinion about that 
as a matter of bookkeeping? A.—Yes, 
as a matter of bookkeeping, » 

Q.—Then the Electrical Development 
Company’s ‘transaction stood $50,000 
bonds and $45,000 stock, less the $45,- 
000 stock sold to the Prudential, less 
$4,000 received back from the Prudential. 
making the $50,000 alone, which stands 
them $43,500. That is manifest upon 
the face of it. Then in 1905 they 
bought $100,000 more of bonds for $88,- 
000. and they now hold $150,000 in bends 
of the Electrical Development Company, 
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which have cost them $132,125? A.— 
According to that method of bookkeep- 
ing, 
Q—As to which again you do not ex- 
press an opinion? A.—No. 

Q.—Then I pass over the next part 
of it. The following gains and losses 
are recorded in the sales of securities 
of real estate during the past year: 
gains, Japanese loan $4,888.74. Did this 
company invest in a Japanese loan? A. 
— ees. 

().— Where was that security put upon 
the market? A.—I think it was one of 
the late Japanese loans. 

Q.—Floated where? A.—Presumably 
in New York; I do not know just where 
it was. 

Q.—Any trace of underwriting about 
that? A—Not at all, 

Q—Then the Imperial rolling stock 
bonds. (Reads from. report.) Any ob- 
servations to make about any of that, 
any of these gains or losses? A,—No 
observations. I am merely giving the 
details of an item that is entered in 
the company’s return. 


Q.—Then they sold some _ Belleville 
stores at a loss, and they have made a 
small gain on the Manly property, mak- 
ing a net loss of $1,357.24, which is to 
be deducted from the gain on stocks and 
bonds. Any observation to be made 
about that ? A.—Nothing. 


Q.—Belleville, stores, I suppose, were 
sold under a mortgage ? A.—I cannot 
answer that, as I have never examined 
the mortgage securities that I am aware 
of of this company. 


Q.—Then their investments during the 
year to the tune of a million and a halt: 
Government bonds, $131,000; municipal 
debentures, $634,000; school districts in 
the<Northwest Provinces, $66,000; bonds 
of electric railways and rolling stock 
companies, $363,000. (Reads) What bank 
stock is that ? A.—I have an idea it is 
various; it should be banks. 


Q.—Winnipeg electrical, $252,000; total 
of $1,577,000 of investments. Then you 
have a memorandum as to interest, The 
interest is four or five per cent. ‘Then 
there is the sanitarium which we have 
dealt with fully already, “The expense 
ratio of this company is perhaps the 
second lowest of the life companies’— 
(Reads) Then you said there was one 
feature about which you would have re- 
ported independently of any instructions; 
is that it ? A—No, the one feature is 
this transaction which you went over. 
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Q.—One feature which you would have 
reported, had you not had any special 
instructions upon that subject, was in 
connection with this application of 
stock ?, A.—Yes. 


Q.—The total of foreign insurance of 
nine million and a half, upon which the 
reserve is $1,182,000. What propor- 
tion of their total volume of insur- 
ance was this foreign insurance ? 
A.—About a quarter. 


Q.—About a quarter of the insurance 
of this company is foreign? A,—Yes. 
(Statement Ex, 24). 


Q.—While we are at the Manufactur- 
ers’, let me take up a former report 
of yours which seems to have been fyled 
on the 14th June, 1901. This was a 
spontaneous report, I suppose? A.—Yes. 


Q@.—We will see what it is about. 
“Re the Manufacturers’ Life’ (Reads 
report), Have you got the statement 
which was to be made ready for you 
the following Monday? A.—I have not, 


Q.—Can it be obtained? A.—I was try- 
ing to find the record of that transac- 
tion in the blue book, 


Q.—Have you found it? A.—No, it 
would be 1900. This is merely an ex- 
planation of an item which was added 
or a correction made in the company’s 
statement. 


Q.—Can that be obtained, the docu- 
ment itself, the statement of these 
transactions which was being made up 
for you in June, 1901? A‘—That will 
probably be either in the bound volumes 
of the company’s statements, or else 
with the fyle of the Manufacturers’ 
Life, 


Q—We will have that, It is a staite- 
ment made by the Manufacturers’ Com- 
pany about June, 1902, with respect to 
the cash payment of $43,234.56 made to 
Mr, Gooderham? A.—Here it is. 


Q.—Then did the transaction remain, 
was it permitted by the Department to 
remain recorded as a proper expenditure 
in the return? A.—yYes. 


Q.—And it appears at page 215 of the 
report of the Superintendent for 1900 
under this description, ‘Paid for 
commissions and other matters on in- 
vestments of previous year, $43.234.56. 
Can you tell us without reference to the 
statement which is to be looked for, 
just in your own way what the explan- 
ation was which was permitted to pass 
and permitted to justify this entry re- 
maining in the return? A.—I would 


6 EDWARD VIL., A, 1906 


. Blackadar Ex’d. 


prefer to wait until the return men- 
tioned there. ‘ 

Q.—It is nearly five years ago, and 
perhaps that is not unfair, but I may 
perhaps ask you a general question. 
There is a reference in this report of 
yoursto someagreement by which Mr. 
Gooderham was to receive renewal com- 
missions out of premiums paid direct to 
head office. Js that a sort of agree- 
ment that the Department recognizes as 
proper ? Supposing, for instance, I go 
into the office of the Manufacturers. 
without reference to any agent at all, 
and 1 say. “I want to have my life in- 
sured,” and I am accepted and a policy 
issued, does anybody get a commission 
on that according to the practice of life 
insurance companies? A.—Well. you 
are asking me a question which I do not 
feel competent to answer. 

Q.—Does not your experience enable 
you to say whether you find in your in- 
spection of the affairs of companies a 
right to commission, and not recognized 
in such cases? A.—That I think goes 
beyond what is expected of me. 

Q.—Do yon think it goes beyond your 
sphere of inquiry ? A.—I think it does 

Q.—If in fact a commission is paid 
you do not inquireas to the propriety 
of it? A.—No. 

Q.—You can tell me whether or not 
such commissions appear to have been 
paid by insurance companies? A.—My 
inspection of the hooks would not dis- 
close any such commissions. 

Q.—It would not disclose, in other 
words— A.—The details. 

Q.—Whether the business came 
through a canvassing agent or came di- 
rect to the head office? A.—No. 

(Statement Ex. 25.) 

Q.—I will reserve further questions 
till that ‘statement is found. Among 
the companies you examined early this 
year was the Continental Life, upon 
which you made a report? A.—20th 
February, 1906. 

Q.—That is this report? A.—Yes. 

Q.—Did this investment’ disclose any- 
thing you w- uid have reported spontane- 
ously 2? A.—Nothing. 

Q.—We will run through it very 
briefly. (Reads report.) “The book 
or cost value being realized”? A.—Ex- 
actly. 

Q.—How is that ? A.—Many of these 
had only purchased during the year, and 
they were sold practically at cost. 


Q.—To whom were they sold? A.— 
I did not inquire into the matter. 


Q.—I do not understand how they 
came to be sold for precisely the same 
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that they were purchased for? A.—TI 
may state that I looked into that mat- 
ter, and saw what satisfied me how the 
sum to be realized was precisely the 
sum at which they stood in the com- 
pany’s books, 


Q.—Can you recall what it was that 
satisfied you? A.—Most of them had 
only been purchased a short time back, 
and any difference in the amount real- 
ized and what it stood in the books at 
was carried into the interest account as 
interest that had accrued up to the 
time of the examination. 


Q.—What was the reason for sell- 
ing? Were they not considered good 
permanent investments? A.—The rea- 
son is given in the preceding para- 
graph. 


Q.—In order to buy the Medical 
building? A.—Yes. 


Q.—You have stated that that was 
in January of this year. I thought you 
were speaking of January, 1905, be- 
cause you were dealing with the report 
of that year Can you tell me in a 
moment by reference to anything what 
the impairment of capital was that was 
impaired to the extent of $6,000 during 
last year? A.—The impairment at the 
end of 1904 appeared to be roughly 
$69,000. 


Q.—The difference between the 
amount of the premium and what it 
costs to get the business is paid out of 
what? A.—State it again. 


Q.—The difference between what the 
amount of the premium is and what it 
costs to get business—where does that 
- come from? A.—I do not understand 
it. 

Q.—I understand it costs $131 to $136 
to get $100 of premium? . A.—That 
may be got from the balance -of the 
loading on the renewal premiums over 
and above the fifteen per cent. men- 
tioned in this statement. It finds its 
way in the first place into current ex- 
penditure. That is one source and the 
other is from gains in mortality and 
also in a higher interest rate being ob- 
tained. Those are three of the 
sources. 


Q.—And when those are all used up, 
and you have not yet got $136, where 
do you get the rest? A.—In this par- 
ticular case the fact that the impair- 
ment had been reduced during the year 
about $6,000 showed to my mind that 
the whole of the loading and the pro- 
fits otherwise obtained from the various 
sources that I have enumerated ‘had 
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been more than sufficient to cover the 
total general expenses of the company. 

Q.—I think perhaps you have in- 
ferentially answered my question. As 
a matter of fact, that $136 goes into 
the current expenditure of the year— 
the items making it up? A.—136 per 
cent. of the new premium income had 
gone into the current expenses of the 
year. 

Q.—And the $100 premium received 
found its way into the receipts of the 
year? A.—Yes. 

Q.—And as it happened in this par- 
ticular year the receipts more than 
balanced the expenditures by about 
$6,000? A.—No, that is not right. 

Q.—Why is it not? A.—It does not 
necessarily follow from what I have 
stated there that the receipts exceed 
the expenditure by $6,000. As a mat- 
ter of fact, the receipts exceeded the ex- 
penditure by $91,000. 

Q.—What did you do with the dif- 
ference ? A.—I will amend that 
$91,000 by about $82,000. 

Q.—What was done with the differ- 
ence? A.—The greater portion of the 
difference was added to the reserve, 


Q.—That reserve, of course, is some- 
thing that has to be made good in the 
course of the year? A.—Yes. 


Q.—In respect of the additional vol- 
ume of insurance? A.—Yes. 


Q.—Whatever its name is, that is the 
expenditure which is to be provided for, 
or the laying apart of money which is 
provided for? A.—The laying apart of 
money which may be an expenditure, be- 
cause the time may arrive when the 
reserve will be reduced, and it would 
be a source of money available. (Ex. 
26.) 

Q.—What is this document? A.— 
This document only deals with matters 
which come down to the end of 1896 ap- 
parently. 


Q.—Now, the next matter I am go- 
ing to ask you about is a matter which 
is dealt with in a report of yours which 
is stamped the 14th February of this 
year. It is headed, “Items in retufn.” 
To what company does that relate, or 
what companies? A.—It will relate 
to all the companies practically. It 
does not relate to any particular com- 
pany ; only two special companies are 
mentioned in it. 

Q.—The two special companies being 
the Imperial and North American? A.— 
These had happened to come under my 
view just previously to my writing the 
memo. 
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Q.—(Reads memo.) I think that 
probably explains it. Is the item being 
amended accordingly ? A.—It is too 
soon to say. 

Q.—That has not been taken up yet, 
I suppose? A.—No. 

Q.—What treatment is given in re- 
spect of these policies marked “taken,” 
where a note has been taken and no 
cash passed? What treatment is made 
in the company’s books and in the re- 
turn ? A.—Where a note has been 
taken and no cash? 

Q.—Yes? A.—It is entered in the 
return under outstanding premiums in 
the assets. 

Q.—That is taken in as an asSet un- 
der the head “Outstanding premiums” ? 
A.—Yes. 

Q.—Then when the note matures and 
is not paid, what entry is made in the 
books about that? A.—There would 
be a reversed entry. | 

().—That would be written off? A.— 


It would be written off the premium ac- 


count, 

Q.—Is there any treatment of the re- 
serve in respect of these suspended poli- 
cies? A.—They are treated as if the 
premium had been paid and there 1s full 
reserve, and from that it is carried into 
liability. 

(.—I1 suppose “it is fairly manifest, 
but I wouid like you to state it, so that 
we will not be under any misappre- 
hension about it; what is it that you 
mean when you say that this method 
makes the showing more favorable to 
these companies than to those which 
report business paid for in cash only. 
Why is that more favorable? A,—Prac- 
tically it amounts to this: I think it is 
explained there; a large number of 
policies are entered one year as taken; 
they are written off the next year 
among the non-taken policies. lf only 
policies that had heen taken and paid 
for in cash had been included in this 
item, there would have been included no 
taken policies upon which notes were 
given; that is, these policies would not 
appear in this particular item under re- 
view until the cash was paid on that 
note, and the policy— 

Q.—That I think your memorandum 
makes quite plain, but your memoran- 
dum goes on to say “hus making the 
showing more favorable to these com- 
panies than to those which report busi- 
ness paid for in cash only.” I want to 
know in what respect it is an advantage 
to the company to include policies which 
have not been paid for in their state- 
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ment? A,—It merely goes to swell the 
amounts entered in this under the item 
of new policies taken during the year. 

Q.—Why is it an advantage to the 
company to swell that item? A.—Mere- 
ly to show having taken a larger amount 
of business (Statement Ex, 28), 

().—l am going to take next a report 
which J take to be a spontaneous re- 
port of your own, dated 14th June, 1904, 
In respect of the examination of the 
Home Life Association; you identify 
that? A.—yYes, 

Q.—That was a spontaneous report? 
A,—Yes. 

Q.—A report which you made be- 
cause you thought it was necessary to 
make it, apart from any special instruc- 
tions? A.—Yes. 

().—(Reads report) Was that com- 
piled with? Was that investment taken 
up? A.—It was. 

(.—And it disappeared from the list 
of investments permanently? A.—Yes. 
1 think you will find that that later 
transaction was under review in that 
report read yesterday in respect of the 
Home Life as having been uncompleted. 

Q.—Up to the present time? A.—Yes 
(Hx 20)i 

().—Another report of the 2nd June. 
1904, of the affairs of the Confedera- 
tion Life; that also was a spontaneous 
report? A.—Yes, 

Q.—(Reads from report). Were those 
matters referred to there cleared off? 
| see you made a report on that in 
February, 1905? A:—yYes. 

().—There was the Nova Scotia Stee] 
& Coal Company, Dominion Coal 
Company, ete. (Reads). Take the 
Nova Scotia Steel & Coal Company’s 
bonds, what about those? In June. 1904, 
vou said those were unauthorized; what 
was done about them? A.—They re- 
mained in the statement as published cn 
the 3lst December, 1903. I do not see 
them in the statement of the 31st De- 
cember, 1904. 

Q.—They seem to have disposed of 
them during the year 1904? A.—Yes, 

Q.—Dominion Coal Company, same 
about that? A.—Yes, same about that. 

Q.—Then about this Canadian Pacific 
Railway $100,000 par value? A.—Those 
were still in the possession of the com- 
pany on the 3lst December, 1904. 

Q.—Then look at 1905? 

Mr, Grant: We have not that state- 
ment here for the Confederation. 

Mr, Shepley: Then we will make a 
note of that Confederation Life state 


INSURANCE. 143 


- 


SESSIONAL PAPER No. 66 


7th day, March 21, 1906. 


ment for 1905 re Canadian Pacific. Has 
there been any alteration in your view 
as to whether that stock is authorized 
or not? Your view in June, 1904, was 
that it was an unauthorized invest- 
ment? A.—That is a matter— 

Q.—That is a matter upon which you 
had a view then; has your view chang- 
ed? A.—It has not changed. 

().—Has there been any communica- 
tion to the company of that view of 
yours? Apparently you were assured by 
the actuary when you were making this 
examination in June, 1904, that they 
would be cleared off before the close ci 
the year. Was that statement in your 
report correct? \,ere you so assured? 
A—I think that statement had refer- 
once only to the transactions in para- 
graph 3, 

Q.—Taking the transactions in para- 
graph 1, particularly the Canadian Pa- 
cific. did you state to the officers of 
the company that that was an unauth- 
orized investment and that they must 
dispose of it? A.—I have no recollec- 
tion of doing so, 

().—Has there been any communication 
from the Department to them that you 
are aware of? A.—Not that I am aware 
of. 

Q.—Is your view that that is an un- 
authorized security the view taken of- 
ficially in the Department? A,—That J 
cannot state. The report was sent to 
the Superintendent. 

Q.—That you cannot state? A.—No, 

Q.—You do not on your own initiative 
apparently deal with the matter, as be- 
tween the Department and the com- 
pany? A.—-No. This is a company 
whose securities are examined by the 
Superintendent, 

Q.—We will see whether that stock 
is still held by the company. You are 
not aware of any communication as you 
have told me between the Department 
anu the company on that subject? A,— 
No. 


().—'Then the loan on Dominion Com- 
pany and C. P. R. Company stock—did 
that disappear by the end of 1904 in the 
list of securities for loans on the secur- 
ity of stock? A.—It did, 

Q.—It disappeared? A.—Yes, 

(.—It was done? A.—Yes. 


Q.—Then we have seen about the D. 
J. Maedonnell loan; that is still on foot 
to the extent mentioned in your sup- 
plemental report? A.—At the end of 
1904, 
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Q.—It did not appear in 1905?) A.— 
No. 

Q.—Then we will see the returns for 
1905 as to the Macdonnell loan— 

Mr. Kent: Q.—Call loan? A.—Call 
loan, yes. ° 

Mr. Shepley: Q.—Then the Myers’ 
loan on the Confederation Life’s stock 
—did that disappear? A.—Yes, that dis- 
appeared. When I say disappeared, it 
might have appeared, another security 
given for it. 

Q.—Did that security disappear from 
the list of securities? A.—Yes, and so 
far as I know, the loan as well. 

Q.—Then there is just the two, the Ca- 
nadian Pacific and the Macdonnell mat- 
ter. You will let us know at 2 o’clock 
about them, and have the return for 1905 
here? A.—Yes. (Two reports Ex. 29). 

Q.—Then this which I am about to re- 
fer to is the last of the matters you 
have given me at present which I am 
proposing to enquire into. This is a re- 
port written at Toronto on the 2nd 
June, 1896, in the shape of a letter to 
Mr. Fitzgerald, which is signed by your 
initials, to which is annexed what is 
called a note on the statement of 1898 of 
the Supreme Court of the Independent 
Order of Foresters. 


(Reads letter). What is the explana- 
tion of that portion of the Temple prop- 
erty held in the name of the Ontario 
Realty Company—what did that refer 
to? A.—As near as I can recollect—per- 
haps I had beetter not give an explana- 
tion at all, but leave it to Mr. Fitzger- 
ald. 

Q:—Don’t. you know anything about 
it? A.—He has gone fully into that mat- 
ter, and would be able to explain it 
more accurately, 

Q.—Can you explain it? A.—I do not 
think I can explain it, no more than 
what is stated there. 

Q:—What shape is this item in, in sub- 
sequent statements? A.—TIn this partic- 
ular statement the foot-note as men- 
tioned there was added to page 377— 


Q.—Which statement have you there? 
The statement of 1898. 


(.—The footnote was added in the 
published statement for that year as you 
recommend it? A.—Yes, 


()—Let us see what the footnote of 
that is “Value of real estate, less incum- 
brances held by the company, Temple 
property, $426,262.93.” The footnote is 
“A further sum of $240,000 represented 
by a mortgage for that amount included 
in the item ‘loans on real estate made by 
the Ontario Realty Company,’ never ap- 


ate 
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peared or has been expended on the 
Temple building, making the total ex- 
pense thereon $666,262.93.” T should 
like you to take the return for some 
later year and tell me how that appears? 
A.—For the year 1900 the total was in- 
cluded in the value of the Temple build- 
ing—the total cost of the building less 
amount written off. 

Q.—That would include the $240.000. 
whatever was left? A.—Yes. 

Q.—The total amount was written 
down to $553,807.35 in the:year 1900; 
that was the amount of the return? A.-- 
The amount of the return. 

Q.—You ask the question “Does not 
the charter of the order limit the 
amount of real estate to $350,000.” Did 
you follow that enquiry up at all? A.— 
I understand the charter was amended 
allowing a larger amount to be invested 
in real estate. 


Q.—You understand there was a subse-_ 


quent amendment after this report per- 
mitting the amount of real estate to be 
ereater than $350.000? A.—I would not 
say after. 

Q.—It may have been done before? A. 
—Yes. 


Q.—What is the general fund? That 
means the general expense fund? A.— 
General expense fund, yes. 

Q.—First you find that interest re- 
eeived was charged up to a contingent 
account to the extent of $222,000 odd in 
the three years 1896, 1897 and 1898? 

Mr. Kent: Oharged up or credited? 

Mr. Shepley: It was carried* The 
statement says charged. ‘The following 
amounts of interest received have been 
charged up to the contingent account Ist 
May, 1896; previous to that date the in- 
terest was carried to the general ex- 
pense fund.” 

Q.—In the first place what interest 
was that? A.—The interest on the secur- 
ities of the company, the mortgages and 
so on, 

Q.—Did you mean that this interest 
had been charged to the contingent. ac- 
count, or had it been carried to the 
credit of a contingent account? A.— 
Well, I do not know just how it was. 

Q.—Carried in to the credit of a con- 
tingent account, to be drawn against? 
AS Yes, 

().—Then that was drawn against to 
‘the extent of $14,830 for the purposes of 
the sick and funeral department, accord- 
ing to this report of yours? A.—I have 
no means of telling except what is given 
there. 

Q.—You said “Of this there was a por- 
tion to the sick and funeral department 
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of $14.830.90, which was transferred to 
the expense fund of that department”; 
that means they drew out of this $222.- 
600. $14.800 and carried it over to be 
used in the sick and funeral department; 
is that the meaning of the report? A.— 
Yes, 

Q.—Leaving $207,757 which has been 
transferred from the contingent fund to 
the general fund at the end of 1898; that 
would mean the contingent fund was 
balanced off, carrying what was lying to 
the credit of it to the credit of general 
expense fund? A.—Yes. 

Q.—And leaving it there to be drawn 
against? A.—Yes. 

Q.—Of this amount there has been 
paid out for expenses as shown in the 
books $181,000 odd? Have you anything 
to show what those expenses were? A. 
—The expenses are given here in detail. 

Q.—There is no detail of organizing ex- 
penses which it an item nearly $38,000? 
A.—There is no subdivision of those ac- 
counts. 

Q.—What can it mean, organizing ex- 
penses? A.—The amount paid for agents 
whom they sent out to establish new— 

Q.—No, because those organizers got 
$80,000. There are $80,000 paid to or- 
ganizers and organizing expenses $37,- 
000? A.—Well, it would be other ex- 
penses in connection with the establish- 
ment of the order. 

Q.—At all events you are not able to 
say any more than appears here? A.— 
No. 

Q.—That $18,000 does not include the 
expenses of running the Temple which 
were put in in a separate item? A.— 
Yes, that is right. 

(.—And there ought to be left out of 
that original $222,000, according to this 
report, $15,687. 

' Q.—You say that is left unexpended 
in your report? 
A—VYeés 

Q.—The company’s balance of the gen- 
eral funds appears in their books $35,- 
000. Does that appear anywhere in this 
return ? A.—Not in this return. 


Q.—How would you account for the 
difference ? Was it some other fund be- 
sides this contingent fund which went 
went into the general fund ? Perhaps I 
could ask you a question which will give 
the same result without trouble. Is the 
$15,000 originally in the contingent fund 
included in the $35,000 balance, as shown 
by the books ? A.—I have not been able 
to go over this and brush it up. 

Q.—Then that $35,000 includes a tem- 
porary loan to the Temple of $20,000, 
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$9,389.52 of which is interest on the 
$240,000 mortgage. As I understand it, 
the Ontario Realty Company were the 
mortgagers, the people who ought to pay 
interest on that mortgage ? A.—Yes. 

Q.—Then why was this loan to the 
Temple made ? Why did the Temple bor- 
row from the Foresters interest on $240,- 
000 which the Ontario Realty Company 
owed to the Foresters ? You are not able 
to say ? A.—No, it is apparently of the 
nature of a cross entry. I have treated 
that $240,000 as being part of the real 
estate. 


Q.—It was an asset of the Foresters ? 
A.—An asset of the Foresters. 


Q.—It was an asset of the Foresters 
bearing interest and apparently the For- 
esters are finding the money to pay 
themselves the interest ? A.—Yes. 


Q.—However, you do not explain that, 
because you do not explain that, because 
you do not understand that at the pres- 
ent time, whatever you understood then. 
Then the next item is the excess of re- 
ceipts over disbursements. (Reads) That 
is the $9,389.52 interest on Temple mort- 
gage has been included in the receipts, 
and $10,715 had not been entered as an 
expenditure ? A.—Yes, that explains 
this, 

Q.=“The necessary changes have been 
made in our statement,” ete. (Reads) 
What is S. and F. 2?” A.—Sick and fun- 
eral. 


Q.—Then to the extent indicated ac- 
cording to this report the return of the 
Toresters for that year 1898 was amend- 
ed so that in the published return those 
errors are corrected ? A.—The errors in- 
dicated in the return are _ corrected, 
(Statement Ex. 30.) 


Mr. Shepley : Here is a report made by 
Mr. Blackadar on the Home Life so long 
ago that I only put it in for historical 
reasons. It reports up to the end of 1896 
only, and I shall probably refer to it on 
some future occasion, but I do not pro- 
pose to take Mr. Blackadar over it, as 
we will be pretty well taken in up in in- 
vestigating modern matters. (Ex. 31.) 

Q.—If the board adjourns a little earl- 
ier can you have the matters spoken of 
this morning here at 2 o’clock ? A.—I 
think so. 

Q.—There were some matters noted 
yesterday, and Mr, Ross might let you 
have a memorandum of those things ? 
A.—We have a memo of those. 


(Adjourned for one hour,) 


Li . 


Blackadar Ex’d. 
Ottawa, Wednesday, 2lst March 1905. 


AFTERNOON SESSION. 


The examination of Mr. Blackadar, 
continued. 

Mr. Shepley: Well, Mr. Blackadar, 
what new have you brought for us this 
afternoon, what that we have not had 
before ? A.—Statements of the Home 
Life and Confederation Life. 

Q.—Take the Home Life first. Will 
you tell me, if you have not already 
done so, what alteration, if any, has 
been made in the bookkeeping of the 
Home Life in respect of the building, 
which we dealt with yesterday, a8 a re- 
sult of your intervention ? A.—That is 
a question that I hardly understand. We 
made no inspection of the Home Life 
Company since the date on which that 
report is printed. 

Q.—You have had a return from them? 
A.—We have had a return since the 31st 
of December, 1905. 

Q.—How is the Home Life building 
dealt with in that return? A.—The 
item of assets in the return of December 
31st, 1905, puts the value of real estate, 
less encumbrances, held by the company, 
at $125,000. 

Q.—Is that the Home Life building ? 
A.—It includes all the real estate held 
by the company. 

Q.—Has it any real estate under that 
head except the building, that you are 
aware of ? A.—Not that we are aware 
of. The statement has not been ex- 
amined. We have to take it as_ it 
stands. 

Q.—How does that differ from the 
value put upon the corresponding item in 
the year before ? A-—The corresponding - 
item as first returned to us the year be- 
fore was $185,000. 


Q.—Then we have before us already 
and you and I have discussed the report 
that you made in respect of that, What 
you find in this return is that the cor- 
responding assets appears to be written 
down by $60,000 ? A.—From the previous 
return; not as printed in the blue book. 

Q.—How was it printed in the blue 
book ? A.—It is exactly the same as 
printed in the blue book. 

Q.—That is the change was made be- 
fore you printed the blue book for 1904, 
and it has been maintained in the blue 
book for 1905 ? A.—That is right. 

Q.—Then what do you find in the re- 
turn for 1905 in respect of the Grand 
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Valley Railway Company’s bonds ? A.— 
The entry, Grand Valey Railway Com- 


pany bonds, par value $44,000, ledger 


value $37,710, market value $37,710. 

Q.—Was that published in the same 
way in the blue book for 1904 ? A.—Not 
in the same way. 

Q.—What was the difference ? A.—The 
same par and same ladger value, but the 
market value was printed $46,200. 

Q.—Then your report made this obser- 
vation, “I have reduced this amonut to 
the cost price, $37.710 ?” A.—Yes. 

Q.—The company, in making its re- 
turn for 1905, has adopted your figures 
as to market value ? A.—It has. 


Q.—Although those figures did not find 
their way into the blue book for the 
previous year ? A.—No. 


Q.—What has happened to the Ontario 
Electric Light, Heat & Power Company 
bonds ? A.—That item does not appear 
among stocks, bonds and debentures in 
the return of 1905. 


Q.—Can it be ascertained from the 
return, which of course is all you have 
access to to-day, what became of that 
asset, whether it. was written off or paid 
off or what? A.—In the synopsis of 
ledger accounts facing p, 5 is the item, 
“Stock, Ontario E. L. H., & P. Co, writ- 
ten off $11,350.70.” 

Q.—It is said to have been written 
on? | A.—Yes,. 

(.—Does that furnish you any indica- 
tion of the circumstances under which 
it was written off, whether by reason of 
it having been paid or by reason of it 
having been sold or by reason of it hav- 
ing been abandoned as a bad debt? A. 
—The inference here would be that the 
amount has been written off as a bad 
debt, That is it has not been included 
in the ledger assets of the company as 
being worth anything, or in fact no 
mention has been made in the ledger 
assets of the company of it still being 
in the hands of the company. 

Q.—When you come to make your in- 
vestigation of the books in a case of 
that sort, what do you do in respect of 
an asset that you find to be written off 
in that way, do you make any inquiry 
about it? Do you find out what has 
happened to it, whether it has not only 
disappeared as an asset but disappeared 
as a fact out of the company’s posses- 
sion? A.—We make inquiries concern- 
ing it. 

Q.—Do these words “written off” ever 
turn out to have another. meaning than 
reduced to zero as a bad asset; for in- 
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stance, do they turn out to have the 
meaning that the asset has been re- - 
alized and the money received? A,—Not 
that it has been realized and the money 
received. ‘The asset may have been re- 
alized and the money received to an 
extent less by the amount so written 
off, 


Q.—What amount is written off? A, 
—The amount, here is $11,350.70. 


Q.—That was the cost and market 
value according to the return of the 
previous year? A.—Yes, 


().—L'hat seems then to have been all 
written off? A.—AI] written off, 


Q.—Then that is all that appears. 
You will be in due course investigating 
upon the footing of that return, I sup- 
pose? A.—The statement is still to be 
examined, 


Q.—Then did you make an inquiry to 
see whether there was any other corre- 
spondence than that jou produced be- 
tween the Department and the Royal 
Victoria? A,—I ascertained that there 
was a private letter that had passed be- 
tween Mr. Fitzgerald, and, I think, Mr. 
McKay. 


Q.—I want to say to the Board and 
to anybody who is interested, that I 
have seen that letter. It is a pnivate 
letter and it does not in any way affect 
any of the matters that are under in- 
quiry, beyond this, that, in making his 
answer to it, Mr, Fitzerald said: “I send 
you a copy of this report”; but it was 
not asked for in the letter, nor referred 
to and I have taken the responsibility— 
which I hope counsel will agree that it 
was proper I should take—of saying 
that that letter need not be produced; 
it does not touch this inquiry at all. 
It is proper that I should make this 
statement because I asked iMr, Blackadar 
yesterday to verify that, Then you were 
asked to find out how much of the capi- 
tal of the Central Life was called up 
between the date of your inspection and 
the date of the granting of the Domin- 
ion license? A.—TI ascertained that the 
remaining 5 per cent. referred to had 
been paid in and that the _ capital 
amounted to $75,000 before the issue of 
the license, 


Q.—That is that $75,000 had been 
paid on account of capital? A.—Yes, 


Q.—What percentage was that of the 
whole capital stock? In other words, 
what is the capital stock of the com- 
pany? A,—I don’t remember what the 
total subscribed capital was. 
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Q.—And you therefore do not remem- 


ber what percentage $75,000 would be of 


that? A.—No. 

Q.—I think you told me yesterday— 
if you did not I want to ask you to-day 
—even with the capital paid in to the 
extent of $/o,,00, the affairs of the 
company showed impairment of capital 
at the date of granting of the license? 
A.—The fact that additional capital had 
been paid in did not affect the impair- 
ment, 

Q.—The capital remained impaired? 
A.—Remained impaired, 

Q.—Then you were to find out with re- 
gard to the Sun Life, when and for what 
the Sun Life purchased the bonds and 
stock of the Mexican Light & Power 
Co, Have you ascertain that? A.—Noue 
of the returns to our Department call 
for such information, and that could 
only be ascertained either by writing to 
the company or by examining the books 
of the company. 

Q.—Then can you state when and for 
what they sold these bonds, if they did 
sell them? A,—Not except in the same 
way, by getting the information from 
the same sources 

Q.—Are you able to throw any fur- 
ther light, documentary: or otherwise. 
on the transaction that was spoken of 
this morning, in the ‘Manufacturers’ 
Life, when Mr. Gooderham was _ paid 
$43,000? A.—I have had the records in 
the office searched, and also the records, 
statements of the company, have been 
brought down here to the Commission. 
and I am informed that no such state- 
ment has been found with regard to 
that. 

Q.—That is nothing that would throw 
any light upon the circumstances under 
which that payment was made? A—I 
can only infer from that that the docu- 
ment was available at the office of the 
company, 

Q.—And not brought away to the De- 
partment after the close of your inspec- 
tion? A,—wNo. 

Q.—And you are still unable to re- 
member, as by an effort of memory, 
what the explanation was? A.—Noth- 
ing further than what is contained in 
that ‘report. 


Q.—Then you have got here the Con- 
federation Life’s statement for 1905? pA. 
—I have, 


Q.—Can you tell me about the Can- 
adian Pacific stock that we were speak- 
ing of this morning in connection with 
that return? A.—I can find no record 
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of it in the statement for the year end- 
ing 3lst of December, 1905. 

Q.—Then that has disappeared, can 
yiou say by conversion into other securi- 
ties or how? A,.—I am unable to give 
any other information. 

Q.—What about the Macdonald call 
loan? A.—In the call loans of the 
company no such security appears. 

Q.—As the Macdonell loan? A.—IT¢t 
would not appear under that name. 

Q.—There is nothing there that you 
can identify as this loan? A.—Can- 
adian General Electric. 

Q.—You do not find any loan re- . 
turned which you can’ identify as being 
a loan upon that stock? A.—wNo, 

Q.—And similarly, I suppose, as to 
that, you are not able to say in what 
way that has disappeared, whether by 
realization, conversion into other se- 
eurities or how? A.—I am unable to 
say. 

Q.—About these assets when they are 
written off; do you or does the Depart- 
ment require those assets to be carried 
forward, after they are written off, 80 
that you can have some supervision Over 
them every year, or do you permit them 
to disappear altogether, not only from 
the returns, but. from the books and 
from your inspection, A.—They ap- 
pear in the books of the company, but 
the Department has not insisted that. 


_they be carried into the statements, the 


returns. AM 
Q.—What I am more concerned with 
is this, being in the books of the com- 
pany, are they in such a position that, 
with your yearly inspection, you could 
always find whether there has been any 
motion in them? A.—We can. 
Q.—You can always do that? A.— 


Yes 

Q.—In connection with the Qin Life 
Insurance Company, were you aware of 
the existence in the books of that com- 
pany of an account called the contin- 
oent account? A.—I cannot recollect 
the names of any particular accounts. 


Q.—Do you remember an account 
which was not an active account, which 
was not advertised at all, but which was 
disclosed to the Government and laid 
bare for your inspection from year to 
year? A.—TI think there likely was an 
account. 

Q.--Do you remember the nature of 
the assets that went into that account, 
whether it was called contingent ac- 
count or what not ? For instance, 
bonus stoeks, stocks which were inci- 
dent to the purchase of bonds, say? A. 
—Well. I am not aware that there is 
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any account in which bonus assets or 
stocks were entered, called the contin- 
gent account? 

Q.—Or called anything else? A.—Or 
called anything else. As far as I can 
recollect in the regular stock ledgers of 
the company, there is an account for 
each such stock, every stock owned by 
the company. 

Q.—When you made this memoran- 
dum of bonds and stocks written down 
or take out of the accounts on 31st 
December, 1904, and gave this list of 
bonds and stocks, did you observe that 
instead of being taken out of the ac- 
counts altogether they were transferred 
to an account of the nature of which we 
are speaking? A.—Put it this way: I 
cannot bear in mind just the nature of 
the accounts, but those accounts were 
not taken out of the book. They may 
have been transferred from one page 
of the ledger to another page of the 
ledger, 

Q.—Do you mean from one account, 
into another account? A.—For  in- 
stance, take the Cornwall Railway; I 
think that is one of the items men- 
tioned there? 

Q.—That is one of them, yes. A.— 
That would be transferred to—for il- 
lustration—some such account as Corn- 
wall Railway, bonus stock account, in 
which the par value would be entered 
and the account value would be entered 
at zero or one dollar, whatever was 
necessary. 

Q.—Then when Cornwall Street Rail- 
way, standing at $100,000 in such an 
account as you have named had done 
to it what you have described as being 
written down or taken out, are you 
able to say whether the amount that 
appeared in that account opposite the 
item Cornwall Street Railway was car- 
ried into another account of any kind? 
A.—It was carried into another ac- 


count. It still appeared in the books - 


of the company. 

Q.—Carried into another account at 
the same amount as appeared in the 
other? A.--It appeared still in the 
books of the company as stock of the 
Cornwal] Street Railway, at which the 
account or ledger value would be, say, 
zero or at a nominal item perhaps of 
one dollar. 

Q.—You see these stocks, the Corn- 
wall Street. Railway, for instance, prior 
to the writing down that appeared as 
$100.000 2 A.—Yes. 

Q.—Well, after the writing down you 
say it appeared as zero, but you are 
not aware of any other account in 
which it appears still to be carried at 
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the $100,000? A.—None at which it 
appears to be carried at $100,000. It 
could not be carried at $100,000. 

Q.—Your recollection would not en- 
able you to say that the fact was that 
this writing down was a mere transfer 
to a contingent account, your recollec- 
tion does not enable you to verify that? 
A.—Practically no. The amount still 
appears in the books of the company at 
a par value of, say, $100,000, and a book 
value of zero or one dollar. 

Q.—Were you shown a complete list 
of the securities appearing in the con- 
tingent account or any other account 
of a like character with a valuation put. 
upon it, showing a value to that con; 
tingent account of $1,980,000 ? A.—An 
account or ledger value of that 
amount? 


Q.—A present value? A.—A present 
market value? 


Q.—Yes, of $1,980,000 ? A.—The mar- 
ket values are not entered in the 
ledger, they are only made up period- 
ically. 

Q.—In a list shown to you? A.—In 
a list. 


Q.—Shown to you? A.—No, the 
market values of these securities. 


Q.—Is the notebook that you used 
while you were making this examination 
among those you produced here yester- 
day, do you know ? A.—It should be, 1 
think. 


Q.—See if that can be found. That 
might assist us. 1 am asked to put 
this question to you, Mr. Blackadar. In 
addition to the active assets shown in 
the returns of the company to the De- 
partment, were you or not shown a list 
of assets in a contingent account with 
their market values amounting to the 
sum that ] have named? A.—That 
point, on the examination of the com- 
pany, we counted or examined the stock 
certificates of a large number of differ- 
ent varieties of stocks owned and held 
by the Sun Life. Those stocks were 
entered in the books of the company at 
the par value, but in the books there 
would not appear, there could not ap- 
pear the market value at any time. 
I asked, in connection with the super- 
intendent, who was along, to have a 
list prepared showing in detail that 
stock and the market value. 


Q.—Now to make your answer cotfti- 
plete, aceording to the question as I un- 
derstand it, I should ask you this: was 
this a list of assets which were not in the 
returns to you? A.—A list not in the 
returns, yes. 
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Q.—You say they did appear with a 
par value opposite them in some ac- 
counts in the ledger? A.—Yes. 

Q.—In the various accounts do you say 
or in one account? A.—They may have 
been assembled in one account in the 
general ledger. I do not recollect that 
point. Very likely they were. I asked 
to have a list made out and sent to Ot- 
tawa. That list I understand came in 
while I was away from the office, ill. I 
have not seen it myself as yet. 


Q.—Now you state that that was a 
list of assets which was not included in 
the Government return? A.—Yes. 

Q@.—And perhaps you would agree that 
it was not a list of assets which was aa- 
vertised as holding up the standing of 
the company? What would you say to 
that or, perhaps, you don’t know? A.— 
T don’t quite understand the drift of 
your question. 

Q.—What I mean is this: besides mak- 
ing Government returns, the insurance 
companies, as I understand it, are very 
up-to-date in keeping their standing 
prominently before the public? A.—Yes. 

Q.—Are you able to say whether or 
not the fact of the existence of these as- 
sets was or was not advertised in that 
way? You say they were not put into 
your returns? A.—No, they were not. 

Q.—Although you knew of their 
existence. Then not being put into the 
return. do you know whether or not 
they made any advertising use of the 
fact that such assets existed? A.—I am 
not aware that they have. I cannot 
speak positively. . 

Q.—Then would it be correct to say 
that by whatever value these assets had, 
the company was by that value better 
off than the Government returns 
showed? A.—I would supose that the 
company would be  provided—well, I 
won’t qualify it at all—T would suppose 
the company would be that much better 
off if the other items in the returns were 
correct. 


Q.—Then, can you identify the list of 
assets you have spoken of with this list 
of bonds and stocks written down or 
taken out of the account; were these 
stocks and bonds in this list you were 
speaking of? A.—As I stated before, 
that list was sent to the office, but I 
have not seen it. I have before me, 
however, a list made up a few weeks 
later. 


Q.—By whom? A.—By the company. 
and forwarded and included in this state- 
ment as of 3lst December, 1905, a list 
giving these stocks together with their 
par value, making no reference to their 
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market value, and of course, their ac- 
count was zero. 

@.—Then the statement that came in 
during your illness, is there any diffi- 
culty in getting that? A.—Not that I 
am aware of. . 

Q.—Mr. Grant says he will telephone 
for that. While he is doing so, are you 
aware of any disposition made of any 
of the stocks that were written up to 
the equivalent amount of the writing 
off? For instance, are you aware of the 
Georgia Electric having been sold and 
if so for what figure did it sell? A.—I 
have a statement here showing Georgia 
Railway Light Company, par value $100,- 
000; cost, zero; written up previous to 
1905, $45.000. Jt was sold during the 
year for $90,323.57. 

Q.—It was written up to $45,000 and 
sold for $90,000? A.—Yes. 


Q.—And that was within the same 
year? A.—Yes. 

Q.—Do you know anything about the 
value of the other smaller stock there; 
the Mexican, which was written up to 
$40,000? A.—The Mexican Light & 
Power, par value $100,000; written up 
$40,000. It was sold during the year 
for $67,409.38. 

Q.—What do you say about the Illin- 
ois Traction, will you follow that in the 
same way? A.—The Illinois Traction 
preferred stock; the par value of the 
amount sold was $1,078,968. The cost 
of that was $541,013.83. I would say, 
this is a statement that was recently re- 
ceived and I have not examined the fig- 
ures carefully. I would gather from 
this that in the cost must be included 
the amount that was written up, that 
$473,000. That is probably an error in 
the statement because it goes on to state 
that the amount that his sock was sold 
for was $904,703.96, showing a profit. of 
$363,690.13. 

Q.—Then, so far as these three zero 
stocks written up are concerned, they 
would appear to have been, notwith- 
standing that writing up, highly profit- 
able assets. A.—Yes. 

Q.—The company made large moneys 
out of them? A.—Yes. 

Q.—Twice as much practically as they 
had written them up to. A.—Nearly. 
yes, about, 


Mr. Hellmuth: Mr. Chairman, Mr. 
Shepley desires to call Mr. Fitzgerald, 
and after that Mr. Blackadar will come: 
back and there may be some matters,. 
when I go over the examination, that 
I would like to ask about, but Mr. Shep- 
ley has been good enough to say that he 
has no objection to my asking a ques- 
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tion which arises out of the last exam- 
ination and which occurred to me an 
looking at these forms. 

Q.—I understand, Mr. Blackadar, that 
there is a form that you have put in 
for a return to be made by each com- 
pany of its assets. You are familiar, of 
course, with this form. A.—That is the 
form. 

Q.—It is in exhibit 1, and that. fori, 
looking it over, seems to call for an ab- 
solute return of all the assets of the 
company; is not that apparently so? 
A—That is a question that I would 
rather leave to Mr. Fitzgerald to an- 
swer. Itis a point that does not come 
particularly under my jurisdiction—if * 
have any jurisdiction. 

Q.—I can quite understand that, but 
looking at the form, that is the form 
issued by the Department; not the form 
in the Act, because the Act does not go 
into such details as your form does. If 
you look at the Act you will see that 
in the Act it does not go through the 
assets in the same detail as it does in 
the exhibit? A.—No. 

Q.—l am only trying to illustrate 
why you did not ask the Sun 
Life or any other company to give 
you, as is put here under paragraph 
8 among the assets, all stocks, bonds 
or debentures owned by the company 
details of number, par, ledger and mar- 
ket value of each kind to be given in 
a separate schedule. How was it that 
was not asked for? Do you know at all 
or can you give any explanation? A— 
I can hardly answer that. The essen- 
tial points, the figures that are given, 
earried out, give the account value and 
also an estimate of market. value over 
account value of each of these kinds, If 
any of these assets are supposed to have 
no account value, then they would not 
be included in that statement, or if 
they are supposed to have no market 
value they would not be included in 
that statement. 


Q.—That would mean then that your 
understanding would be rather contrary 
to the document itself, because the re- 
quest in the document is for the par 
value, the ledger value and the market 
value, you see how it reads? A,—Yes, 

Q.—Then your understanding would 
be slightly different from that, you 
would not think it necessary to give tie 
par value of the stock if it had neither 
a market value or had been written 
down in the ledger to zero? A.—That 
~ has been the view IJ understand that has 
‘been held by the Department up to the 
present time 
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().—It might thus be a view taken in 
the Department, that all the assets that 
a company was bound to show were just 
sufficient to make it solvent and that if 
it, had assets, no matter to what extent, 
beyond that, it was not bound to show 
them in its returns? Would that be a 
fair way to interpret the action in re- 
gard to assets? <A,--Well, Mr. Hell- 
muth, I think you would get a clearer 
answer upon that point from the Super- 
intendent than you could possibly get 
from me? 

Q.—But you are the actuary of the 
Department? A.—I can only give my 
own private views on that matter, 

Q.—You would rather Mr. Fitzgerald 
would answer that? A.—Yes. 

Mr. Shepley: This, Mr, Blackadar, has 
been sent down to me as the list ‘you 
have spoken of that came in during your 
illness, There are two lists there and a 
Jetter? A,—yYes, 

Q.—This is a letter of the 14th of De- 
cember, 1905, addressed to Mr, Fitzger- 
ald by Mr, MacAulay: (reads) “I also 
enclose a list of securities in our con- 
tingency fund, giving their estimated 
market value.” Here is a list of the 
securities in the contingency. fund, fot- 
ing up a market value of $1,968,411. 
Does the seeing of that account bring 
the fact of a contingency account to 
your recollection at all? A.—The ic- 
count itself, these names are all familiar 
as having been examined in the books of 
the company. I did not take particular 
notice whether it was called a contin- 
gency fund. It may be called anything 
in the books; it might be called by fifty 
different names as far as that-gors, 

().—But were these items assembled in 
a single account in the books, or do you 
recollect? A,—As far as I can recollect, 
in the general ledger they are in a single 
account, But the ledgers that we were 
more particularly examining during the 
examination in November dealt with the 
individual accounts of these stocks. 

@.—Then I see that perhaps there ‘s 
not a very close correspondence, for in- 
stance, among the stocks written down 
according to your report was Central 
America $67,425, and I see an item here, 
“Central America cost $67,425.” A.—I 
take that to be the market value, esti- 
mated at what it cost in those two par- 
ticular instances, and then there is “20” 


and “25,” indicating the rate at which 
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the company placed the market value at 
the time the statement was made up, 


Q.-—That wiuld be so, Then take Col- 
umbus, London & Springfield, written 
down $145,881, and the statement op- 
posite that is $151,429. Cornwall $100,- 
000 written off; carried in here at $100,- 
000 par value, and market value $50,000. 
At all events, with the exception, I 
think, of the Denver & Southwestern 
Railway, that seems to contain the 
names of all. the stocks and bonds writ- 
ten down, according to Mr. Blackadar’s 
report, Mr. Smith tells me that the 
name of the Denver Railway was 
changed to the Cripple Cregk? A.—Yes, 
I recollect that. 


Q.—Then that appears there under an- 
other name as Cripple Creek Central, 
Then I put that in just as it is, I de 
not separate it, (Exhibit 32). 


I wish to say that not only Mr. Smith. 
who has spoken to me on the subject, 
but if there are counsel representing any 
of the other insurance companies who de- 
sire to have any) questions asked of Mr. 
Blackadar, I shall be very glad to ask 
them, so long as they bear upon the 
phase of the enquiry that I am engaged 
in. 

Mr, Paterson informs me that with 
respect to the two reports concerning 
the North American Life he desires to 
put, through me, some questions to Mr, 
Blackadar, but he is not prepared to ask 
them until to-morrow morning. 


T have nothing further to ask Mr. 
Blackadar at present. Of course we <lo 
not discharge him at all; he is subject 
to call at any time, 


I am afraid I cannot offer anything 
further to-day. I think it will be con- 
venient if ‘Mr, Blackadar will be here 
for such few questions as will be asked 
in the morning. 


Mr, Hellmuth: I understand that he 
will be able to come back for any ques- 
tions after Mr. Fitzgerald. I have not 
attempted to ask questions except that 
one, and I have not had an opportunity 
of going over the examination yet, 


The Chairman: In order that those in- 
terested may be able to make their ar- 
rangements, I may say that we will sit 
to-morrow and Friday) and then adjourn 
until Wednesday. 


(Adjourned to Thursday, 22nd March. 
at’ 10 a.m.) 


Fitzgerald, E’xd. 
Ottawa, Thursday, March 22nd, 1906. 


EIGHTH DAY. 


The Commission resumed at 10 a.m. 
to-day. 
William Fitzgerald (recalled.) Ex- 
amined by Mr. Shepley : 

Q.—There are certain matters as to 
which, during your previous examin- 
ation, you were asked to make inquiry 
and examination with a view of giving 
us some further information and _ he- 
cause this was one of the matters asked 
you, I ask you about it. You were 
asked with respect to certain  corre- 
spondence regarding overdrafts in the 
bank at the end of the year, shown not 
to be overdrafts apparently, by the ap- 
parent realization of securities, the en- 
tries being reversed early in January. 
What instances have you found of that, 
and how old are they? A.—Well, 
there was really only one instance of an 
overdraft. There was one case, the 
first which I mentioned, and it is nine- 
teen years old. It was a case in which 
premium notes had been entered in the 
statement as cash. That was not 
strictly an overdraft; it was a wrong 
entry. It had been put through the 
books of the company. They credited 
the premium notes as cash, and at the 
end of the year the premium notes were 
handed back and charged up. That is 
nineteen years old. 

Q.—I think, subject to what the 
board may think, that we may drop 
that as being rather stale. Is there 
anything more recent than that, of that 
nature? A.—Yes, in 1890. 

Q.—What company was that? A.— 
That was the Oanada NLife. 

Q.—And I think you have collected 
the correspondence? A.—TI have. 

Q.—And the documentary evidence 
upon that subject? A.—I have. 

Q.—You can put your hand on it 
more quickly than I can? A.—There 
1D), 18; 

Q.—I am going to go through the cor- 
respondence with you, and ask you such 
questions as occur to me during the 
course of reading it. I see on the lith 
July, 1890—perhaps before going into 
that, I should ask what we had better 
do about this book. There are a great 
many originals in this book ; they are 
all bound up, and not bound temporar- 
ily. but bound permanently. Perhaps 
it had better be understood that every- 
thing that is specifically referred to are 
in, and matters not referred to will not 
be in, although the book itself will be 
in the physical custody of the Registrar. 
This is a letter from Mr. Fitzgerald di- 
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rected to whom? There is no address 
to it? A.—A. G. Ramsay. 

Q.—What was his position in the 
Canada Life in 1890? A.—He wags 
manager, possibly managing director, I 
am not certain as to that. 


Q.—I find he signs his reply to you 
as president. A.—Then he was un- 
doubtedly president and manager, 


Q.—Mr. Fitzgerald’s letter is as fol- 
lows: “During my recent investigation 
of the Canada Life.” (Reads letter.) 
Hills and Gates were officers of the 
Canada Life? A.—Hills was secretary 
and Gates vice-president, 


Q.—‘“A second question arises as to 
the real estate held by the company.” 
I think I won’t go into that. it was 
as to the extent to which the company 
could hold real estate. It was raised 
in connection with a large office build- 
ing in Hamilton. The result of the 
correspondence seems to have been that 
the statutory power of holding real es- 
tate was increased by Act of Parlia- 
ment, and I suggest that I do not go 
further into that, as we have matters 
that are much more important to con- 
sider. That letter was written on the 
llth July, 1890, and Mr. Ramsay replies 
to it on the 19th September in a letter 
addressed to Mr. Fitzgerald. He speaks 
of the delay. Do you remember how 
the delay was explained? A.—I do 
not, indeed. I thought everything re- 
lating to the subject was in there. There 
may be another letter coming in ad- 
vance. 


Q.—Or it may have been a verbal ex- 
planation? A.—Yes. 


Q.—That is all the d¢orrespondence 
that you have upon that subject 2 A.— 
Yes. 


Q.—Has there been any recurrence of 
the thing that was done there to your 
knowledge ? A.—There has not. 


Q.—Or of anything in kind resembling 
it? A.—Nothing in kind resembling it 
that I have any knowledge of what- 
ever. 


Q.—The result, then, seems to have 
been that upon your observing this you 
called attention to it, and you had this 
letter promising that it should not oc- 
cur again, and it has not occurred 
again? A.—It has not occurred again. 


Q.—Do you say that absolutely, or 
do you say that with the reservation 
that if such a thing has been done you 
have not discovered it? A.—Probably 
the last mentioned would be the correct 
thing ; if it has occurred I have not dis- 
covered it. 
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Q.—Either in the case of this com- 
pany or any other subject to your in- 
spection? A.—No; well, wait. I 
think probably there are other things 
that will come out later that probably 
my answer may not have been entirely 
the correct one, but that will come later 
in reference to a matter also contained 
in these books. 

Q.—That I shall take up during the 
day. You refer to the Manufacturers’ 
Life? A.—yYes, I refer to the Manu- 
facturers’ Life. 

Q.—That I shall take up; that has 
some very great differences from this 
transaction, as well as having some re- 
semblances ?,. A.—As_ well as having 
some similarity. 


Q.—That we shall take up subse- 
quently, but subject to that, you make 
the answer you have said, that so far 
as you have detected that has not oe- 
curred? A.—Yes. 


Q.—Then the next matter that is 
mentioned in the memorandum handed 
to me of matters that you were to in- 
quire into was with regard to invest- 
ments larger than the statutory author- 
ization. What material have you for 
us in that respect? A.—I have a 
letter written to Mr. Goldman of the 
North American, and I have Mr. Gold- 
man’s reply. I have a copy of a letter 
written to Mr. T. B. McCauley of the 
Sun Life, and Mr. McCauley’s reply. I 
have a letter to Mr. Burke, of the 
Royal Victoria, and Mr. Burke’s reply, 
and then a second letter to Mr. Burke 
relating to the same subject. 


Q.—Is that, so far as you have dis- 
covered, all the correspondence upon that 
subject ? A.—Upon that subject ; 
that is a larger amount of securities 
than under the statute the companies 
are authorized to invest. 


The Chairman: Q.—Foreign security? 
A.—Foreign security. 

Mr, Shepley: Q:—This correspondence 
is all during the current year? A.— 
Yes. 


Q.—And with reference to the returns 
made by the companies for the year 
1905 ?. A.—Yes, 


Q.—The leter to Mr. Goldman is dated 
14th February of this year, from Mr. 
Fitzgerald. “TI desire to call your atten- 
tion to the following facts—(Reads let- 
ter). Before going any further I have 
a question or two I want to ask you. 
In the first place, did this subject, the 
subject of the extent of the foreign in- 
vestments of any particular company or 
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of the companies generally, ever engage 
your attention until the return of 1905? 
A.—It did, and I discussed the subject 
with another company. I do not remem- 
ber that I ever did with the North 
American Life, because I do not think 
it ever came prominently to my mind 
that they had invested more than they 
were entitled to, but I did in the case 
of another company. 


Q.—And how long before this would 
that be? A.—Well, that would be, as 
I recollect it now, in 1904. 


Q.—With reference to the business of 
1903 ? A.—With reference to the busi- 
ness of 1903; that is my recollection of 
it. 

Q.—Was that discussion a verbal dis- 
cussion, or was there correspondence 
about it? A.—It was a verbal discus- 
sion. 

Q.—Was it always possible for you by 
a scrutiny of the returns, assuming the 
returns to have been exact, to ascertain 
the extent of the foreign investment ? A. 
—No, not readily. 

Q.—lIllustrate for me by taking some 
return, if you can do it without taking 
too much time? I would like you to 
illustrate what you mean when you say 
‘not readily” ? A.—Well, it is not always 
possible from the return as it appears 
to tell precisely which is a foreign secur- 
ity, it is not always possible to do that. 
The location of the particular corporation 
that issues the security is not always 
stated. Sometimes it is, and sometimes 
it is not. Then in order to ascertain 
precisely where such a security as that 
belongs it is necessary to ascertain by 
some means or other just where the cor- 
poration exists, 

Q.—Then by scrutiny alone you say 
it is not always possible ? A.—No, it is 
not always possible. 

Q.—To scrutiny you must add enquiry? 
A.—Yes. 


Q.—Now, then, I have to ask you, what 
has been your custom with respect to 
scrutiny and enquiry in that respect ? 
A.—As a rule I, of course, have scrutiniz- 
ed the matter and have made so much 
of an enquiry as it is possible to make. 
I think I have even asked the company 
to indicate which were foreign and which 
were not. 


Q.—Then with scrutiny and enquiry 
such as you made, you did not detect, 
except in one instance before this, that 
the foreign investment exceeded the 
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limit ? A.—Well, in the case I refer to, 
it had exceeded the limit. 


Q.—Excepti in the one case ? A,—Yes, 
in the case of the one company. 

Q.—That you think was in respect of 
the work of 1903 ? A.—Yes. 


Q.—Will you be good enough to tell us 


- what company that was ? A.—The Sun 


Life. 


Q.—And with whom did you have the 
discussion you speak of ? A.—With T. B. 
McCauley, the secretary. 

Q.—Tell us, as nearly as you can re- 
call it, the purport of the discussion ? I 
want your attitude and his attitude ? A. 
—My attitude was simply this: that the 
company was not complying with the 
Statute, The Statute laid down a cer- 
tain proportion to which they might go, 
and they could not go further. Mr. Mc- 
Cauley’s attitude was about to this ef- 
fect : that while they had exceeded the 
amount, he thought it in the interest 
of the company that they should do so, 
that they had found a difficulty in get- 
ting Canadian investments suitable in 
order to invest their funds, and that they 
thought it better and more in the in- 
terest of the company to get such in- 
vestments as they had taken. 


Q.—That was an argument, so far as 
one could speak of it secondhand, which 
said, ‘We must break the Statute be- 
cause it is expedient ?” A.—Well, that 
is about the effect of it. I think that 
was the whole effect of it. 


Q.—Then what was the result of the 
discussion ? A.—Well, it did not result 
in anything, except a promise to en- 
deavor to reduce it. I think Mr. Mc- 
Cauley on the ocasion I refer to said, 
“Well, we will not invest any more, and 
the result will be that we may at the 
end of the year be compelled to show a 
very large amount of uninvested funds 
in our hands, because we cannot get suit- 
able investments for them.” 


Q.—That you say was in 1904, in the 
course of your inspection ? A.—Well, it 
was not in the course of the inspection; 
it was in the course of a scrutiny after 
the inspection, and my calling upon Mr, 
McCauley to discuss the matter with 
him. ‘ 

Q.—Could you fix the date of it any 
more nearly than saying it was in 
1904? What time of the year would 
that be ? A.—I should think in August, 
or it might be within the first three or 
four days of September. 
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Q.—Do you recall, or can you tell by 
looking at the return for 1903 what the 
extent of the excess over the limit was ? 
A.—Well, I cannot recall it, I would only 
have to look it up. 

Q.—Was it trifling or very 
tial ? A——It was substantial. 

Q.—And what you got was a promise 
to endeavor to reduce it ? A.—Yes. 

Q.—I won’t call it a veiled threat, but 
a statement that probably at the end 
of the year their return would dis- 
close uninvested funds ? A.—Yes, that 
statement was made to me. 

Q.—A dearth of Canadian  seeurities, 
no opportunities of investing ? A.—Yes, 

Q@.—And uninvested funds at the end 
of the year might be expected, while 
the foreign investments might be re- 
duced ? A.—Well, in connection with 
that I should say again that this par- 
ticular company persistently—well, prob- 
ably I will not say persistently, but cer- 
tainly was agitating for a change in the 
law which would permit an investment 
of a larger amount. 

Q.—What was the nature of the agi- 
tation ? A~—Well, probably letters to the 
Department, I think possibly— 

Q.—A note will be made of that—lit- 
erature bearing on the question of 
increasing power of foreign invest: 
ment? A.—Does that simply refer to 
correspondence from the Sun now, or any 
other quarter, 

().—-Generally? A.—Very well. 

Q.—Are you able to say, or would 
an examination of the return for 1904 
enable you to say what the result of 
the discussion between yourself and Mr. 
MacAulay? A.—TI cannot speak positive- 
ly without examining the return, but ny 
impression is that it was considerably 
reduced. 

().—And was there the _ uinvested 
moneys on hand? A.—I do not remem- 
ber that there were. 

()--If you will make a note of that, 
I would like to have you have some 
body make a statement with respect. to 
that which you can yourself verify? A, 
-— Yes. f 

Q.—-Both as to the returns of 1904 
and the returns of 1905? A.—-Yes. 

Q.—I want to get the state of things 
when you were discussing it—the ex- 
penditure and the investment when yon 
were discussing it? A.—-Yes. 

Q.—Did you ever make any reports to 
the Minister upon the subject of this 
discussion in 1904, and upon the attitude 


substan- 
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taken iby the Sun Life? A.—Not in 
writing, I did not make a written re- 
port. but I did mention the subject. to 
the Minister, 

Q,.—-Shortly after the time of the dis- 
cussion, or when would that be? A.— 
Well, I would not like to attempt. to 
fix the date, because, as you kuow, the 
Minister of Finance has been away from 
the city a very great deal in the last— 

Q.—-How was that in 1904? There 
was a long session in 1904? A-—There 
was a long session in 1904, and of course 
he:was here; I have forgotten when it | 
closed. ‘Then, besides that, it will be 
understood that when Mr. Fielding is 
here he is a wonderfully) busy man. and 
it is with very great difficulty that any 
person can see him for any length of 
time. 

Q:—At. all events, you say you did 
discuss this with him? A.—yYes. 

Q.—Or made a report upon the sub- 
ject to the Minister? A.—Yes, 


Q.—I will probably come back to 
that so as ta embrace more than one 
topic in it, Then we have Mr. Goldman’s 
letter in reply. That is already in an- 
other exhibit and has been read, but I 
read it because I want to ask you a 
question or twe about it, perhaps. 
(Reads letter.) “In the first place the 
loans made on the United States securi- 
ties to which I call your attention are 
not lent outside of Canada, and there- 
fore do not come within sections 3, 4. 
5 and 6 of the Insurance Act.” We wil! 
take the Act and get the exact force? 
A.—Clauses 3, 4 and 5 of section 50, 


Q.---Yes? A.—Shall I read the clauses? 


Q.—No, if you have them before you, 
that will do. The third clause permits 
a life insurance company to invest in 
foreign securities outside of Canada, 
(Reads clause.) What knowledge have 
you as to the requirements of the for- 
eign country in question here with re- 
spect to deposit and investment? A-— 
The amount deposited in the case of this 
North American was deposited, I think. 
with the State of New York. 


Q.--And it is the amount mentioned 
in your letter, $264,191.60? A.—I would 
not Jike to say from memory, 


Q.—And the company has on deposit 
in New York State Canadian securities 
to the value of $2,641.91. You have the 
requirements of the Statute of New 
York within the meaning of section 3 
presumably to the extent mentioned in 
your letter; would that be right? A.— 
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Yes. The correctness of the figures [ 
think you will observe is not questioned. 

Q.—Just for a moment I ask your 
construction of this question, Suppos- 
ing there is a requirement of the State 
of New York that a certain deposit or 
reserve shall be maintained on deposit 
with the State authorities, what is your 
view and what is the departmental view 
as to the $100,000 provision? Has that 
any) operation in your view? A.—that 
has not any operation. 

()—In your view the company would 
not be entitled to add $100,000 to main- 
tain the foreign branch in addition to 
the amount which it was bound to de- 
posit as a reserve? A.—No, I think the 
meaning of that section seems quite 
plain; where it is only expedient to 
maintain it, it may be $100,000, but no 
more, but if it is required by the law 
of the country it may be a larger 
amount, 

Q.—It may be what the law requires, 
but they cannot add to that on the 
ground of expediency? A.—No. 

Q.—That is your construction? A,— 
Yes, 


Q.—And the construction you have 
always maintained as the head of your 
Department? A.—Yes, 


Q.—The fourth subsection provides 
that “any such life insurance company 
doing business in the United States”— 
(Read subsection.) That is including a 
Government deposit? A.-—Yes. 

Q.—Or including ‘$100,000 if that is put 
in for the maintenance of the branch 
on the ground of expediency. Was it 
with reference to that section that you 
included ten per cent, upon the rein- 
surance reserve on the foreign business 
and arrived in your letter at the amount 
which might rightly be invested in the 
United States? A—I am under the 
impression the North American does 
business e‘sewhere than in the United 
States, J am not very certain as to 
that, but I think it is the case. 


Q.—At all events, it was the rein- 
surance reserve on foreign business. plus 
ten per cent,, that was the basis of your 
letter as the authorized foreign invest- 
ment? A.—Yes. 


Q.—And is that they way in which 
you, for the Department, have construed 
this section? A,—Yes. 


(.—Then I want to deal with all the 
sections referred to by Mr. Goldman, 
Section 5 says “Any such life insurance 
company doing business in the United 
Kingdom”—-(Reads_ section). Do you 
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know whether the North American Life 
does business in the United Kingdom? 
A.—By the return given me I see they 
do not do business in the United King- 
dom, 


Q.—Then that clause does not apply 
to that at all? A.—It would appear not 
to apply to them. 


Q.—By the way, I may forget it, and 
it is a little out of order now, but 1 
should like to ask you, as _ having 
something to do with the fram- 
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to ask you the reason for limiting 
the class of investments in the United 
Kingdom, and making the power te 
invest there very much more strict 
than the power to invest under section 
4 in the United States. You see that 
it is so? A.—I see that it is so. The 


‘ fact seems to be this: That the North 


American had certain powers—well, 
most of the companies doing business 
outside of Canada, doing business in 
Great Britain, had certain powers in 
their charters ; the North American 
had an Act of Incorporation, at least 
an amending Act, an Act amending 
their Act of Incorporation passed in 
1897. The Canada Life had previously 
obtained a similar Act. I think the 
wording of this section is substantially 
the wording that was in the sections of 
these two Acts. There was never any 
demand for any extension of the power 
so’ far as— ‘ 


Q.—So far as the United Kingdom was 
concerned 2? A.—No., 


Q.—As I understand you to say, sec- 
tion 5, with respect to the United King- » 
dom, practically followed the charter 
powers of the company, and no exten- 
sion in respect of the United Kingdom 
was asked? A.—No, not as far as I 
remember, 


Q.—And the request for legislation 
increasing the range of securities was 
altogether in respect of the United 
States? A.—As I remember, it was. 

Q.—That is an explanation, of course? 
A.—Yes. 


Q.—That has not any bearing on 
what we are discussing, and we shall 
have to come back to it when discussing 
the larger question, Is it your view, 
before we take it up at all in detail, 
that section 6 has any application what- 
ever to the North American Life? A.— 
I think it has. 

Q.—You think it has? A.—yYes. 
Wait, now, I may be wrong there. On 


reading it carefully now I do not think 
it has. 
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Q.—Your idea would be that in order 
to make section 6 apply, the company 
in question would have to be doing 
business, not only elsewhere than in the 
United Kingdom and the United States, 
but also in the United Kingdom and in 
the United States? A.—I think that 
is the construction. 

Q.—And unless the company is doing 
business in the United States, in the 
United Kingdom and_ elsewhere—all 
three—that section does not apply ? A. 
—That section does not apply. I think 
that is correct. 

Q.—Then we will return to Mr. Gold- 
man’s letter. I will read that again, 
in view of the statute. “In the first 
place, the loans made on the United 
States securities and to which I call 
your attention, are not lent outside of 
Canada.” What did you take him to 
mean by that? A.—Mr. Goldman’s 
construction of the Act is that it is 
quite legitimate to lend upon foreign 
securities if the loan is made in Can- 
ada, and as T take it, the securities held 
in Canada, possibly made to a Can- 
adian, to some person here, that it does 
not apply; that is the construction he 
has put upon it. 

Q.—Do you agree with that? <A.—I 
do not. I do not think that is the 
meaning of the statute. 


Q.—Have you ever acceded at all to 
that view? A.—I never have acceded 
to it. 

Q.—Then departmentally you reject 
that theory? A.—I do. 


Q.—Then the next paragraph of the 
letter is, “The loans referred to are up- 
on call, and that for $273,000”—it is 
$277,000 in your copy of the letter and 
$273,000 in his—“Has been paid off since 
our report. It is, therefore, unneces- 
sary to say more respecting the same.” 
It is not for me to express an opinion, 
but what do you say as to the state- 
ment, “It is unnecessary for us to make 
any excuse if when we find it we sell 
out an objectionable security”? What 
do you say to that? A.—I do not 
think it is an excuse at all. 


Q.—“The small balance is held as col- 
lateral to the Winnipeg electrical loan, 
and will be taken up immediately’? 
What does he mean by the small bal- 
ance? A.—Deducting from the loan 
the amount which, he says is paid off, 
the $273,000. 


Q.—Deducting that from the $1.110,- 
000, and then substracting the $406,000, 
which they were entitled to invest from 
that, he calls the remainder a very smal] 
balance. It looks like a substantial 
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balance? A.—TI think perhaps you mis- 
understand Mr. Goldman. He speaks 
in the letter which is not in—there is a 
loan mentioned as so much loaned—it is 
one of the items, and I have forgotten 
what it is—the sums that went to make 
up the $1,110,000. 

Q.—Those were the United States 
bonds owned by the company $569,000, 
loans upon United States securities 
$277,300, and the New York deposit in 
Canadian securities $264,191.60. These 
together made up the million? A.—I 
will tell you what he means; there 
were $277,000 loaned upon certain se- 
curities there, and of that $273,000 had 
been paid off, and the difference is the 
trifling sum he speaks of. 

Q.—“The deposit in New York State 
is in Canadian securities, and, therefore, 
cannot be construed. in any way as a 
foreign investment”; what do you say 
as to that? A.—I say it is not a for- 
eion investment, but it is deposited out- 
side of Canada under subsection 3, and, 
therefore, must be counted in.. 

Q.—The statute says so? <A.—Yes. 

.—‘You call attention to the fact 
that amount of bonds of United States 
corporations owned by this company, 
$509,000.” (Reads.) You have al- 
ready given me your construction of the 
statute? A.—Yes, as to the $100,000. 

Q.—You do not agree with that? A. 
—No, 

Q.—You never did? A.—WNo. 

Q.—“As we are authorized to trans- 
act business in five other States besides 
New York.” (Reads letter.) A.— 
Possibly that point may be arguable, al- 
though I never so construed it. 

Q.—He does not suggest that the au- 
thority to transact business in the five 
other States is coupled with the obliga- 
tion to put up a deposit; that obliga- 
tion must exist according to your con- 
struction of the statute? A.—Yes, I 
think that obligation must exist, to ex- 
tend the power of foreign investment. 


Q.—That seems to be the nature of 
the correspondence, but, of course, it is 
very recent? A.—Quite recent. 


Q.—You have not made any reply to 
that letter? A.—T have not. 

Q.—Is it proposed to departmentally 
notice the fallacies in it? A.—I have 
not yet arrived at a conclusion in re- 
gard to it. 


Q.—Is the matter still under advise- 
ment? A.—yYes. Just here it might 
be proper to remark that there is a pos- 
sibility of an amendment to the Insur- 
ance Act in such a way as would alter 
the proportions of securities that might 


INSURANCE. 157 


SESSIONAL PAPER No. 66 


8th day, March 22, 1906. 


be invested, or to create a new basis up- 
on which furtds should be invested, and 
later I would like—I think you have al- 
ready asked for it—to bring down the 
correspondence relating to investments, 
or does that refer simply to— 

Q.—I intend to take up that question 
with you later on. I want to deal, 
however, with the suggestion of legisla- 
tion, so as to cover all the subjects that 
will be embraced in it, and therefore, I 
am clearing things out of the way be- 
fore I come to that. Now, just one 
question before I leave the correspond- 
ence with Goldman. Do you suggest to 
the Board that you have no effective 
means under the powers with which you 
are clothed to deal with a question of 
this sort—to deal with it against the 
will of the insurance company offending? 
A.—That is my construction of the stat- 
ute, that I have no means of enforcing 
any request that I might make; if I 
asked the company to get rid of these se- 
curities that 1 have no means of enfore- 
ing. 

The Chairman: Q.—In the event of 
their refusal are you powerless? A.— 
Yes. 

Mr. Shepley: Q.—That is your view of 
the statute? A.—yYes. 

Q.—Do you consider—I do not want 
to deal with that in extenso just now, 
because I shall have to take it up again 
in connection with a wider range of 
questions—do you consider that the ne: 
cessity for a renewal of the license does 
not put any power in your hands in that 
respect? A.—I do not think it does. 

Q:—You do not think that you could 
refuse to renew a license to a company 
which is violating the statute? A.—No. 

Q.—And deliberately and defiantly vio- 
lating the statute? A.—No. The clause 
to which you refer, I think, is in section 
_ 25, if I remember rightly. 

The Chairman: Q.—Clause B, of sub- 
section 10 of section 25? A—Yes. “If 
liabilities of Canadian Life Insurance 
Company exceed assets, license may be 
withdrawn.” 

Mr. Shepley: Q.—That is a ground 
for withdrawing the license? A.—Yes. 

The Chairman: Q.—The specifie ground 
mentioned in this clause? A.—yYes. 

Mr. Shepley: Q.—You do not grant 
a license in the first instance unless in 
all respects the company has complied 
with the Act? A.—I do not. 

Q.—Do:you think you are bound to 
renew if it is not complied with? I 
would like you to think that over be- 
tween now and to-morrow, or when you 
have time? A.—If you are going to give 
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me until I have time, it will probably 
not be to-morrow. 

Q.—I shall have to ask you some fur- 
ther questions about the scope of your 
power, so we will pass on. The next 
matter is with the Sun Life. On the 
19th February of this year you write to 
Mr. Macauley—(Reads letter). Your 
computation set out in that letter was 
based upon your construction of these 
various sections that you have already 
given? _A.—Yes. 

Q.—And the figures are taken from 
the returns of the company? A.—Taken 
from the returns. 

Q.—Then on the 22nd February, Mr. 
Macauley replies to that letter (Reads) 
Now, let us deal with that. What do 
you say as to that contention, first the 
minor contention as to the $20,000 Chi- 
cago and Milwaukee bonds; that he says 
being already counted in the foreign se- 
curities ought not to be recounted when 
it is part of the British deposit. What 
is your idea with regard to that? A.— 
It is not—I do not think the sum is in- 
cluded a second time in the way that is 
made up; of course, I suppose, it should 
not be counted twice, but 1 am aware 
that it is so. 

Q.—His statement is that it appears; 
it is not of very much importance; it is 
a matter of detail; he says it is already 
included in corporation bonds? A.—I 
have a list of the bonds that made it up. 

Q.—Just see if the Chicago and Mil- 
waukee $20,000 is there? A-—Chicago 
and Milwaukee Railway Company, $192.- 
540. Mr. Grant, by whom these figures 
are made up, tells me that probably it 
does include it; so Mr. McCauley is pos- 
sibly right there. 

Q.—Your idea may be that to the «~ 
tent of $20,000—A.—That there may be 
an error there in regard to that. 

().— With regard to the major conten- 
tion made under subsection 6, that you 
are not to include British deposits at all, 
what do you say to that? A.—That 
raises a point which I never have con- 
sidered, 

Q.—You have never considered that 
point? A.—No, I may say it came to my 
attention first when that letter was re- 
ceived from Mr. McCauley, because you 
will observe that here is a difference in 
the wording between that subsection 6 
and the other subsections. In subsec- 
tion 5 you will find “Including any sum 
invested or deposited.” Then we have 
“Invested or lent outside of Canada” are 
the words in subsection 6. 

Q.—It has also the words Invested or 
deposited under the authority of sub- 
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sections 3, 4 and 5” However, you have 
not considered that? A.—No, I have 
not. : 

@.—That will be a matter of construc- 
tion which the court can deal with if 
necessary? A.—If it became necessary 
for me to construe that I ‘should apply 
to the Department of Justice for their 
interpretation. 

Q.—That would be the proper course 
for you to take? A.—Yes. 

Q.—“The next point to which I would 
draw your attention is the change”— 
(Reads letter). What do you say to 
that? A.—I am unable to agree with 
that contention. 

Q.—You do not agree with it, for the 
reasons you have given me when we were 
considering the other case? A.—No. 

Q.—I trust you will pardon me’”— 
(Reads). Have you given that para- 
graph any consideration? A.—I have 
not; that is one that always comes up 
when the question of powers of invest- 
ment are being considered. 

Q.—There has always been, as I un- 
derstand your answer to mean, there has 
always been this question raised as to 
discriminating against Canadian compa- 
nies in respect of powers of investment? 
A.—Yes, there has always been that 
question raised. JI have a considerable 
amount of correspondence on that sub- 
ject. 

Q.—That is a question, of course, 
which is many sided. Are you able te 
say whether or. not the Department, 
apart from the statute as it now stands, 
has any policy upon that subject? A. 
—Well. I would not like to undertake 
to say what the policy was; understand, 
it is not my policy; it is the policy of 
the Minister, and I am not able to say 
what his ‘policy would be on that sub- 
ject. 


@.—When we come to deal with the 
question of proposed legislation, I under- 
stand there has been some legislation 
which you have had under way for some 
time? A.—Yes. 

Q@.—When we come to discuss that, 
perhaps we will be able to get at all 
events what your views have been from 
the legislation which your propose? A, 
—Yes. 

@.—Then I pass that for the present. 
Then he goes on to argue from the in- 
terest of the policyholder. “We _ also 
feel strongly—” (Reads). Have you 
formed any view about that? A—I 
have not. The whole subject of what 
are proper investment has not been 
definitely decided upon. 
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(.—I should say from the list of the 
securities of the Sun Life we saw yes- 
terday that some of the American cities 
served by the Utility Company, whose 
bonds are held, are not very much larger 
than some of the Canadian cities? A,— 
That may be so, 


Q.—‘While we have taken the liberty 
of expressing our views”’—(Reads). That 
letter was dated 22nd February, and 
does the same observation apply to that 
as to the other correspondence that you 
have not taken up since? A.—Yes, 


@.—Then the other correspondence 
you have given us is with the Royal 
Victoria. On the 16th March of this 
year your wrote to Mr. Burke, “I de- 
sire to call your attention”—(Reads). 
That is a somewhat different question; 
it is a question as to an investment al- 
together unauthorized? A.—Altogether. 


Q.—And not a question with respect 
to an excessive investment in authorized 
securities? A.—It is a different case. 
This company is not doing business out- 
side of Canada. 


Q.—That question does not arise, and 
it is a pure question of power under 
section 50 to invest in this particular 
kind of security? A.—Yes. 


Q.—125 shares of Detroit Railway 
Company? A.—Yes, 

Q.—We will see what he says as to 
that. On the 20th February—that may 
not be the date. Your letters is the 
16th March? A.—Well, the typewriter 
has evidently made a mistake in the 
month in making the copy. 

Q.—Your letter ought to be February 
16th? A.—Yes. 


Q.—Or February 19th? A.—yYes. 


().—You will have that rectified? A.— 
Yes 


@.—This letter seems to be in reply 
to that, although it is dated 20th Feb- 
tuary, “I beg to acknowledge receipt. of 
your favor of 19th instant”—(Reads). 
Was this the first time this company 
had ever offended in this way? A.—lIt 
is the ffirst time. 

@.—Then on the 5th March he writes 
again, “Continuing our  letters”— 
(Reads). Are those all authorized secu- 
rities? A.—I think they are, sir. 

Q.—He does not say what Light, Heat 
& Power that is; is that the Montreal 
company? Perhaps you have not had 
time to verify that? A.—No. 

Q.—You have not had time to verify 
the securities mentioned in Mr. Burke’s 
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letter of the 5th March as being auth- 
orized securities? A,—No. 

(Special reports and communications 
(large volume) are marked Ex. 33. Cor- 
respondence Ex 34), 

Q.—Then, taking up the memorandum 
of matters to be looked into, the next 
subject I find is correspondence with re- 
gard to the dispute which the Canada 
Life as to the power of investment? A. 
—This is it. 

Q.—This is a bundle of correspond- 
ence or papers; first you submitted <o 
the Department of Justice on the 15th 
December, 1903, a case for opinion. On 
the 30th December, 1902, that opinion 
was given by the Deputy Minister, On 
the 2nd February, 1906, you wrote again 
to Mr. Newcombe, enclosing a copy of 
a letter from Mr. Watt, treasurer of the 
Canada Life Investment Department, 
dated 19th May, 1905, and also a copy 
of an opinion of the counsel for the 
company? A,—Yes, 

Q.—Is there anything further? A.— 
There is nothing further. The Deputy 
Minister has not replied to that last 
letter. 

Q.—Your last letter, being dated 2nd 
February, it has not, up to the present 
time, been replied to? A,—No. 

Q.—And is that all the correspondence 
upon that subject? A,—That is all there 
is, 

Q.—How did the question come to be 
mooted between you and the Canada 
Life? How did you come to ask for an 
opinion, because there does not seem to 
be any correspondence with the Can- 
ada Life on the subject? A.—No, I think 
the letter to Mr. Newcombe will show 
how that was. It was frequently spoken 
of; there were two companies who were 
spoken of, the Canada Life and the Sun; 
they have very much wider powers than 
the other companies, and the other com- 
panies would say “I think we should be 
put on a better footing,” and therefore 
would ask for wider powers. That is 
set out in the letter to Mr, Newcombe. 


Q.—I propose to read your statement 
of case, omitting the setting out of the 
statute, but calling attention to the pro- 
vision which you had set out, “The 
Canada Life Insurance Company’— 
(Reads). Your idea is, I suppose, that 
‘the public securities of this Provincee— 
the words “Of this Province dominated 
the section? A,—Yes. 

().—That was the old Province’ «cf 
Canada? A.—Yes, consisting of the 


Province of Ontario and the Province of 
Quebee. 
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Q.—Let me see if we understand alike 
the second and third questions; the sec- 
ond question is based upon the view 
that unless a bank or chartered com- 
pany) came into existence by virtue of 
the legislative authority of the late 
Province of Canada before Confedera- 
tion, it would not be a bank or chartered 
company to whose securities the power 
would extend? A,—That was the pur- 
pose, 


Q.—That was the view upon which 
the second question was founded? A.— 
Yes. 


Q.—Then the third question is a ques- 
tion which is supplementary to 
that, where the original Act can be con- 
strued as authorizing investment after 
eonfederation in securities of the two 
Provinces which formed tthe old Pro- 
vince of Canada? A.—Yes, 


Q.—When I say of the two Provinces 
I say securities of incorporations by thé 
original constituents of the late Pro- 
vince of Canada? A.—yYes. 


Q.—Then you proceed, ‘In the event 
of your answer to question one,” 
(Reads.) That is whether your original 
idea that the words “this. Province’ 
dominated this section is correct, or 
whether those words may be disregarded 
in dealing with the subsequent power ? 
A.—Yes. 


Q.—The statement of case winds BP, 
“I am assuming that the.” (Reads. ) 
Question 5, is this assumption well 
founded? That if they could invest in 
stocks you thought that was a wide 
enough power to enable them to invest 
in bonds which were in the nature of 
stock obligations ? A.—Certainly. 


Q.—Then the opinion of the Depart: 
ment of Justice, 30th December. 
(Reads.) Your main view, then, was 
sustained by the Justice Department ? 
A.—yYes. 


Q.—‘“Secondly, I think that the stocks 
of the banks and other chartered com- 
panies mentioned in that Act.” (Reads.) 
What did you understand by that last 
limitation, “So far as they relate to se- 
curities issued under and by virtue of 
enabling legislation”? A.—I have had 
difficulty myself in construing that 
clause, as to precisely what it meant, 
and J had at one time thought of get: 
ting an explanation of it. 


Q.—The main part of it is clear, that 
the Justice Department is of the opin- 
ion that the stocks of banks and other 
chartered companies mentioned in the 
Act must be the stocks of banks and 
other chartered companies deriving their 
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corporate powers from the Legislature 
of the old Province of Canada; that was 
plain? A.—Yes, 

Q.—The answer to the third question 
is: (Reads.) “Except insofar as se- 
curities include such mortgages.” That, 
of course, cuts the powers of the com. 
pany down very considerably, if it is 
correct. Then question 4. (Reads.) 
The answer to question one being af: 
firmative, no answer is required to that 
question. The answer is no, that it 
has not power, irrespective of the ter- 
ritorial limit. Question 5, “I do not 
think the expression ‘stocks’ includes 
bonds of the chartered companies refer- 
red to.” That was the opinion? A, 
—Yes. 


Q.—On the 2nd February of this 
year—how did the question come up a 
little more than three years later ? 
What was the occasion for taking the 
matter up again? A.—It was in this 
way: When I had obtained that opin- 
ion I happened to be in Toronto ; I be- 
lieve the opinion was sent to me in To- 
ronto. I was in Toronto at the time. 
It was either sent to me there, or else 
I was going there, so that instead of 
sending it by mail I took it and de- 
livered it to one of the officers of the 
company. 

Q.—You showed them the opinion ? 
A.—Yes, with the request that it should 
be dealt with at a very early date. Well, 
it was not dealt with for quite a long 
time, and my recollection is that T had 
to ask to have the solicitor of the Can- 
ada Life deal with it. Well, ultimately 
he did so, and there is a letter from Mr. 
Watt, the treasurer of the company, 
enclosing copies of Mr. Bruce’s opinion. 

Q.—Mr. Bruce’s opinion seems to 
have been given on the 12th May, 1905? 
A.—Yes. 

Q.—That would be two years and a 
few months from the time you had 
shown them the Deputy Minister’s 
opinion? A.—Yes. = 

Q.—Then on the 2nd February you 
wrote to the Deputy Minister, “I have 
the honor to send you”— 


Mr. McCarthy : Have you the letter 
from Mr. Fitzgerald to Mr. Newcombe 
on the 10th September, 1902 ? 


Mr. Shepley : I have not. 


Mr. McCarthy : And there is a letter 
of the 5th January, 1905. That letter 
of the 5th January shows what brought 
forta Mr. Bruce’s letter. 

Mr. Shepley: Q.—Will you look at 
that? That is said to be a letter of 
September, 1902, which antedates your 
case for an opinion. Do you recognize 


.ment of Justice? 
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that? A.—That seems to be a letter, 
yes, that I wrote to them. 

Mr. Shepley : Subject to verification. 
T am going to use it. This letter of 
the 10th September, 1902, precedes the 
submission of the case to the Depart- 
A.—That will come 
up in another inquiry altogether. That 
comes up under the last clause, “Cor- 
respondence, opinion Department of Jus- 
tice, re subsection B on scope of section 
50.” That will come in under the last 
clause. 

Q.—You have allocated this corre- 
spondence to another subject? A.— 
Yes, as I think it clearly belongs to 
another question, because the question 
which arose regarding the Sao Paulo 
came under subsection 30 and they justi- 
fied the thing on the ground of their 
original charter. 

Q.—So that we have it in another 
connection? A.—Yes. 

Q.—We can put the correspondence 
together afterwards, if there is a logical 
connection between these questions. We 
can go on in the way you have ar- 
ranged it. I do not want to get you 
away from the method in which you 
have considered it. “T send you a letter 
from Mr. Watt.” (Reads letter.) Mr. 
Watt says that he encloses copy of 
solicitor’s opinion on the investment 
powers of the company. (Reads letter.) 
Then the opinion of Mr. Bruce is dated 
12th May, 1905, addressed to Mr. Watt, 
treasurer of the Canada Life. (Reads 
letter.) 

Mr. McCarthy: The reason I gave 
you those two letters is that they be- 
came interwoven in that way. 

Mr. Shepley: Mr. Fitzgerald has ar- 
ranged them in another way. 


Mr. McCarthy: It does not make 
any difference. 


Mr. Shepley : Q.—You say that since 
you sent Mr. Bruce’s opinion to Mr. 
Newcombe the letter has not been dealt 
with in the Department of Justice? A. 
—No. 


(Correspondence Ex. 35.) As a mat- 
ter of fact, I sent to the Department of 
Justice and got back these papers from 
them, so that when the Commission is 
through with them I will have to re- 
turn them to the Department of Justice 
again. 

Q.—I pass over the next item in point 
of time: “Correspondence with the Sun 
Life as to change in rate from 4 1-2 to 
3 1-2”; that I pass over. “Correspon- 
dence, opinion Department of Justice, re 
subsection B on scope of section 50.” 
What securities are you dealing with 


INSURANCE. 161 


SESSIONAL PAPER No. 66 


Sth day, March 22, 1906. 


there? A.—Sao Paulo and Mexican 
Light and Power. 

Q.—Il see on the 10th September, 1902, 
you took up with the Department of 
Justice the question of the Sao Paulo 
Tramway Light and Power Company ? 
A.—Yes. 


Q.—Will you tell the board, as you 
remember it, the circumstances which 
led to your taking the question up at 
that time ? A.—I have no distinct re- 
collection of the matter, but I prsume 
because a great deal had been said in 
the papers at this time about the bonds 
of that company and also, and also the 
company had some of them amongst 
their list of securities. The question 
was raised whether they were a Cana- 
dian security in the first place or a 
foreign security. 

Q.—Tell me what your opinion was 
with respect to the Sao Paulo Tramway 
Light and Power Company when you 
took the matter up. In the first place, 
how was the company incorporated ? A, 
—The company was incorporated in Can- 
ada; it was incorporated, I believe, by 
the Province of Ontario. 


Q.—Under the Companies’ Act, by Let- 


ters Patent issued under the General 
Act ? A.—I think that is the case. 

Mr. McCarthy : The letter of the 10th 
September sets it forth. 

Mr. Shepley : Q.—And what was the 
sphere of operations of the company ? 
A.—It carried on no business in the Do- 
minion whatever. 

Q.—Where did it carry on its opera- 
tions ? A.—I believe in Brazil. | 

Q.—Was its corporate function what is 
indicated by its name, Tramway Light 
and Power ? A.—That was only a por- 
tion of its powers. ‘ 

Q.—But that would indicate gener- 
ally that it was a company intending 
to take advantage of electric power gen- 
erated from water power? A.—Yes. 
I think the case stated for opinion 
shows exactly the situation. 

Q.—Then securities of that company 
had been found among the investments 
of some insurance companies ? A.—Some 
insurance companies. 

Q.—And you took up the question with 
reference to the authority conferred by 
the Act to deal in that class of secur- 
ity ? A.—That was the idea. 

Mr. Shepley: Better make a note of 
tion of any clause in section 50 of the 
Insurance Act which gives power to deal 
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with the securities of this class of com- 
pany if the security is a foreign one ? 
A.—If it is a foreign one, I think not, 

Q.—This company is not of the class 
whose securities can be dealt with ? 
A.—The information that I wanted was 
whether being a company such as this, 
although incorporated in Canada, was 
doing business outside of Canada, whe- 
ther that came within the meaning of 
clause B of section 50. 

Q.—Clause B of section 50 being— A.— 
“Every such society or company being 
incorporated in Canada”; it was incor- 
porated in Canada, but that was the only 
Canadian feature in connection, as I 
understand the matter, and _ therefore 
it’ was that it was submitted to the De- 
partent of Justice. 

Q.—On the 10th September you wrote 
this letter, stating the case. “Re Sao 
Paulo—(Reads letter). Then that was in 
September, 1902. I see the opinion of the 
Department of Justice is not given till 
the 5th January, 1905 ? A.—Yes. 


Q.—Have you any means of explain- 
ing the apparent delay ? A.—No, I ean- 
not. They found a difficulty, I presume, 
in arriving at a conclusion. I have noth- 
ing else to suggest. 


Q.—You do not know of any communi- 
cations in the interim upon the subject 
between your Department and the De- 
partment of Justice ? A.—No. 


Q.—Are you aware whether or not 
there was any communication between 
the Department of Justice and the in- 
surance companies upon the subject in 
the interim ? A.—I am not aware of any, 
except I think that the opinion states 
that Mr. Lash concurs in. the opinon. 
I think it is so stated in that opinion. 

Q.—In the opinon of Mr. Newcombe ? 
A.—I think it is stated there. 


Q.—Mr, Watt had said that Mr. Lash 
concurred in Mr. Bruce’s opinion on the 
other point, you know ? A.—Yes, 


Q.—Then the Department wrote on the 
5th January, 1905. (Letter read.) The 
next letter I see here is a Jetter from. 
yourself to Mr. Watt. (Letter read.) 
What was that report of the Tramway 
Light and Power Company ? A.—There 
must be a letter omitted there. It was 
no doubt a letter enclosing a copy of 
the opinion of the Department of Jus- 
tice. ; 
raMr Shepley: Better make a note -f 
that; correspondence between Mr. Fitz- 
gerald and the Canada Life between 5th 
and 18th January, 1905. 
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Witness : Probably I was in Toronto 
and saw Mr. Watt. and told him what 
the opinon was, and thereupon, upon my 
return, I sent it. 

Q.—He sent you a letter on the 17th, 
because it is referred to in yours of the 
18th ? A.—He wrote me, reminding me, 
probably, of my promise to send it. 

Q.—We will get it later on. Then you 
sent him a copy of that letter on the 
2nd February, and on the 3rd February 
he writes acknowledging. On the 4th 
February you write to Mr. Watt. 7th 
February Mr. Watt to you; 8th Febru- 
ary Mr. Fitzgerald to Mr. “Watt; 10th 
February Mr. Watt to Mr. Fitzgerald; 
llth April Mr. Fitzgerald to Mr, Watt; 
‘18th April Mr. Watt to Fitzgerald. (Let- 
ters read.) Then a letter from Mr. Fitz- 
gerald, going back again, 3lst Janu- 
ary, about the same matter to Mr. Dex- 
ter, Managing Director of the Federal 
Life. (Letter read.) February Ist Mr. 
Dexter to Mr. Fitzgerald; 9th February 
Mr. Fitzgerald to Mr. Goldman, Manag- 
ing Director of the North American. 
Then Mr, Goldman to Mr. Fitzgerald, 
Ist March, 4th March Mr. Fitzgerald to 
Mr. Goldman acknowledging. Then Mr. 
Fitzgerald to Mr. Junkin, Managing Di- 
rector of the Manufacturers. Then Mr. 
Junkin’s reply. Mr. Fitzgerald to Mr. 
Junkin 13th February. Then a letter Mr. 
Fitzgerald to Mr. Bradshaw of the Im- 
perial Life, 17th February. (Letters 
read.) Then he states the opinion of the 
Minister of Justice, and that Mr, Lash 
concurs in it. There was no reply to 
that letter ? A.—Unless it is there, I 
am not in a position to say there was 
a reply. 

Q.—In regard to the Sao Paulo, that 
correspondence upon the subject, and the 
opinions you have from the Minister, and 
you have not yet received, apparently. 
any opinion or any copy of any opinion 
given by counsel for the Canada Life. 
which was contemplating taking the 
opinion of counsel, Mr. Bruce’s opinion 
you have not seen; at all events, it is 
not. amongst these papers? 

Mr. McCarthy: That one you read 
was Mr. Bruce’s—“And if I am correct 
in the opinion advanced before, the Sao 
Paulo honds,” ete, 

Mr. Shepley: Oh, yes, that is right. 

Q.—That is so much for the Sao 
Paulo; which of these companies have 
acceeded to the view that has_ beer 


taken departmentally, and has disposed 
of its bonds, and which of them is hold- 


lla 
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ing? A.—TI think they have about ali 
disposed of them. 

Q.—The Canada. Life also? A.—My 
impression is that they have. Mr, Grant 
reminds me that they have disposed of 
them, as he remembers it. 

Q.—Now, the other company, as_ to 
the powers to invest in the securities of 
which you had the correspondence 2ol- 
lected, is the Mexican Light & Power 
Company. I suppose you took this mat- 
ter up for the same reason that you 
toak up the Sao Paulo? A.—Yes. 

Q.—That you found in the invest- 
ments for the year 1904? A.—Yes, 

Q.—And you took it up early in 1905? 
A.—Yes, 

Q.—You asked the Deputy Minister in 
a stated case of the 14th February for 
his opinion? A.—Yes. 

().—On the 3lst March, 1905, Mr, New- 
combe writes, (Reads letter.) Then on 
the 8th April you wrote to Mr. Mac- 
aulay, of the Sun Tiife, enclosing a 
copy of that opinion? A.—Yes. 

Q.—On the 10th April he replies. 
(Reads letter.) Then you write en the 
12th April to the Deputy Minister. (Let- 
ter read,) On the 15th April Mr, New- 
combe writes, (Letter read.) Then Mr. 
Macaulay writes. (Reads.) Did you 
read all of that letter from Mr. Mac- 
aulav which I have just read? A.—I 
read it a couple of times. 

Q.—And after you read it I see you 
had strength enough left to write a 
letter of six lines? A.—Yes. 

Q.—Letter Ist May. (Letter read.) 
On the 38rd May Mr. Macaulav writes. 
(Letter read.) On the 5th May you 
wrote to Mr. Newcombe. (Letter read.) 
Mr. Newcombe writes on the 23rd May. 
(Letter read.) That finishes the corre- 
spondence upon that subject, bringing it 
down to the 23rd May last, What is 
the condition of things with respect to 
the investments in this particular stock 
by the insurance companies? 

Mr. Smith: Would you ask whether 
any decision was ever. communicated to 
the Sun Life? 

Mr, Shepley: Q.—Was there any fur- 
ther communication to the Sun Life? 
A.—Not in writing; a verbal communi- 
cation; oh, undoubtedly there was—that. 
the Department of Justice still retained 
its view. 

Q.—To whom did you make that? A. 
—To Mr. T. R. Macaulay; there was 
nothing in writing, 

Q.—What has been the state of the 
security) holding according to the last 
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return of the Sun Life in respect of tiis 
stock? A.—It is still retained, I think. 

(Correspondence Exhibit 36). 

Q.—You thought you would not write 
him another letter; you would speak to 
him? A,—Yes, 

Mr, Shepley: I do not know whether 
your Honors would think this is a con- 
venient time to adjourn, It is a little 
before one o’clock. I have found the 
adjournment short. I would not want 
to suggest a longer adjournment, but 
when a break like this oceurs, I would 
perhaps suggest an adjournment. 

Mr. Kent: I would like to find from 
Mr. Fitzgerald if any communication 
has been made to the Confederation Life 
in respect to what I am bound to look 
at as bogus entries. 

Mr, Shepley: I am going to take this 
up with Mr, Fitzgerald and all the re- 
ports Mr, Blackadar has made. 

Mr. Kent: Mr. Fitzgerald said when 
there were bogus entries they were not 
regarded by him in his inspection. Sev- 
eral entries have been disclosed since 
then. 

(Adjourned for one hour). 


Ottawa, Thursday, 22nd March, 1906, 


AFTERNOON SESSION. 


Mr, Smith (for the Sun Life): Mr. 
Chairman, would you allow me to make 
an application, before my learned friend, 
Mr. Shepley, resumes his examination? 
T may say that it is after consultation 
with him that I make the application, 
in order that we may understand our 
position here. I have the honor to rep- 
resent the Sun Life Assurance Company. 
When my learned friend, Mr. Shepley. 
outlined the policy he intended to pur- 
sue with regard to this investigation, he 
stated that he thought that as the in- 
vestigation, for the present, was con- 
fined to the Department of Insurance 
connected with the Government, that 
any inquiry should be conducted by 
himself; and that as regards the particu- 
lar companies, inasmuch as the purpose 
of the present inquiry was not to in- 
vestigate their affairs, that counsel for 
the several companies should not now be 
heard nor should counsel be allowed the 
privilege of cross-examination, 

T am perfectly confident that neither 
the Government nor my learned friend 
has the slightest intention of creating 
any uneasiness or provoking any spirit 
of distrust in the country where none 


Discussion. 


ought to exist; but, in the course of this 
examination various statements have 
been made, which, unexplained and un- 
contradicted, appear upon their face ta 
reflect very seriously upon the several 
companies, It is said that we shall have 
an opportunity of explaining these things 
fully. But when? In three months’ 
time? After the whole country has had 
all sorts of suspicions aroused where 
none ought to exist? 


T think, under the circumstances, that 
[ am justified in asking that, although 
this he confined now to the Government 
bureau, that if any statement be made 
reflecting upon any particular company, 
an opportunity ought to be afforded 
that company of explaining, if possible, 
by a few questions in cross-examina- 
tion, the charge laid against them, ‘o 
that the public may not have false 
impressions created concerning the 
standing of any company, 

If you will allow me now to give an 
Ulustration: To-day, upon the question 
of investment in foreign securities, the 
position of the Sun Life Assurance Coin- 
pany is questioned in respect of three 
matter. The first where the same 
papers have been twice counted; the sec- 
ond, with reference to half a million 
dollars deposited with trustees in Great 
Britain; and the third, with regard to 
certain 1oans to Canadians upon stocks 
listed upon the Montreal market. Now 
T think it would be only right and just 
that the expianation should be afforded 
at once, that with respect to this $800,000 
invested with Oanadians upon the secur- 
ity of stocks upon the Montreal market. 
when Mr. Fitzgerald objected and await- 
ing the recognition of the right which 
the Sun Life claimed, those investments 
have been _reduced and now there is 
scarcely anything at all invested with 
Canadians upon the security of foreign 
stocks. 


I put it to my lIearned friend. 
Mr. Shepley, whose fairness I have had 
occasion to know for many years, and 
also to your lordships, that an oppor- 
tunity should be given as_ occasion 
arises to explain anything which appears 
to reflect upon any particular company. 
We are entirely in your hands, of course. 
My friend, Mr. Nesbitt, made applica- 
tion to investigate his company at once. 
It could not be granted, necessarily. If 
I make the same application on behalf 
of the Sun Life, it cannot be granted be- 
cause no individual company can dictate 
to the Crown how it should pursue its 
investigation; but what I do say is, that 
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it is most unfortunate that any company 
should be placed in the position of hay- 
ing a false impression created through 
the country when that particular com- 
pany is in fact stronger, a great deal, 
than any statement shows that has even 
been given to the country. Therefore, 
I ask the privilige of \eross-examining 
with respect to any question that arises 
touching this company. 

Mr. Shepley: I shall have to repeat 
the observations that I have already 

made at different stages of this inquiry. 
I have, rightly or wronely, mapped out 
the ‘inquiry along .certain lines and in 
a certain order. My learned friend is 
not asking, of course, to disturb that 
order, but the result of what he asks 
would be very seriously to hamper and 
embarrass the inquiry as it proceeds. A 
right which is asked on behalf of one 
company cannot be conceded tc tha« 
company without conceding equal and 
similar rights to all the other compa- 
nies concerned. It is inseparable from 
a departmental inquiry that concrete in- 
stances by way of illustration with re- 
gard to the methods of the Department 
should seem to concern, and. of course 
in a sense they do concern, although the 
inquiry is so being confined, a particular 
eompany. I agree with my learned 
friend that it would be very unfortu- 
nate if a partial statement in the course 
of the Departmental inquiry should do 
injustice to any particular company. It 
cannot. be prevented altogether from pro- 
ducing an effect, of course, but my 
method of obviating that effect is quite 
different from my» learned  friend’s 
method. Instead of delivering the De- 
partment over to the insuranve compa- 
nies upon this branch of the inquiry for 
cross-examinationgmy suggestion is that 
any questions which are desired to be 
put for the purpose of clearing up any 
imputation that results from the inves- 
tigation or the particular illustration, 
should be put through me. _ TI shall en- 
deavor, if my contention is acceded to, 
to be entirely fair in the method of put- 
ting such questions as are suggested; | 
shall endeavor, as far as possible, to re- 
move for the present and until the com- 
panies Own inquiry, so far as the facts 
will warrant, any imputation that has 
been cast upon any particular company 
in the course of this Departmental in- 
quiry, in which, I have still to maintain, 
the insuramce companies are not directly 
interested Js That is the course that I 
have proposed to my learned friend and 
that is the course that I ask your Hon- 
ors to rule should be followed while we 
are at this stage of the inquiry.: 

The Chairman: I think, until it is 
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shown that the procedure which Mr. 
Shepley adopts works to the injury of 
any particular interest, we must follow 
it. It is our desire to be fair to evervy- 
one, not only to the public generally, 
but to the companies and any other 
person whose interest may be affected 
by the investigation. It is desirable 
that no wrong impres#fion shall be 
created, and if it is created it should 
be removed at as early a stage as 
possible. The public should know 
that in an _ investigation of this 
kind, statements are made that 
are not final'in any sense. They may 
be explained afterwards, in such a way 
that they will not be discreditable to 
anybody. We invite those representing 
the insurance companies to at once com- 
municate with Mr. Shepley, and let him 
put the matter right in so far as he can. 
Tf, having done that, there still remains 
something which the counsel desires to 
be further elucidated on the spot, it may 
be mentioned again to us. In the mean- 
time I think we shall have to adhere to 
the present course of procedure. 


Mr. Shepley: Would my learned friend 
indicate, before we pass to another sub- 
ject, any questions he desires to ask, or 
if he desires to ask any. 


Mr. Smith: I wish to ask in the first 
place, whether the loans to Canadians 
upon the security of American stocks 
listed on the Montreal stock market, 
have not been almost entirely withdrawn 
in the case of the Sun Life. 

The examination of Mr. Fitzgerald 
continued. 


Mr. Shepley: In the case of the Sun 
Life Company, Mr. Fitzgerald, I am de- 
sired to ask you whether the loans to 
Canadian borrowers, upon the security 
of foreign stocks which are listed upon 
the Montreal Exchange, have not been 
almost entirely called in or withdrawn. 
A—lI find the loans here in the return 


of 1905. A loan of $175,000. 
Mr. Smith: They have ben paid off 
since. 


Mr. Fitzgerald: I have no information 
of that and I do not dknOy anything 
about it. 


Mr. Shepley: I thought your inquiry 
was as to what had taken place during 
the current year. P 


Mr. Smith: I understood that Mr. 
Fitzgerald or Mr. Blackadar had been in- 
vestigating this company’s affairs within 
three weeks and would have a knowl- 
edge of these facts. 


Mr. Fitzgerald: Mr. Blackadar was 
called back from his work in that, here. 
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Mr. Shepley Then my — suggestion 
is that when we come here to-morrow 
morning you shall have qualified yourself 
by inquiry from Mr. Blackadar to know 
whether there is Departmental informa- 
tion upon that subject. A.—Mr. Black- 
adar tells me that he had not reached 
that point in the investigation of the 
company’s affairs and he has no in- 
formation upon the subject. 


Q.—In this book, which is not paged, 
I find a series of documents relating to 
the Manufacturers’ Life, having ap- 
peared for the most part in 1904, upon 
the affairs of that company during the 
year 1903. A.—Yes, 


Q.—You have a knowledge of! the 
matter that is covered by these docu- 
ments? A.—I have. 


Q.—Can you tell me when and how 
you first became aware of the question 
or questions which these documents dis- 
closed? A.—In the course of the in- 
vestigation which Mr. Blackadar was 
making into the affairs of that com- 
pany for 1903, he obtained certain in- 
formation. Upon his having obtained 
that information that is the letter re- 
ferred to which you have before you 
which he wrote me at the time he ob- 
tained the information. I telegraphed 
him then. 


Q.—I will read the letter. It ig 
dated the 8th of February, 1904, and was 
written from Toronto to you by Mr. 
Blackadar? A.—yYes. 


Q.—And that was the first you heard 
a it? A.—That is the first I heard of 
its 

Q.—This is the letter. (Reads. ) 
Then you sent a telegram to him, and 
what was the next? A.—The next 
was the receipt, I think, of the memor- 
andum now before you. 


Q.—That is another letter from Mr. 
Blackadar to you of the 10th of Febru- 
ary, 1904. It is headed “Re Manu- 
facturers.” (Reads.) Did you receive 
that letter before you left Ottawa? A, 
1 did. 


Q.—And what did you do? A.—I 
went up to Toronto and went to the 
company’s office and investigated the 


matter as thoroughly as I could and up-. 


on my return I made a report which you 
will find a little later. 

Q.—Did you on that visit discuss 
these transactions with the officials of 
the company? <A.—I did. That is also 
shown by the report, I think. 

Q.—Your report is dated the 24th of 
February and headed in pencil “For the 
Minister”? A.—Yes. 
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Q.—We will go over that report first 
and then deal with the various docu- 
ments which are covered by it. (Reads 
report.) When did you ascertain this 
matter about the Pellatt transaction? 
A.—At the same time. 

Q.—That is not mentioned in the ad- 
vance letter sent by Mr. Blackadar to 
you? A.—No, but it was at the same 
time. 


Q.—On your visit you ascertained 
about this? A.—Yes. 


Q.—(Reads from “In the list of mort- 
gages there is one made by Mr. Pellatt”’ 
to “registration of the mortgage and 
other conveyances.”) Do you happen 
to know whether these gentlemen 
named in the resolution were connected 
with the Manufacturers’ Life? A.— 
They were all directors. Mr. Junkin 
was the Managing Director ; Col. Mason 
and Mr. Harris were directors. 

Q.—What relation has Mr. William 
Mackenzie to the company? A.—Iam 
not certain whether Mr. Mackenzie was 
a director or not, but Mr. Mann was. 
I am not sure that Mr. Mackenzie was. 

Q.—(Reads to end of report.) You 
made that report to the Minister? A. 
—I did. 

Q.—Now I want to ask you about 
these transactions. First, there were 
two call loans to Mackenzie & Mann ? 
A.—Yes. 


Q.—And you do not recollect any re- 
lation on the part of Mr. Mackenzie 
to the company, but Mr. Mann you say 
was a director of the company? A.— 
He was. 

Q.—Mr. William Mackenzie is a di- 
rector, but you were not sure of that 
to-day? A.—No. I have no doubt if 
his name is there that he was a director. 


The Chairman: His name is not in 
the list of shareholders. 


Mr. Shepley : It is in the list of di- 
rectors as of the 31st of December, 
1904. (Refers to blue book, 1904.) 
You might look at the list of directors 
as of 3lst December, 1903. He appears 
in that list, as does also Mr. D. D. 
Mann. He does not seem to be a 
shareholder. A.—Possibly there may 
be an omission there, but I do not see 
how he can be a director without being 
a shareholder. 

Q.—I am afraid that there are a good 
many things about these insurance com- 
panies that we do not, any of us, know 
as yet. At all events, he seems to be 
in the list of directors. 

The Chairman: He may be a policy- 
holders’ director? A.—I don’t think 
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the Manufacturers’ have any policy- 
holders’ directors. 

Mr, Shepley: Then two of the di- 
rectors of the company seem to have 
borrowed $140,000 or thereabouts from 
the eompany of which they were di- 
rectors, on call, upon the security of 
Inverness Railway & Coal Company 
stock and upon the _ security of the 
Manufacturers’ Life own stock? A.— 
Yes. 

().—Both of which in the report which 
you made you declare to be beyond the 
powers of the company to invest in? A. 
—Yes, 

Q.—Have you any doubt as to the 
propriety of that opinion? A.—I have 
no doubt as to that. 

Q.—Then for whatever reason, 
whether because they realized that or 
not, there was this juggling with 
this call loan and the other se- 
curities, the Dominion Coal and the 
Crow’s Nest at the end of the year? 
A.—Yes. 


Q.—Did you verify the statement 
made in Mr. Blackadar’s second letter 
to you that at that date but for this 
transaction and indeed through all the 
year, the bank account was very close 
or its condition adverse to the com- 
pany’s credit? A.—I don’t think I veri- 
fied that. Matters of that kind, where 
Mr. Blackadar had verified them, I 
didn’t think it necessary to go over them 
a second time. 

().—With regard to the Crow’s Nest 
and the Dominion Coal stock, did you 
verify them or have you at all verified, 
or had verified, the source from which 
those stocks came to the Manufacturers’ 
Life? A.—I made some effort to trace 
that, but I do not know that I suc- 
ceeded, 

Q.—Did you ask any questions of the 
company’s officers about it? A,—I think 
sa, 

Q.—What were you told, if anything? 
A.—I would not charge my memory with 
just what I was told at the time. I 
am satisfied that the report I made 
there embodied all material facts. 


Q.—All that you had been made aware 
of? A—Yes. 


Q.—And you do not think you were 
able to ascertain, at all events to your 
satisfaction, so far, as you now can ¢e- 
eolleet, the source from which those 
stocks, the Dominion Coal and the 
Crow’s Nest Coal, came to the Mann- 
facturers’ dLife? A.—No. hut it was 
natural to assume as the loan was 
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made to Mackenzie & Mann upon the 
security of them. that these stocks came 
from them. 

Q.—The loan to Mackenzie & ‘Mann 
was on the security of the Inverness and 
the Manufacturers’ stock? A —Yes, 

().—But wherever they came from, 
whether from Mackenzie & Mann or not, 
the whole lot disappeared by a trans- 
action to which Mackenzie & Mann 
were parties? A.—Yes. 

Q.—They put, apparently temporarily, 
the Traders Bank in funds? A.—Yes. 

Q.—And these securities, including 
those held for the call loans, and ihe 
call loans themselves, disappeared from 
the books of the company for the time 
being? A.—Yes. 

Q.—Then that was dealt with in a 
minute of the Finance Committee after- 
wards approved by the Executive Com- 
mittee? A.—Yes, 

Q.—The Finance Committee’s minute 
reading “the sale of 1,800 shares,” it 
was really 1,825, was it not? That may 
be a clerical errar, (Reads to) “was 
approved.” A.—It was. ; 

Q.—Now, does there seem, so far as 
the records disclose to you. so far as 
you can now recollect, any reason for 
the connection of Mackenzie & Mann 
with that half of this transaction if 
they had not been concerned in the 
stocks themselves?) A.—There would he 
no reason for it, 

Q.—And does there seem to you to 
be any reason for a guarantee to them 
against loss by the company if there 
was any real change of ownership in- 
tended? A.—That was one thing that 
confirmed me in the opinion that there 
was no real change of ownership, and 
later on I think that was conceded, as 
T think was stated in an interview I 
had with Mr, Junkin. 

@.—Then having apparently to their 
eredit the proceeds of this so-called sale, 
amounting to $386,443.51, there was 
some accretion of interest to that? A. 
—Some $1,500. 

Q.—$1,482,26. Who got that inter- 
est? A.—I should judge that went to 
the bank. 

@.—And who paid it? A.—I suppose 
the company paid it. I cannot see any- 
thing else, 

Q.—It appears so from their books. 
A. —Yes. 

Q.—So that the bank was paid the 
interest which was charged to the com- 
pany, and Mackenzie & Mann were in- 
demnified against any loss whatever 
even in respect of the payment of the 
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interest, all their stocks being carried 
to the bank. A.—It seems so, 


Q.—Whose cheque was that that went 
into the bank on the 28th of December, 
did you see or verify that? A,—I have 
no doubt I did, but unless I made a 
memorandum of it I would not like to 
speak positively with regard to it. I 
do no remember. It appears to me 
that it came from the Traders Bank, I 
did endeavor to find, I remember, whose 
cheque that was. 


Q—It was not at all events the 
cheque of the company? A.—It was not 
the cheque of the company. 


Q.—Then in your report you com- 
plain, so far as this concession, of the 
return made to the department in two 
respects, You say that in the first place 
it was improper, or, inaccurate, is your 
word, because it did not report the 
call loans and the holdings of the coal 
stocks? A.—Precisely. 

Q.—The fact of those being invest- 
ments of the comany being entirely 
suppressed from the returns? A.—En- 
tirely. 

Q.—Then you say, in the second place, 
it was inaccurate in placing the assets 
at a valuation of $98,135 more than the 
actual value of them? A.—yYes, pre- 
cisely. 

Q.—That, of course, is upon the theory 
that that cash was not their cash. 
although those stocks were their stocks? 
A —yYes, those stocks were theirs, but 
they were worth $98,000 less than ap- 
peared as cash in the statement. 


Q.—Then we come to the Pellatt 
transaction. Let me see if I understand 
your report, Pellatt & Pellatt were the 
brokers of the company? A.—They 
were, 

Q.—Mr. H. M, Pellatt being also a di- 
rector of the company? A.—A director. 

Q.—And they had purchased for the 
company a thousand shares of C. P. R. 


stock to be paid for by the company in 


instalments? A.—Yes. 


Q.—Then Pellatt & Pellatt. for their 
own purposes presumably, had hypothe- 
eated this stock? A.—Yes. 


Q.—And when the time came for the 
Manufacturers’ to get delivery of it, it 
eould not be obtained. A.—Pellatt & 
Pellatt had not got the stock They 
were not able to deliver it. 


Q.—They could not make good, and a 


payment of $100,800 was necessary to 
release the stock? A.—Yes. 
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Q.—Then the company paid that $100,- 
800? A.—They did. 

Q.—And they also paid another $25,- 
000 to release the lien existing upon Pel- 
latt’s Manufacturs’ Life stock, which 
he was going to pledge them as collateral 
securitv? A.—Yes. 

Q:—In all $126,800 the company paid 
out? A.—Paid out. 

Q.—Pellatt gave them security by 
way of mortgage upon some property 
standing in his wife’s name? A.—Yes. 

Q.—For the whole amount of $128.800? 
A.—For the whole amount. 

Q.—The property said to be worth 
$46,300? A.—That was the value of the 
real property. 

Q.—Of what they chose to make the 
main security? A.—Yes. 

Q.—And you have a copy here of a 
mortgage of the 29th of October, 1903, 
made between Mr. Pellatt of the first 
part, the Manufacturers’ Life of the sec- 
ond part, and Mrs. Pellatt of the third 
part. (Reads recital). That recites the 
thing just as you have stated it? A— 
Yes. 

Q.—(Reads mortgage to end.) Then 
you have also here a minute of the di- 
rectors of the company in_ connection 
with the transaction, sanctioning its be- 
ing carried out in that way? A.—Yes. 

Q.—The minute is dated the 26th of 
October. 1903. Moved by R. L. Patter- 
son, a director? A.—A director. 

Q.—Seconded bv Col. Mason.(Reads). 
That is, pay over again for the C. P. R. 
stock and pay the $25.000 to get rid of 
the lien upon the Manufacturers’ stock? 
A—Yes. 

Q.—That was the resolution. And 
that was the way that transaction was 
carried through, and you point out in 
your report that he stocks in question 
were not stocks in which the company 
could: invest? A.—No, they could not; 
but under one clause of the Insurance 
Act, under certain conditions a company 
is entitled to take as collateral security 
anything they can get. 

Q.—Then the whole thing was in- 
curred in connection with the purchase 
of C. P. R. stock? A.—Yes. 

Q.—Which you thought thev had no 
power to purchase at all? A.—No. 


Q.—So, that as a matter of fact. the 
original transaction was ultra vires of 
the company upon your construction. 
The broker employed to carry it out 
had pledged the illegal security so that 
it could not be obtained. He was a. di- 
rector of the company as well as its 
broker; the company advanced over 
again the price of the illegal security, 
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and they advanced another $25,000 upon 
a security that they had no right what- 
ever to invest in, and took a mortgage 
upon property worth $46,000 for $126,- 
000 with collateral security of unauthor- 
ized stock? A.—That is the full trans- 
action. 


Q.—Before going on with your depart- 
mental dealings with these securities, let 
us finish the other part of the report. 
Now you found that directors of this 
company had formed two other compa- 
nies? A.—Yes. 


Q.—Incorporated two other companies, 
one called the Canadian Securities, Lim- 
ited, which was a sort of brokerage com- 
pany, with powers of dealing in stocks. 
bonds and securities, and the other an 
office building company? A.—yYes. 


Q.—The only gentleman in either com- 
pany who was not a director of the Man- 
ufacturers’ was Mr. Nicholls A.— 


- Q.—He was in the King Edward Office 
Building Company, but was not in the 
other? A.—yYes. 


Q.—And apparently these companies 
were both formed just about the time 
the investment was made; this, perhaps, 
was one of their first transactions, the 
sale of these bonds to the Manufactur- 
ers’? <A.—That is probably so. The 
dates of the charters, I think, are given 
there some place. I believe I have copies. 
I think amongst the papers you will find 
copies of the charters of these two com- 
panies. 


Q.—I would ask you whether in the 
course of your investigation of this in- 
teresting subject, you examined at all 
the minutes of the Manufacturers’ Life, 
authorizing these loans to be made the 
Canadian Securities and. the King Ed- 
ward Office; did you examine the min- 
utes to see who it was that voted away 
these moneys to these two companies? 
A.—I don’t remember doing so, now. 


Q.—You are not able to say whether 
the directors of these two companies 
formed a junta in the board room of 
the Manufacturers’ and proceeded to vote 
this money? A.—TI am not in a position 
to say how that was. 

Q.—Was there ever any doubt ex- 
pressed anywhere as to the illegality of 
those investments, did the company ever 
dispute their illegility? A—They never 
disputed it. 

Q.—We have now your report made 
to the Minister of these apparently ir- 
regular transactions. Did you proceed 
in pursuance of your official duty to 
take the matter up with the company? 
A.—I did. Mr. Mann, I think, first vis- 
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ited the Department, followed a little 
later by Mr. Junkin A.—Yes. 


@.—When you were making your in- 
vestigation preliminary to the report, is 
it right to say that you fully disclosed 
to them then your objections to these 
transactions ? A.—Oh, undoubtedly, I 
discussed the matter with Mr. Junkin. 


Q.—They were alive to that? A.— 
They were, no doubt about that. 


Q.—Now what proceedings were taken 
by reason of your attitude in respect of 
these matters ? A.—The directors un- 
dertook to make good the loss that had 
been occasioned; to put up the differ- 
ence between the cost price of these se- 
curities and their value at the time. 
There is an agreement there signed by, I 
think, all the directors. 


Q.—There was correspondence first, 
was there not? A.—A few letters may 
have passed before that was done, but 
possibly it was by interviews that that 
was arranged in the first instance. Later 
on there was some corespondence regard- 
ing it. 

Q.—Then I see that immediately after 
your investigation, and before indeed you 
made your report to the Minister, you 
submitted the matter to the Department 
of Justice ? A.—I did, 


Q.—In a letter of 12th February, 1904, 
to Mr. Newcombe, the Deputy Minister. 
(Reads). Three days later you got Mr. 
Newcombe’s opinion, dated the 15th of 
February. (Reads). That was the opinion 
you obtained ? A.—Yes. 


(.—Then the next letter I have here 
is a letter from Mr. Junkin to you, and 
it occurred to me that possibly there 
was some letter from you in the mean- 
time to Mr. Junkin, because he en- 
closes to you a copy of the letters pat- 
ent under the Ontario Companies Act, 
incorporating the King Edward Office 
Building Company. That is on the 24th 
of February ? A.—There would probably 
be no letter, for the reason that in go- 
ing over these securities I found this 
particular security and requested the per- 
son in charge of it to furnish me with 
a copy of the charter. 


Q.—Then also he sends you 3 copy of 
the letters patent incorporating the 
Mexican Light & Power Company, and 
then he gives you some information with 
regard to the Supply Company. What 
is the Supply Company ? Is that some- 
thing that they had invested in? I did 
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not make out the connection of that 
when I read the correspondence. It is a 
Nova Scotia Company. I will read you 
what he says in a letter “re the Supply 
Company.” (Reads). A.—I recall it now. 
It is really the Kinsman Company, which 
was reorganized under the name of the 
Supply Company ? 

Q.—The R. W. Kinsman Company oA. 
—Yes, it is the same company as that, 


Q.—In which they had $10,000? A.— 
Yes. 


Q.—Had a question been raised as to 
the legality of that investment? A.— 
There was, yes. 


Q.—It is not mentioned in your re- 
port? A.—Well it ultimately turned 
out to be satisfactory. I was either 
advised directly in that case or in one 
precisely similar, by the Department of 
Justice, that that was such a security 
as the company could legally invest in. 
That is the reason it would not appear 
in the report. 


Q.—Then there are copies here of the 
charter or letters patent of the King 
Edward Office Building Company, the 
letters patent incorporating the Mexican 
Light & Power Company, and apparently 
you were sent also a copy of the 
charter of the Electrical Development 
Company of Ontario. This is literature 
you collected together as bearing upon 
the. investments? A.—Bearing upon 
the investments of the company, and 
for convenience they were all put inand 
bound there together. 


@.—And it was your course to col- 
lect’ that sort of literature when you 
were considering these questions? A.— 
Yes. . 


Q.—-Then the memorandum of asso- 
ciation of the Supply Company gives it 
enormously wide powers. It can do al- 
most anything under the heavens? A. 
—Yes, worse than the Insurance Act is 
said to be. . 


Q.—There is a telegram of the 26th 
of February from Mr. Junkin to you 
(Reads.) Were you making inquiry as 
to the value of that? A.—As to the 
value of the Inverness Coal Company. 


Q.—Then I take up the further cor 
respondence and show how the trans: 
action was carried out. You wrote te 
Mr. Junkin on the 25th, saying that you 
had received the charters. (Reads.) 
Then on the 26th of February Mr. Jun- 
kin writes you. (Reads). Then on 
the 29th of February you wrote Mr. 
Junkin. (Reads). On the Ist of 
March Mr. Junkin writes you. Ap- 
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parently he was telephoning you on the 
29th of February. Do you remember 
about that at all? A.—No. 

Q.—(Reads last mentioned letter). 
The proposition was to discontinue the 
loan as a loan to Mackenzie & Mann per- 
sonally, and to make a loan to the Mac- 
kenzie & Mann Company, Limited ? A. 
—Yes. 


Q.—Have you considered as part of 
your duty in your Department, as part 
of what you ought to consider, the ques- 
tion of the propriety of loans of that 
kind, where the personality of the 
lender and the personality of the bor- 
rower are more or less identical? A. 
—You mean? 

Q.—Has that been a subject of con- 
sideration from the Departmental stand- 
point? A.—In this particular case? 


Q.—No. <A.—To take an instance 
then, the question is raised by this pro- 
posed change from Mackenzie & Mann as 
individuals to the Mackenzie & Mann 
Company. 


Q.—It was in the first place, so far 
as Mackenzie & Mann were directors, 
taking part in the transaction, it was a 
loan in which Mackenzie & Mann were 
the lenders as well as Mackenzie & 
Mann being the borrowers? A.—Yes. 


Q.—Supposing we stop there for a 
moment. Have you taken that up De- 
partmentally and considered that ques- 
tion or made it a subject of study, the 
propriety of that sort of loan by the 
directors of a life insurance company 2? 
A.—Well, I made no particular study 
of it, but I should say prima facie that 
it is entirely wrong. 

Q.—If you have not made a study of 
it, then perhaps I need not ask you the 
further question whether the objection 
to it would disappear in your view if 
instead of lending to Mackenzie & Mann 
personally the funds were lent to a com- 
pany of which Mackenzie & Mann were 
the owners? A.—TI should say that it 
was quite improper and that there 
would be no real différerce in the trans- 
action. 

Q.—Then on the 2nd of March Mr. 
Junkin writes you again, “Re Mackenzie 
& Mann loans.” (Reads). That, in- 
dicated that the two loans had been 
transferred from Mackenzie & Mann to 
the Mackenzie & Mann Company, Lim- 
ited? A.—Yes. 


Q.—And that the securities that had 
taken the place of the old securities 
were these Canadian Lake & Ocean 
Navigation Company shares, Imperial 
Rolling Stock Company shares and the 
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Vancouver Gas Company shares? A.— 
Yes. 


Q.—Those were the securities in re- 
spect of both loans. Then on the 7th 
you wrote to Junkin. (Reads). To 
which he replied on the 9th. (Reads). 
On the same day another letter, “Re- 
plying to the last part of your favor of 
the 7th.” (Reads). Now, (Io turn !to 
that agreement of which you have a 
copy, “Memorandum of agreement made 
this 7th day of March, 1904, between 
Mann, Mackenzie, Harris, Pellatt, Beaty. 
Mason, Wood, Lennox, Patterson and 
Junkin of the first part and the Manu- 
facturers’ Life of the second part.” 
(Reads). It is signed by all the parties 
except Mr. Lennox, I think. According 
to the scope of this agreement, as it 
appears to us, these ten gentlemen were 
to organize a company to be called the 
Prudential Securities Company and to 
be a holding company for the stock and 
this Dominion Coal and Crow’s Nest 
Coal was to be handed over for $240,- 
000, together with $35,000 Mexican 
Power and $45,000 Ontario Electrical 
Development ? A.—That is as I under- 
stand it. 


Q.—And the company was to get back 
for all that the $240,000 that the Do- 
minion Coal and Crow’s Nest Coal had 
cost? A.—Yes. 


Q.—What about the Electrical De- 
velopment and Mexican Power. That 
was the property of the Manufacturers’, 
as I understand it. What did that 
stand them, or do you know? A.—I 
don’t remember that portion of the 
transaction. 


Q.—It looks as though they were 
dropping $35,000 of Mexican and $45,- 
000 of Ontario Electrical Development 
and adopting that as a loss—I do not 
know that it is so—instead of the loss 
of the unauthorized investments, the 
Dominion and Crow’s Nest. That you 
don’t remember? A.—I don’t remem- 
ber about that, no. 


Q.—Then the Manufacturers’ were 
to get $10,000 stock in the Securities 
Company as a further consideration ? 
‘A.—Yes, 


Q.—And to get $100,000 in cash and to 
make a call loan for the other $140,000 
to the Prudential Securities Company? 
A.—Yes, 


Q.—Now I think you have here a copy 
of the letters patent of the Imperial 
Rolling Stock Company, which, as you 
recollect, was to have its stock substi- 
tuted in part for the unauthorized 
stock? A.—Yes. 
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(¥.—Did you observe who the incor- 
porators were? James 8. Lovell, Wm. 
Bain, Ernest Wm, MeNeill, Richard Rich- 
ardson and Robert Gowans, solicitors’ 


‘clerks, all of the city of Toronto, in 


the county: of York. A.—I know some 
of them, Lovell, for instance, 

Q.—Whose company is that?* A.—It 
is not one of the Manufacturers’. 

().-—Whose clerks are they? A.—Well, 
Mr. Lovell was with Blake & Co, He 
was a bookkeeper at one time. 

Q.—It looks like Mackenzie & Mann, 
does it not? A.—Well it might be so. 
I have noticed that it was quite a 
common thing for large companies with 
immense capital to be incorporated in 
the name of three or four or half a 
dozen irresponsible persons. 

().—Tihese are solicitors’ clerks in the 
office of the general counsel of Macken- 
zie & Mann? A.—I believe that is the 
case. I believe Mr, Lash is the counsel 
tor Mackenzie & Mann. 


Q.—Then you have also the charter 
of the Canadian Lake & Ocean Naviga- 
tion Company, Limited. That is a Do- 
minion charter, issued under the Domin- 
ion Letters Patent Act? A,—Yes. I 
believe so. 

Q.—Lhe incorporators of that start 
out a little different; the first gentle- 
man’s name is Robert Phipps Ormsby. 
Do you know who that is? A,—I think 
[ do. 

.—Who?r <A.—He is in some way 
connected with Mackenzie & Mann, \W. 
—Is he not Mr, Mackenzie’s private sec- 
retary for instance? A.—J believe he 
is. 

Q—Stanley Ross Wilkie, solicitor’s 
clerk; Robert Gowans, solicitors’ clerk; 
Richard Richardson, stenographer; Ar- 
thur White Anglin, solicitor; Robert 
Cecil Hamilton Cassells, solicitor, and 
Walter Gow, solicitor, all of the city of 
Loronto, in the Province of Ontario, 
hat is the same as the other? A.— 
Very much the same kind as the other. 


@.—hey are the incorporators of this 
company with a capital of $3,000,009, 
the bonds of which were substituted for 
the unauthorized securities. There is 
an Ontario license here to the Domin- 
ion incorporation, and I pass on with 
the correspondence, On March 11th Mr. 
Junkin writes you with regard to the 
Vancouver Company (Reads). Then on 
the 16th you telegraph Mr. Junkin 
(Reads), Mr, Junkin answered, (Reads). 
Then he writes, “I received you tele- 
gram yesterday. dated March 17th, 
1904.” (Reads,) Did Mr. Mann come in 
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to see you or Mr. Ruel? A.—Mr, Mann 
came in to see me. ‘lhe other ‘gentle- 
man’s name? 

Q.—Mr. Ruel. he is spoken of as 
Mr. Mann’s secretary? A.—I don’t re- 
member him, 

().—And I swppose Mr. Mann told you 
how the matter was progressing? A,— 
Yes. 

(.—Lhat they were waiting to get the 
people together who were to put up the 
money? A,—Yes. 

().—Lhen on the 22nd of March, 1904, 


a letter from Mr, Junkin, (Reads.) Then . 


on the 25th you reply, (Reads.) Then 
on the 26th you write him. (Reads.) 
He replies on the 6th of May. (Reads.) 
Then Mr. Junkin writes you on the 19th 
of May, (‘Reads.) He says in this let- 
ter that the Manufacturers’ Life has 
been paid in full, Do you understand 
that to mean that they got more than 
the $100,000 cash and $140,000 in new 
securities? A.—That is all I understand 
it to mean. 


(J.—1t does not mean that they really 
got the money in cash, but that they 
got what the agreement contemplated? 
A—That is what I understand it to 
mean, 


4J.—-Lhen with regard to the other 
matter, have you ever heard whether 
that Pellatt mortgage has been  regis- 
tered? A.—The last time I visited the 
company, which would be about in the 
neighborhood of a year ago, I mean with 
reference to this transaction, I was told 
then as I recollect, by Mr, Franks, that 
it had not been registered up to that 
time. However, all interest had’ been 
paid upon the mortgage and from the 
standpoint of the company it was con- 
sidered to ibe entirely good. I noticed 
from the statement that at the end of 
the present year the principal had been 
reduced to $100,000. That is to say the 
odd $25,000 has been paid off, 


(J.—Then this is an illustration of the 
method, and that is its principal value 
at present, of the Departmental method 
you pursue when irregularities of this 
sort are brought to your notice? A.— 
‘That is the method. 


Q.—Can you be sure that you always 
find them? A—Well, you know, it is 
impossible to say that we do always find 
them, but I am almost safe in saying 
that one has not escaped us. That par- 
ticular branch of the work comes rather 
within Mr. Blackadar’s, duties, and I 
know him to be a very careful officer in 
matters of that kind, and I would think 
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that scarcely anything of the kind 
would escape him. 

Q.—If I may ask this question with- 
Out prejudicing anybody, is not this 1n- 
stance a particularly bold instance? A. 
-——-For a company? 

Q.—Yes? A.—It is undoubtedly a 
very bold instance, 

().—If much less bold there 
would not have been so much possibility. 
so much certainty of it being 
found out, is that) fair yA 
Well, no, I would hardly go the 
length of saying that, I think, even if 
it were not half as bold. 

Q.—The more furtive the transaction 
the less easy to find out, of course? A. 
—Yes, 

Q.—Perhaps sometimes from its very 
boldness it might succeed? A.—Well, 
it might. 

@.—However, the principal value of 
that at this phase of the inquiry is to 
demonstrate your methods in the De- 
partment for dealing with these mat- 
ters? A.—Yes, 

Q.—You took the matter up in this 
particular instance, with the result that 
in the way that has been disclosed by 
the documents, the matter was healed, 
if it was healed? A.—Yes. 

Q.—That is all I have to ask you 
about that particular company, J think. 
You will é¢ndeavor, Mr. Fitzgerald, if 
possible to have the different lacunae 
filled up that have been indicated to the 
secretary to-morrow, and then I shall 
go on with the other matters that J 
have in mind. 

The Chairman: What do you pro- 
pose going on with in the morning, Mr 
Shepley ? 

Mr. Shepley: I have several other 
matters in this book, instances of De- 
partmental treatment of matters, and 
then I have also to take Mr. Fitzger- 
ald,-I hope briefly, over the Blackadar 
reports, 

(Adjourned to 10 a.m. on Friday, the 
23rd of March, 1906.) 


Ottawa, Friday, March 23rd, 1906. 
TENTH DAY. 


The Commission resumed at 10 a.m. 
to-day, 

Examination of William Fitzgerald by 
Mr. Shepley continued : 


Q.—Has any progress been made to- 
wards the elucidating of the little mat- 
ters that were left over yesterday ? A. 


172 ROYAL COMMISSION ON 


10th day, March 23, 1906. 


—The first was literature bearing upon 
increase of powers of investment on for- 
eign securities, Sun Life and other com- 
panies. I have that. 

Q.—Then I think d will take that 
first. Js this arranged in chronological 
order? A.—It is arranged in chrono- 
logical order. 


Q.—Part of it is loose and part of it 
is bound? A.—Yes, but this is in 
chronological order. This part is some- 
thing earlier than the other. There 
may be an immense amount of other 
stuff besides that. 


Q.—You think there may be a great 
deal more than this? A.—yYes, mani- 
festly I think there is something in ad- 
dition. 

Q.—Is the whole of this enclosed in 
this letter ? A.—It all came with 
that. 

Q.—This is a supplemental memoran- 
dum?  A.—What I mean by that is 
there is something preceding. 

Q.—There must be a main memoran- 
dum? A.—yYes. 


Q.—This is only a supplementary 
memorandum? A.—yYes. 

Q.—On the 24th March, 1902, this 
was sent to you by the Canadian Life 
Assurance Officers’ Association? A.— 
Yes. I may say that I have not read 
ane through. I only just came across 
it. 

Q.—Is this supplemental to some 
earlier memorandum? And what fol- 
lows, what is in the bound volume—is 
that an independent effort which may be 
dissociated from this for the purposes 
of this inquiry? A.—yYes. 

Q.—Then we will leave this until we 
get the balance, and start with what 
you are able to speak of independently? 
A.—l may say with regard to this, this 
only contains the letters received prin- 
cipally and the acknowledgments of 
them, and that kind of thing. 


Q.—The letters written by the De- 
partinent are not contained, and there 
are a great many of these? A.— 
There may not be many, and they would 
be ._principally acknowledgments. I do 
not think there would be anything im- 
portant in any of them. I should judge 
not. 


Q.—You do not think there would be 
anything in the nature of argument, or 
dealing with the matters which are be- 
ing raised by the company? A.—I do 
not think there would be, but I will 
have a search made, and we will get 
everything, and copies of them. 

Q.—If you think there is nothing but 


acknowledgments we will take up this 
literature. On the 9th January, 1905, 
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Mr. Bradshaw, who is described as the 
secretary of the Canadian Life Assur- 
ance Officers’ Association, writes to you 
as follows: (Reads letter.) I see that 
the document itself sent forward in 
duplicate shows amendations. There 
are erasures and marginal notations. 
Were these in the document when it 
came, or are they the result of survey 
in the Department? A.—Those were 
in the document when it came. This is 
something done in the Department, 
which would show the alterations if the 
suggestions were carried out. This is 
how the original Act would be amended. 


Q.—What you say is that the alter- 
ations in the typewritten proposition for 
a new section 50 were in the document 
when it came forward. The _ printed 
document, which is a copy of section 50, 
as it now stands, shows by the alter- 
ations made in it the effect of adopting 
the proposed amendment? A.—yYes. 


Q.—Then we will deal with the mat- 
ter upon the amended Act. You are 
able to say that that embodies the pro- 
posed amendment? A.—TI do not think 
there is any goubt as to that. 


Q.—That is what is intended, at all 
events? A.—yYes, 


Q.—We will examine it with that in 
view. If it turns out afterwards we 
have omitted anything we will come 
back to it. The statute reads, “Any 
life insurance company which derives its 
corporate powers,” and so on. (Reads.). 
And then the first insertion is “Electri- 
cal Railway Company.” Is that right ? 
A.—Yes. 


Q.—Then the statute proceeds, “Elec- 
trical or power company,” and there is 
inserted “Manufacturing, electrical, iron 
steel or coal company”? A.—Yes. 


Q.—Then the statute proceeds. 
(Reads.) The words “The debentures 
or bonds of any” are struck out, “Or 
steam railway company” and then 1s 
struck out the requirement for earning 
and paying dividends for the two 
years next preceding the  pur- 
chase.” Then the statute remains 
without alterations till you get 
to subsection 3, and that is altered 
very much, “Any such life insurance 
company may invest a portion of its 
funds in the purchase of, or may lend 
a portion of its funds upon foreign se- 
curity.” After the word “invest” strik- 
ing out the word “in,” and before “for- 
eign securities” inserting “may invest a 
portion of its funds in or lend its funds 
upon foreign securities,” etc, “But may 
deposit outside of Canada only such 
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portion of its funds as is necessary or 
desirable for the maintenance of any 
foreign branch”; and the rest of sub- 
section 6 struck out altogether, the 
tion 4 is struck out altogether, Sub- 
section * struck out altogether, the 
amendments in section 3 being so wide 
as to make it unnecessary or obsolete, 
the provisions of four, five and six. Now, 
to sum up, that added to the securi- 
ties which might be invested it, “Electric 
railway companies, manufacturing elec- 
tric companies, iron, steel and coal com- 
panies”; and it struck out the restric- 
tion as to steam railway companies as 
to the investment heing confined to 
debentures or bonds, allowing  invest- 
ment to be made in stocks of such com- 
panies, and it also deleted the provision 
as to earnings for two years? A.—Yes. 


Q.—Then with regard to foreign se- 
eurities, it enabled the companies to 
invest in foreign securities, a co-extens- 
ive clause with domestic securities? A. 
ores: 


Q.—It struck out aJl reference to re- 
quirement of foreign companies for de- 
posits, making the investment possible 
in foreign securities relate to such por- 
tions of the funds as was necessary or 
desirable for the maintenance of any 
foreign branch. hen Mr, McCabe, 
president of the Life Officers’ Associa- 
tion of Canada, submitted a memoran- 
dum which is dated 15th January, show- 
ing an extension of the investing pow- 
ers unanimously) desired by the com- 
panies, (Reads.) This pencil writing 
“or by law”’—do you know whether that 
is Departmental or whether it was in 
the memorandum submitted——“By a few 
of the companies or by law”? A.—I do 
not recognize the writing. IJ think it 
was in the memo. 


Q.—Now, the arguments, to sum them 
up, seem to be this: First as to electric 
railway companies, that they are a class 
of investment which is beginning to de- 
velop and be profitable; secondly, with 
regard to manufacturing electric com- 
panies, that there is one company that 
they know of which has been profitable 
and is profitable. With regard to iron, 
steel or coal companies, they say that 
these, especially the first two of them, 
are in ‘a satisfactory condition, and their 
stocks are now selling at a premium, 
Then as to the change with regard to 
the quantum of investment in foreign 
securities, that they say is necessary 
from their standpoint They are more 
profitable investments, ‘because it is 
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necessary to realize enough to equalize 
the interest upon reserve, and hecause 
the wide powers given to the two com- 
panies which have wide powers have not 
been abused, and it is necessary in order 
to enable them to compete satisfactor- 
ily with other companies? A.—Yes. 


Q).—That is in a nutshell the argu- 
ment? A,—Yea, 


Q.—Then I see here that there is a 
stock list which is stamped with the De- 
partmental stamp on the 16th January, 
19038, the same date’as the memoran- 
dum? A.—And it in all probability re- 
fers to some of the securities that are 
mentioned in the memorandum. 


@.—Dominion Steel & Jron, Canada 
General Electric, and then there are the 
American traction companies, which are 
listed? A.—I have no doubt that came 
with this, I think I recognize that ‘as 
Mr. Goldman’s writing, the secretary. 


(@.—Then there is also a memorandum 
which bears the Departmental stamp of 
the same date, by) Mr, Bradshaw, the 
secretary Of this same association. 
“Since 1880 the investment of one-half 
of the British life assurance companies 
have been greatly extended”—(Reads). 
Has there been any verification of that 
statement as to the extension of the 
powers of British companies? A.—Oh, I 
would not say that it has been gone into 
and carefully verified, but [ would think 
it entirely probable that the statements 
made there are reasonable accurate. 


Q.—The memorandum proceeds “Those 
who are supposed to be managing their 
companies”—(Reads), ‘Then follow ex- 
amples which one may look at. Then 
follows a statement of the law of cer- 
tain of the United States. (Reads). 
Then Mr. Macdougall of the British Em- 
pire submits an amendment? A,—That 
was on a minor point, however. I do 
not think it regarded investments, 


Q.—These examples of the powers cl 
investment are all the examples that 
have been collected for the purpose of 
the proposed legislation, are they? A. 
—Up to this time. 


Mr, Langmuir: Q.—Does the Depart- 
ment receive these British reports, and 
do these reports give a statement of 
these investments authorized, as set out 
there? Do you receive the reports of 
these insurance companies in the De- 
partment? A.—We receive a_ report 
from the British companies which is re- 
quired—you mean now of the genera] 
business ? 
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Q.—Do they exchange reports? Do 
you obtain their reports, and do they 
se. out these investments? A,—They 
are not set out in detail. It is only 
such statements as they are obliged to 
make to the Board of Trade in Great 
Britain, and that does not give the de- 
tails of the securities, 

Q.—They are not set out anywhere, 
as far as you know? A.—So far as I 
know they are not set out anywhere, 

Mr. Langmuir: You can understand 
it would be exceedingly useful to the 
Commission if we had them before us. 
but I suppose we can get them, 

Mr. Shepley: No doubt. Q.—Does the 
report which you get from the insurance 
company, and which goes to the Board 
of Trade,'specify the powers in invest- 
ment of the various companies in Iing- 
land? A.—It does not, no. 


Q.—It does not specify that? A.—No. 


Q.—Those powers, of course, can be 
ascertained and verified? A.—Yes, 


Q.—This report is in respect of a dif- 
ferent matter; it is in respect of— A.— 
In respect of appointing a trustee. 


Q.—A trustee in Canada to hold proo- 
erty here? A,—Yes. 


(.—Then here is the Sun Life, with a 
copy of the Act as it is proposed to 
amend it, Letter from Mr. Macaulay, 
12th January, 1903, to Mr. Fitz- 
gerald. (Reads letter.) That seems to be 
accompanied by a proposal for an amend- 
ment to the Act in accordance with 
it, which would put the Act in this 
shape? Section A as-.at present: sub- 
section B, after the words “The deben- 
ture bonds” put in the words “Dividend 
paying stocks or other securities of any 
building society,” and so on; and then 
electric railway) companies, and “manu- 
facturing electric companies and steam 
and coal companies” inserted as in the 
other. Then subsections 3, 4, 5 and 6 
struck out. That would be carrying out 
the suggestion that he makes that with 
respect to all these companies, .even 
those in the common stock of which an 
insurance company can now invest, the 
common stocks should be divided, pay- 
ing before they could be the subject of 
investment? A.—Yes 


The Chairman: Nothing suggested in 
place of subsection 3? 


Mr, Shepley: Nothing in place of suh- 
section 3 That I suppose he was leav- 
ing to be dealt with by the general man- 
agement. 
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Q.—Then I see you wrote a letter on 
the 2lst January to Mr. McCabe, the 
president of the association? A.—Yes 


Q.—(Letter read). That incorporates 
in section 3 the provision as to main- 
taining a reserve and an amount equal 
to its liabilities otherwise in Canada, 
and it brings into the provision a re- 
quirement that the investments equal to 
two-thirds of such liabilities shall be in 
Canadian securities? A.—Yer 


Q.—Then 4, 5 and 6 are repealed? A 
—Yes. 


().—Then McCabe answers that letter. 
Then here are some clauses I would 
like you to look at and tell me about? 
A.—Here is a clause suggested by and 
drawn in accordance with the instruc- 
tions of the Minister. ‘This clause seems 
to have been drawn in my office 

Q.—Perhaps by reading them we will 
get the relation. This is clause 3 drawn 
in your office. We will just see what 
it provides, (Reads clause.) That is 
precisely the same clause that your let- 
ter stated was what was agreed upon 
by the deputation? A.—Yes, 


@—Lhen here is a clause as sug- 
gested and drawn upon the instructions 
of the Minister? A.—yYes. 


Q.—This clause reads—(Clause read.) 
That is to be substituted for clause B? 
A.—Yes. 

Q.—Lhat was suggested by, and you 
drew it in accordance with the instrue- 
tions of the Minister? A.—Yes. 


Q.—That would be in the course of 
these suggestions for an alteration in 
the law? A —Yea. 

Q.—And was that done at a time 
when the Minister had fully before him 
the views of the insurance companies? 
A.—Yes. it was at a time after there 
had been an interview with him, and it 
was actually in that form submitted to 
the deputation. 

Q.—This, put briefly, if it were the 
law, would be an authorization to in- 
vest in the bonds of any company) in- 
corporated in Canada or elsewhere, pro- 
vided those bonds were adequately e- 
cured -by a mortgage on the assets of. 
the company? A.—Yes, 

().—With respect to debentures or 
other evidences of indebtedness, power 
to invest in those if default should aot 
have been made in respect of any in- 
debtedness of the company on the pay- 
ment of interest, and if in the case of 
stocks regular dividends of at least five 
per cent. had been paid for at least five 
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years preceding the investment? A,-— 
Lhat is the meaning of it 

Q.—Then we shall be able to com- 
pare that with the law as it at pres- 
ent. stands. Then the next “Alternative 
clause suggested, but not approved Sy 
the Minister.” ‘This is apparently an al- 
ternative for the latter part of the 
clause that you have told us was sug- 
gegted by and drawn in accordance with 
the instructions? A,—Yes 

Q.—That is when you come to _ the 
debentures or other evidences of indeht- 
edness? A-—Yes 


().—“‘Debentures or other evidences of 
indebtedness”—(Clause read). That was 
not. approved by the Minister? A.—Thai 
was not approved. 


Q.—Then I think this clause which 
you have marked “approved” by the 
Minister is precisely the same as the 


clause you drew upon his instructions? 
A.—Yes 


Q.—‘Bonds of any company”—- 
(Reads). That is not the same; it is dif- 
ferent, and it follows with specific pro- 
visions as to stock, (Reads.) There is 
a difference there, the difference being 
that in the clause which you drew in 
accordance with the Minister’s instruc- 
tions there was a provision that there 
must not have been default in the case 
of debentures or other evidences of in- 
debtedness—that there must not have 
been default in the payment of any in- 
terest or obligation, while here it is 
that there must not be default in re- 
Ae of the obligations or debentures? 

A.—Yes 


().—Here are two more clauses sug- 
gested but not approved—that means 
not approved by the Minister? A.—Yes. 


Q.—Then there is a memo. on this 
“As sent to McCabe February 7th by 
Mr. Fielding”; that will be the approved 
clause? A,-—I think so, 


@.—That is the clause which you have 
said the Minister approved of? <A.— 
Yes 


Q.—Then there is a letter from Mr. 
Angus MacMurchy of the 5th March, 
1903? A.—Bearing upon another. ques- 
tion, relating to the company for which 
he was solicitor, namely the Mutual 
Reserve. Nothing turns upon that. I 
think, now. 


Q.—That has nothing to do with the 
investing powers of companies at all? 
A.—No, 

(J.—Lhat is with regard to assess- 
ment companies and their licensing? A. 
—Yes, 
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Q.—We will not take that up at pres- 
ent. Another letter from Mr. Mac- 
Murehy, also another letter from Mr. 
MacMurchy, and a letter from Mr. Field- 
ing to Mr, McCabe on the 7th Febru- 
ary, 1903. “We substitute section B 
which is annexed”; that is the approved 
section? A.—Yes. 


Q.—Then letter from Mr. Bradshaw of 
the 10th March, 1903, to Mr, Fielding, 
re proposed amendment in Insurance Act. 
(Letter read.) Then the letter llth 
March from Mr. Courtney, saying that 
next week, if convenient, he will try to 
arrange an interview, ‘Then a letter 
from Thomas Hilliard, who seems to be 
manager of the Dominion Life Assur- 
ance Company, Then Mr. Fielding an- 
swers that on the 12th March, saying 
he will give all due consideration to the 
suggestions respecting real estate. Then 
the letter of the 18th March from Mr. 
McOabe. Then this is the memorandum 
in Clause B, “The bonds of any society” 
(Reads), Then Mr. Wielding says on the 
19th March, acknowledging receipt, “T 
am afraid the clause jou propose is 
a very material departure from ihe 
one I ventured to suggest in a recent 
communication, with you.” (Reads let- 
ter.) Then Mr. McCabe to Mr. Field- 
ing 25th March. Then letter to Mr. 
MacMurchy’s. That is still upon the 
question of the assessment companies. 
\ve will pass that over. Then another 
letter to Bradshaw. Then another by 
Bradshaw. Then you wrote him a let- 
ter, saying you would be in Toronto 
about the beginning of June. Then 
Mr. Goldman on the 29th September 
writes. ‘Vhera see Ay bes s 
there. Tell us about the proposed legis- 
lation. What was the trouble about 
it? Why was it not taken up. A.— 
Want. of time at the late stage of the 
session to put it through. 


Q.—If I recollect correctly, that was 
a session which was very busy? A.— 
Tt extended, J think. late in October or 
November. 


Q.—Mr. Goldman writes you on the 
29th September. (Letter read). Then 
a letter from Mr. Goldman to Mr 
Blackadar ? A.—T was absent from 
the citv at the time 


Q.—You were away, as the letter 
states? A.—Yes 

Q.—Then Mr. Blackadar replies. Mr. 
Fielding had railways and canals on his 
hands at this time as well as finanee ? 
A.—Yes. 

().—Then from that a letter is writ- 
ten by Mr. Goldman to Mr. Fielding 
5th Getober There is a reference there 
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to the Minister and yourself being sur- 
prised that there was no power. Have 
you any recollection of that? A.—I do 
not know about the Minister, but I cer- 
tainly was not surprised. I never 
thought of such a thing. 

Q.—Perhaps you could tell me what 
company that was that was the holder 
of $100,000 of this stock? A.—I am 
not certain, but I believe it was the 
Manufacturers’, I think it was. 

Q.—On the 8th October Mr. Fielding 
answers. (Reads.) Then Mr. Gold- 
man replies to that on the 21st October. 
(Letter read.) What is this next? A. 
—That appears to be a draft of a bill 
as suggested, with the alterations. These 
words “Canada or elsewhere” were in- 
serted. This will show what I think 
is already shown in the previous part. 
the draft as proposed, the underlined 
words being the new words. 


Q.—Just having glanced at it, it 
seems to me to be a countcr-proposition 
made by the Managers’ Association ? 
A.—Yes, that is about what it is. 

Q.—it inserts the provision as to two- 
thirds of the board in the case of com- 
mon stocks, two-thirds of the board as- 
senting to the investment. Perhaps we 
will see how that came about? <A.—TI 
imagine there was nothing there. 


Q.—Perhaps we will get the connec- 
tion of that later on. Then in Febru- 
ary, 1904, the matter seems to have 
been taken up between yourself and Mr. 
Macaulay of the Sun Life. Do you re- 
collect how that came about? <A.— 
No. I cannot recall just how it came 
about ; that I think is a letter forward- 
ing a copy of an opinion obtained from 
the Department of Justice. 

Q.—I will read your letter to Mr. 
Macauley, and I won’t have to read the 
statement of case, because we had that 
yesterday. (Letter read.) Then you 
enclose your statement of the Canada 
Life’s position to the Department of 
Justice. and Mr. Neweombe’s opinion in 
reply thereto which we discussed yes- 
terday? A.—Yes, the same. 


Q.—Then Mr. Macauley answers that 
on the 12th February. (Letter read). 
I wonder what Mr. Macauley would cal! 
a few yveneral remarks? A.—iIt is a 
different Macauley. 

Q.—Then I see that on the 26th 
February, 1904, a letter was addressed 
to Mr. Fielding by Mr. Robert Hamp- 
son. Who is he? A.—He is man- 
ager of an insurance company in Mont- 
real. 

Q.—This is about fire insurance? A 
—It relates to fire insurance. It is. 
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‘ however, upon the subject of wider in- 


vestments that he thought that fire in- 
surance should have, 

Q.—Perhaps we may say it is ger- 
mane to the present discussion, so far 
as to show that the powers of invest- 
ment were being considered, not only 
by the life companies, but by the other 
companies and their views being pressed 
upon the Government? A.—Yes. 


Q.—What is this Insurance Chron- 
icle? A.—That is furnished to bear 
out certain of the figures which are con- 
tained in Mr. Hampson’s letter. 

Q.—March 23rd, 1904, W. (. Mae- 
donald, Toronto. Who is he? A.— 
He is the secretary and actuary of the 
Confederation Life. 

Q.—Telegram to Mr. Fitzgerald 23rd 
March, 1904. (Letter read). Is that 
relating to what we have been going 
through this morning, because it was 
not two years ago? A.—It is only one 
year ago. There was’ something two 
years ago to which this document, re- 
fers. 

Q.—Then Mr. Macdonald writes you 
a letter of the 24th March, “I received 
yesterday evening just as I was leaving 
your office.” (Letter read). A.—I 
think it is pretty evident that it is not 
two years ago. It must be the year 
before. 

Q.—The next is “Proposed amend- 
ments to the Insurance Act.” I see at 
the head of this page a statement which 
seems to be in your handwwriting, draft 
submitted to the Minister 28th March, 
1904. That would probably be on the 
Monday that they came? <A.—Yes. 

Q.—I see a memorandum here, Col. 
Macdonald, Mr. Dexter and Mr. Brown 
had interviewed the Minister 28th 
March. 1904? A.—Yes. 

Q.—The first amendment proposed is 
about the trustee for foreign companies. 
It is proposed that subsection 2 of sec- 
tion 10 be amended by adding. (Reads 
memo.) That clause 3 seems to be the 
same as the clause that was devised 
the year before by the deputation who 
waited upon the Minister? A.—I be- 
lieve it was. 

Q.—Then with regard to the other 
clause, substantially that removes all 
the restrictions that were cast about in- 
vestment in stock of the class men- 
tioned? A.-—Of the class mentioned. 
and it appears to provide that the 
amount, so far as foreign securities is 
unlimited, but the provision that the se- 
curities must be kept in Canada, excent 
so much as is required for the mainten- 
ance of the foreign branch. That ap- 
pears plain. 
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Q.—And except that, two-thirds of 
the liabilities in Canada must be, Can- 
adian securities? A.—Yes, 

Q.—That is a very substantial alter- 
ation in the policy of the Act? A.— 
Oh, yes. 

Q.—A very sweeping alteration? A. 
—Oh, yes. 

Q.—Then this is a draft. That 
draft was submitted to the Minister 
on the 28th March. Then what is this? 
“Draft submitted by the deputation who 
waited on the Minister on tbe 28th 
March and 29th March? A.—Yes. 

Q.—This differs when you are dealing 
with the public debentures; tbe words 
“or of other countries” are put in? A. 
—Yes, that is the addition “or of other 
eountries.” 

Q.—Then comes the clause which Jooks 
more like the Minister’s clause of the 
preceding year, (Clause read). A— 
Three is substituted for five there. 

Q.—And the managers’ alteration cf 
“and” to “or?? A.—Yes, 


Q.—So that the adequately securing 
by mortgage might, be either upon real 
estate or upon other assets? A.—Yes, 


Q.—Instead of being upon all the as- 
sets? A—Yes. I may explain that 
that was prepared by Mr, Macdonald, or 
the deputation, at all events, after the 
interview with the Minister. 


Q.—And with the work of the pre- 
ceeding years before them? A,—Yes, and 
it was made pretty plain in the inter- 
view with the Minister that their propo- 
sition as contained in this document 
could not be entertained: therefore they 
substituted a modified form. 


().—Here is the alteration, “Ground 
rent or mortgages on real estate vor 
leaseholds: life and reversionary  in- 
terest in property whether absolute or 
contingent.” I do not think that was 
in the draft that was submitted to the 
Minister after the deputation had gone? 
A.—I do not know that that was ever 
afterwards submitted to the Minister. 
{ am not entirely certain that it was. 
I discussed that with the deputation, but 
T am not certain that that was ever aft- 
erwards presented to the Minister. 


Q.—Your memorandum does not sav 

it was submitted to the Minister, but it 

Says “Draft submitted ‘by deputation 

Bho waited upon the Minister’? A — 
es. 


Q.—That you think was submitted to 
you? A.—Yes. 


et 
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Q.—And you do not know that it 
ever came before the Minister? A.— 
No, I am not sure, 

Q.—Then JI see on the 7th April of 
that year there is another letter from 
Mr. Macaulay. secretary of the Sun 
Life, to the Minister; I think that is 
upon ‘that subject? A.—It is upon 
that subject. (Letter read.) 

Q.—Then there is a letter, which is 
omitted from this apparently, by Mr. 
Fielding to Mr. Macaulay, of the 25th 
of June. Perhaps its contents are suf- 
ficiently indicated bv Mr. Macavlav’s 
letter of the 5th of July in reply to it. 
(Reads letter from Mr. Macaulav to the 
Minister of this date.) Mr. Wielding 
answers on the 7th of July, acknowledg- 
ing the receipt, (Reads this letter to 
end.) On the 14th Mr. Macavlav anr- 
swers that letter. (Reads from “I thank 
you for your favor of the 7th” to the 
end.) Then a further letter from the 
managing director, Mr. Macauley of the 
26th of July, written from Prinee Ed- 
ward Island, (Reads from “A copy of 
your letter of the 7th inst, has been for- 
warded to me here” to end.) 

Mr. T. B. Macaulay: Might J tet 
suggest, Mr. Shepley, that there are two 
Macaulays. That is Mr. R. Macaulay. 

Mr. Shepley: That is R. Macaulay; 
the other apparently is T. B. Macaulay. 
Mr.T.B.Macaulav is the secretary who 
wrote the first of these two letters and 
he no doubt forwarded the Minister’s 
letter to the other Mr. Macaulay, who 
wrote the letter I have just read. The 
receipt of that is acknowledged on the 
29th of July, and that seems to end the 
correspondence, There is more than a 
suggestion, a statement in this letter 
that you had yourself prejudged the 
question of legislation, I want you to 
make your own statement with regard 
to that, Mr, Fitzgerald? A.—Well, my 
statement with regard to that is, that 
it is quite unfounded. In the letters 
where Mr, Fielding refers to “my De- 
partment” he no doubt included himself 
as the head of that Department. He was 
not looking upon the Department from 
the Superintendent down as the Depart- 
ment, but the whole Department, in 
cluding himself as the head of it. I 1m 
not aware that I ever stated at any 
time that certain privileges would be 
granted and no more; J had no author- 
ity to make it; it would have been 
senseless if I had made such a atate- 
ment. Of course Mr. Macaulay and 
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everyone else knows that the Minister 
at the head of the Department is the 
one who is responsible for the legisla- 
tion. He certainly would take advice 
from the officers of his Department, and 
if that advice was approved of by him, 
he would act wpon it; otherwise not, I 
may say that the draft that is given 
there as the draft approved of by the 
Minister is his own draft; it was sug- 
gested by himself. 

Q.—There is one matter that you 
ought to be asked about besides that. 
Apparently when the deputation waited 
on the Minister on the 28th of March, 
you said, I think, that it became fairly 
manifest during the interview that their 
views would not prevail with the Mini- 
ster? A.—Yes. 

Q.—After leaving the Minister this 
second draft was prepared, which, while 
it perpetuates some of the objectionable 
features, makes certain concessions along 
the lines-of the Minister’s own draft? 
A.—Yes. 


Q.—You were not able to say that 
that draft was submitted to the Mini- 
ster? A.—Certainly not by the mem- 
bers of the deputation, The draft was 
left with me, I would not, with any 
degree of positiveness, assert that that 
was sent or given to Mr. Fielding. Ihe 
subject was mentioned, I have no doubt, 
but it was not discussed, as far as I 
ean recollect, specificially with the 
Minister, for the reason that there was 
no immediate possibility or probability 
of there being any legislation at that 
time. 

Q.—Why? This was in March, you 
know, the 29th of March? A.—Well, 
that was March of 1904. Probably be- 
cause the Minister was too busy. I 
think that was the principal reason. 


Q.—Had he then been relieved from 
the duties of Minister of Railways and 
Canals, or do you remember? A.—I 
could not state that withont looking it 
up. However, there is one thing very 
certain, that there was no obstruction 
placed in the wayi by myself, 


Q.—I was not suggesting that there 
was any obstruction placed. in the way. 
but I wanted to get as,nearly as you 
can tell me from recollection, the ex- 
tent to which communication was made 
to the Minister of the modified expres- 
sion of views on the part of the depn- 
tation? A,—I have a. recollection of 
speaking to the Minister upon that 
point, upon his asking me what the 
principal difference was, and my telling 
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him that the principal difference con- 
tained in it was the difference between 
three and five years. 


Q.—Do.you remember what view the 
Minister express, or did he express any? 
A.—Well, his inclination was to re- 
tain it, as he had put it in himself. 
He strongly favored the five years. 


Q.—Of course, there was also this 
sweeping alteration permitting invest- 
ments in other countries of the classes 
which had not been extended by previous 
legislation to other countries? A.—That 
was in the first draft. 


Q:—In the public debentures clause 
here, and in the real estate clause, “Can- 
ada or elsewhere?” A.—Yes. 


Q.—And then the other, as you say, 
is the substitution of the three years for 
the five? A.—Yes 


Q—You think that did not meet the 
Minister’s approbation? A.—It did not 
meet the Minister’s approbation. 


Q.—Now are there any other reasons 
—for I want you to tell me all that is 
in your mind upon the subject—was 
there any other reason so far as you rec- 
ollect for the matter not having been 
disposed of or taken up between the Min- 
ister and yourself to any greater extent 
than it was after that deputation left 
it? A.—I certainly cannot think of any 
other reason. If it comes to my mind 
later on I will mention it. 


Q.—Now, while upon this subject of 
legislation, has the matter been taken 
up since the correspondence I have read? 
A.—This was in 1904? 

Q.—Yes, there has been a session and 
a year since then. A.—It will be no- 
ticed that in both the reports for 1903 
and 1904, I have inserted something in 
my report to the Minister on the sub- 
ject of legislation. 


Q.—Will you point that out for both 
years in your report? A.—This is the 
report for 1904? 

Q.—On page LXI. of your report for 
the year 1904 you say this, (reads from 
“Tn last year’s report the desirability of 
an amendment to the Insurance Act in 
certain respects was suggested. The ne- 
cessity for an amendment becomes dailv 
more apparent” to end of paragraph. ) 
That is signed by you as Superintendent 
in your report to the Minister? A.—Yes. 

Q.—Then that page LVII. of your re- 
port for 1903 you say, (Reads from,“The 
Insurance Act. It is probable that a re- 
vision of the Insurance Act at an early 
date may be considered expedient and 
necessary” to ‘Seems desirable and 
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might be advantageously made.”) Yuu 
had reference, I presume, in your report 
for the year 1903, to the correspondence 
which we have been going through to 
day? A.—Yes. 


Q.—Why do you say here, ‘‘Opinions 
have differed somewhat widely as to the 
amendments needed, each company nat- 
urally urging such changes as would 
meet the supposed necessity of its partic- 
ular circumstances” A.—Well, in the 
ease where the deputations waited upon 
the Minister it was found that while 
they all wanted very wide powers, some 
for instance, would name some particu- 
lar security they wanted included, I 
think in the correspondence from Mr. 
McCabe, it will be found that he men- 
tioned some particular securities. 

Q.—Yes, that is so. A.—And that is 
the subject to which I referred. 

Q.—They seem, do they not, to have 
been pretty well at one as to the desir- 
ability, from their standpoint, of increas- 


ing the power of investing in foreign se- 


eurities? Upon that subject they do not 
seem to have had any difference of 
opinion so far as I can judge from the 
correspondence? A.—No, some were not 
particularly anxious about the power to 
invest in foreign securities, because they 
were not doing a foreign business to any 
extent. 

Q.—Those of them who were interested 
in the subject were not, so far as I can 
judge from this correspondence and the 


records, at all wide apart upon that 


question? A—They a/l wanted increased 
powers, they all wanted wider powers. 


Q.—In what respect then, do you 
speak of them here as having opinions 
differing somewhat widely? A.—Possi- 
bly that may not be entirely accurate. I 
think I can say this, however, that some 
of the companies expressed the view to 
me that they were entirely satisfied 
with the clauses as they were. They 
did not want any more 


Q.-—-I can quite understand your state- 
ment here that some even went the 
length of favoring absolute freedom of 
choice without restriction of any kind. 
That would seem to be the key of the 
tirst communication, the earliest commu- 
nication, forwarding these statements of 
the powers of the British and American 
companies? A.—Yes. that was very 
largely so. I have a distinct recollection 
of the manager of one company, who 
was not a spokesman at any of these 
deputations and did not appear as far as 
T remember, saying that he present Act 
gave all the powers that were required, 
in fact. that it gave wider powers than 
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there was any necessity for as far as his 
company was concerned 

-—Q.—Will you identity that gentleman? 
A.—That was the manager of the Mutua! 
Life of Canada. 

Q.—His name? A.—Mr Wegenast. 

Q.—The Mutual Life of Canada curries 
on business where? A.—The head office 
is at Waterloo. 

Q.—Then, to come back to where I 
was when you referred to these two re- 
ports of yours. I was asking you what, 
if anything, had been,done by way of 
taking up or discussing this subject since 
the year 1994, that is during last year? 
A.—In the autumn of 1904, October or 
November or December, along there, I 
prepared a draft bill. 

Q.—With a view of suggesting its in- 
troduction? A.—Yes, and had it 
printed, that being a copy of it. (Exhibit 
38). 

Q.—This is a copy of the draft which 
you prepared and had printed? A —Yes. 

Q.—That, you think you did in the 
year 19047 A.—That was done in the 
year 1904. 

Q.—I put that upon the records. (The 
ecrrespondence last read is now marked 
Exhibit 37 and the draft bill Exhibit 
38). ; 

The Chairman : That bill was intend- 
ed for the session of 1905? A.—¥For 
the session of 1905. 

Mr. Shepley : Give me in your own 
way an historical account of what was 
done upon the subject of legislation. 
A.—This draft was prepared in the fall 
of 1904 or the early part of 1905, and I 
sent it to the Minister with a memor- 
andum suggesting its introduction, 
That memorandum is not in, as a mat- 
ter of fact, but I can get it. (Aftei- 
wards marked Exhibit 39.) 


Q.—Then we will have the memoran- 
dum in which you introduced this pro- 
posed bill to the notice of the Minis- 
ter? A.—Yes. 

Q.—Well ? A.—The Minister was 
absent in Europe and did not return 
until pretty late in the session, The 
session was tolerably well advanced 
when he returned. 


Q.—Was he absent in Europe at the 
opening of the session? A.—He was 
absent at the opening of the session and 
remained absent for I should say al- 
most two months, but I think that date 
will be ascertainable. 

Q.—Was your draft sent to him be- 
fore he went to Europe?  A.—It was 
not. I think it was ready for him 
when he returned. 
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Q.—And you can find the date of his 
return for us? A,—I can. 


Q.—And your memorandum, I sup- 
pose, will show the date upon which you 
delivered the bill to him ? A.—I shouid 
think it would. 


Q.—Then go on with the account of 
it, The session was well advanced 
when the Minister returned and you 
gave him the bill? Then what? A.— 
Later on he mentioned the subject to 
me, but on account, 1 suppose, of pres- 
sure of work it was not taken up, it 
was not introduced. 


Q.—Now, were the insurance compan- 
ies or the Managers’ Association engag- 
ed during that session in pressing for 
legislation upon the lines of the year 
before ? A.—Not that I remember 
specially. I don’t think I have had 
any communications from them, If so, 
{ would have the correspondence here. | 
have no specific recollection of it. How- 
ever, I will have a search made for cor- 
respondence during the year 1905 with 
regard to it. 


(.—Then J think we may take up this 
bill of yours and go through it. (Ex- 
hibit 38.) The first thing vou do is 
to amend the fifth section of the In- 
surance Act, or propose its amendment 
by making it read as follows. (Reads 
proposed section, ) The fifth section 
at present is. (Reads section 5 of the 
Act.) |Your proposed substitution is. 
(Reads from “The license shall be in 
such form as from time to time deter- 
mine by the Minister” to.end of para- 
oraph. ) Had there heen instances of 
limitation in the territory covered by the 
licenses issued by your Department ? 
A.—There never had been. We are ad- 
vised that under the Act the license is- 
sued must be a license for the whole Do- 
minion and cannot be for..a portion of 
it. 


Q.—Then you thought it desirable to 
amend that bv retaining the power to 
limit ? A.—Yes, that is to grant a 
license for one or two Provinces instead 
of for the whole Dominion. That was 
brought about in the case of foreign 
companies wanting to do business in 
a particular Provinee, but would not do 
business throughout the whole’ Do- 
minion ; they did not care to and would 
not make the amount of deposit requi- 
site and the result would be, either 
that that company did not come into 
Canada at all to do business, or else it 
did an unlawful business, I was an- 
xious to frame the law so as to make 
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it possible to allow a company to _ lo 
business in a particular Province and 50 
bring it under the Act that we could 
ascertain what its business was, the na- 
ture of its transactions, and so on. 

().—Did your. proposed legislation 
make any qualification in the case of 
the amount of deposit where the ter- 
ritory was limited? A.—It did later 
on in the bill. 


Q.—Then your second clause is to re- 
peal clauses A and B, which are defini- 
tive caluses with regard to guarantee 
and accident insurance? A,—Yes. 


Q.—I do not think I will follow that 
out. Then section 3 of your propcs- 
ed bill deals with an important matter. 
It is section 2 of chapter 13 of the 
Statutes of ’99, by section 6 B added to 
the Act. . Section 6 B is about the 
license. (Reads from ‘‘The license shall 
not be granted” to “such as may be 
combined under the provisions of the 
next preceding section,”) What was 
the necessity for that? A.—There is 
a proviso there to the effect that in 
the case of companies other than Cana- 
dian, licenses may be granted to them, 
notwithstanding their wide powers up- 
on their making an additional deposit. 
That related exclusively to companies 
other than Canadian. The ‘proviso 
intended to be added would extend the 
same right to Canadian companies. AS 
the Act stands at present a Canadian 
company doing, for instance, life and 
accident business could not obtain a 
license to transact life insurance, and it 
was to cover that difficulty that the 
clause was proposed, 


Q.—Then your fourth section deals 
with the question of the deposit in the 
ease of a company whose territory 1s 
limited ? You amend section 7 by add- 
ing this: “Provided, however, that 
where a license limited to one or more 
Provinces of the Dominion is granted, 
the Treasury Board, on the report of 
the Superintendent, may authorize the 
acceptance of an initial deposit less *n 
amount than in this section mention- 
ed.” A.—Yes. 


Q.—That is the complement of your 
first provision. Then your fifth see- 
tion enables a deposit to be made by a 
foreign company with a trust company? 
A.—With a trust company. 


Q.—It widens the range of trustees ? 
A.—Yes. 


Q.—-Then your sixth section amends 
section 12. That is with regard to the 
documents to be filed in the Department 
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before the issue of a license and you 
add there that any such document shall 
be accepted by the Department, if it 
would be accepted as evidence in a court 
of law. What did you mean by that? 
A.—<As the law now stands, if there is 
an Act of the Dominion Parliament 
passed, and a company having a charter 
from the Dominion comes to us for li- 
cense, we are obliged to get that Act 
certified by the Clerk of the Parliament, 
Mr. Chapleau. I intended to cover by 
that that we might accept a copy of the 
Act issued by the King’s Printer. In 
the case of an English company we 
could not accept a copy of the Act as 
printed in the Imperial Statutes, but 
were obliged to get a copy of the Act 
certified by the Clerk of the Parliament 
in Great Britain. It was to cover that. 

Q.—That was because the statute 
read, “Certified by the proper officer in 
charge of the original thereof.” A.— 
Yes, 

Q.—Then section 7 of your propose 
bill. (Reads from “The words ‘insur- 
ance company’ in the sixth line of sec- 
tion 22 in the said Act” to “carry on 
any kind of insurance.”) That is the 
penalty clause for issuing a policy in 
contravention of the Act? A.—Yes, 
then the agent is liable for the penalty. 
The agent for the company. If he 
represents a company and the agent 
transacts business without that com- 
pany being licensed, he is liable to a 
penalty. To take a Lloyds Institu- 
tion, such as there are occasionally, if 
it came into Canada and did business the 
representative of that company would 
not under the section as it now reads 
he liable to a penalty. It is to cover 
that point. Tt is a ease which actually 
arose. We had information upon it. 


Q.—That would be more in the sub- 
ject of fire insurance ? A.—yYes, it had 
reference to fire insurance in reality. 


Q.—Then subsection 4 of Section 8 
vou amend? A.—Yes, under section 
94, as it now reads, a company incor- 
porated ceases to exist at the end of 
two. years unless within that two years 
it obtains a license, and the charter is 
absolutely forfeited. A case has arisen 
in which considerable hardship arose 
by their own special Act? A.—They 
are. In the case of the Mutual Re- 
serve it was not found to have worked 
from that transaction, and it is intended 
to cover that. The case T refer to is 
reported in the Ontario Law Reports. 

Q.—Your amendment is aimed at, per- 
mitting them to be wound up, althouch 
the special Act has gone out of foree ? 
A .—Yes 
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Q.—Then your ninth section repeals 
section 42a? A.—42a is one that was 
added in 1899. That is about assess- 
ment companies, 

Q.—They may after notice obtain a 


reserve like ordinary companies? A.— 
x 6s. 


Q.—You repeal section 42a alto- 
gether? <A.i—Yes, 


Q.—The object of that was what? A. 
—Well, we had that in going over the 
Act, Notice had been given only by 
one company, that is the Mutual Re- 
Serve Life Insurance Company. ‘There 
1s only one other company which could 
give the notice, an association rather ; 
that would be the Foresters. It is the 
only one that could. 


Q.—And the Foresters are dealt with 
by their own special Act? A.—They 
are. In the case of the Mutual Reserve 
it was not found to have worked 
satisfactorily. It practically divided 
the business of the company into two 
sections, the business transacted on the 
assessment principle and the business 
transacted upon what is known as the 
level premium principle. The Mutual 
Reserve, after having had it in oper- 
ation for a short time, found it neces- 
sary to come to Parliament and obtain 
an Act which will be found in the sta- 
tutes of 1904. 


Q.—That Act enabled them to convert 
their policies? A.—Into level premi- 
um_ policies. 

Q.—Then the tenth section of your 
proposed bill provides that: (“After the 
passing of this Act no company shall be 
licensed to carry on the business of life 
insurance on the assessment plan,” reads 
to end of paragraph). That was by 
way of reinforcing your repeal of sec- 
tion 42? A.—yYes, to the effect that 
hereafter no company should be li- 
censed to do business upon the assess- 
ment plan, 

Q.—Then in section 11 you frame a 
new section 49, which is in respect of 
insurance other than life, fire or marine. 
Then section 12 substitutes a new sec- 
tion 50, and that we will have to deal 
with a little more in extense. ‘Section 
50 is repealed and the following sub- 
stituted therefor. (Reads from “Any 
life insurance company which derives its 
corporate powers or any of them from 
an Act of the Parliament of Canada” to 
“Public school corporation in Canada.”) 
In that clause you widen the provisions 
of 50a of the existing Act? A.— 
Slightly. In any country where the 
company is doing business. I think to 
that extent. 
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Q.—You have brought in the secur- 
ities of the United Kingdom or any 
colony or dependency thereof, or of any 
country where the company is engaged 
in transacting business? A.—Yes, 

Q.—Then subsection’ B, you have 
divided that into three heads. “The 
bonds of any company incorporated in 
Canada or elsewhere, which bonds are 
secured by a mortgage to trustees or 
otherwise upon the real estate and other 
assets of such company, and which real 
estate and other assets are of a market 
value at least 25 per cent. in excess of 
the amount of the bonds so secured 
thereon.” A.—That is to take the 
Place of the Minister’s approved clause. 
The word, you will remember, in that 
clause was “adequately.” There is a 
difference made there, because I found 
‘in conversation with different people 
that the word “adequately” is misunder- 
stood. Tt is difficult, at all events, to 
say precisely what “adequately” would 
mean, 

Q.—It would raise a possible differ- 
ence of opinion between those who are 
operating under the Act and. those ad- 
ministering it? A.—Yes, those who 
are endeavoring to enforce it, to admin- 
ister it. 

(j— hen you transmuted the word 
“inadequate” into a margin of 25 per 
cent? A.—vYes, not being at all satis- 
fied that that would meet the approval 
of Parliament or of the Minister, but 
to put it in a light in which it could 
be discussed. 

Q.—Then you also reverted to the 
Minister’s draft by providing that the 
mortgage should be secured upon the 
real estate “and” other securities? A. 
-—Yes 

Q.—So as to cover all the property, 
not making it disjunctive “or’? A.— 
Ver, 

().—Then the second clause of B is as 
follows, (Reads from “The evidence of 
indebtedness of any such company” to 
“prior to the time of investment.” Now 
that I think is the Minister’s draft? A. 
--Lhe Minister’s draft. 


Q.—‘3. The stocks of any such com- 
pany upon which regular dividends of at 
least 5 per cent. have been paid,” That 
( think is the Minister’s draft? A,—Yes, 

Q.—Now you have an alternative 
clause B, I think you have two alterna- 
tives here? A.—Yes, there is another 
alternative. 


Q.—What is the object of this alterna- 
tive clause B? A.—For the purpose of 
putting before the Minister the views 
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of the deputation that had heen to the 
Department. 

W.—(Keads Irom Ist, the ponds of 
any company incorporated in Canada or 
elsewhere,” to “security.”) That is the 
same as your first, A.—Yes, the dif- 
ference is a little lower down. 

Q.—(Reads from “2. The debentures 
or ether evidences of indebtedness of 
any such ecompany” to “prior to such in- 
vestment.”) The difference there is 
what? A —In successful operation - tor 
at least five years. 


Q.—The other was that the bonds had 
been outstanding for a period of five 
years. A,—Yes. 

Q.—Then that would afford an oppor- 
tunity of investing in debentures before 
it had been found out whether they 
would pay interest or not, while the 
other would not? A.—Yes. 


Q.—Then your third is, “The stocks 
of any such company upon which regu- 
lar dividends have been paid.” A.— 
That is the same clause. 

(}.—The same as in the first alterna- 
tive? ‘hen your next clause "\C” is the 
stock of any chartered bank in Canada. 
You put that in a clause by itself. You 
leave the power to invest in bank 
stocks? A,—Yes, that is the same, no 
alteration has been suggested in that. 


(.—Clause “D.” Ground rents or 
mortgages on real estate in Canada or 
elsewhere, (Reads from “Provided that 
the amount paid for any such mortgage 
shall in no case exceed 60 per cent. of 
the value of the land covered by said 
mortgage,” to end of clause.) ‘The ex- 
tension there is to the foreign country 
and the restriction is as to the margin. 
A.—Yes, 


Q.—You fix a margin beyond which 
they must not lend and extend the 
power to foreign countries? A.—Yes, 
necessarily, as the other powers were 
extended, 


Q.—Then your next clause is “Life, 
endowment or policies for contracts is- 
sued by the company,” the “or” should 
come before “endowment,” should it not? 
It means “Life, endowment or other poli- 
dies,” A.—Yes, it is not intended to 
change that, 


Q.—F. Any securities accepted by 
the treasury board as deposit.” A.— 
That is the same clause, 


Q.—.sou have left “D” out. That 
was sufficiently included, That is the 
public consols of the United Kingdom 
and so on, That is sufficiently included 
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in your first enumeration of public se- 
curities ? A.—Yes. 


().—Therefore that becomes unneces- 

sary. ‘hen 2 is a little different in the 
second part of it, (Reads from “Any 
such life insurance company may lend 
its funds” to end of clause.) That you 
extended similarly to the other? A,— 
Yes, 
Q.—That is you extended it to the 
foreign countries and you restricted the 
investment to a 40 per cent. margin? 
A.—Yes. 


Q.—That is to 60 per cent, of the 
value. Then the 3rd subsection of sec- 
tion 50 provides for any insurance com- 
pany besides a life insurance company, 
according to your draft of it, It disap- 


pears altogether therefore from the 


scheme of life insurance company in- 
vestments? A,—Yes, 


Q.—Sections 4, 5, 6 and 7 of the old 
Act go out altogether apparently? A.— 
Yes. 

Q.—Unless they appear elsewhere, 8 
is reproduced as 4, and I think is in 
precisely the same terms in your draft. 
That is the power to take further col- 
lateral security of any nature? A.—Yes, 
that remains as it was, 

Q.—And your 5th is in precisely the 
terms of the -old subsection 9, and 6 is 
the same as the old subsection 10, it is 
in precisely the same terms? A.—Yes, 


Q.—Then you propose another alterna- 
tive for that section by merely amending 
section 50 instead of repealing it and 
substituting a new section. A,—Yes, a 
proposed alternative. 


Q.—And there your proposition ends, 
if that is accepted, to strike out 10 
whenever it occurs iin sections 4, 5 and 
6, and substitute the word 25, that is 
the effect of that, A.—Yes, 25, That 
would be to increase the margin of 
foreign securities from 10 to 25 per 
cent. 


Q.—Then you add to subsection 6 of 
the old Act in this alternative section, 
6a and 6b, Section 6a is (reads from 
“Any such life company which does 
business outside of Canada but does not 
transact business either in the United 
Kingdom or the Unlited States” to the 
end of clause.) That is it may invest 
in American securities? A.—Yes. 


Q.—“‘Shall not exceed by over 25 per 
cent. the amount of the reserve upon 
its outstanding policies in force outside 
of Canada. such reserve to be calculated 
upon the basis prescribed by this Act.” 
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You increase the margin there to 25 
per cent.? A.—Of course at present, 
as it now stands, a company doing busi- 
ness outside of Canada, but not doing 
business either in the United Kingdom 
or the United States, cannot invest in 
foreign securities, and the intention is 
to give that company the same privilege 
of investment. 

Q.—Why 25 per cent. ? A.—It is 
the same as the other. I propose to 
increase it to 25 per cent. in the earlier 
part of the session. 

Q.—That is in line with the other sug- 
gestion of changing 10 to 25? A,— 
Yes. 

Q.—That change from 10 to 25 is in 
favor of the insurance companies ‘power, 
it extends their power of investment. 
beyond what the other Act did. A.— 


“Yes. 


Q.—What was your object in suggest- 
ing that the companies should get the 
additional power between 10 and 25 per 
cent.? A.—Well, just again to bring 
the subject before the Minister directly. 
It had been urged and suggested that 
the Act was all right in its present. 
form, the range of securities sufficient]v 
wide, but the margin it was possible to 
invest outside of Canada in foreign se- 
eurities was not sufficient. Simply to 
bring the matter up for discussion. 


(Adjourned to 2 p.m.) 


Ottawa, 23rd March, 1905. 
AFTERNOON SESSION. 


Examination of Mr. Fitzgerald con- 
tined : 

Mr. Shepley : We had got, Mr. Fitz- 
gerald, through your alternative sub- 
stitutions for section 50. We will com- 
plete the proposed bill. Your next pro- 
posed section is number 13, and that 
added a section 53 to the Act, the Act 
at present having only 52 sections. 
Clause 13 is: (Reads from ‘‘the said 
Act is hereby amended” to “change to 
the name proposed in the application.”) 
What is the object of that? A.—The 
new section 53 enables a company to 
change its name. The last case of a 
name being changed was that of the 
Ontario Mutual Life changed to the 
Mutual Life of Canada. 

Q.—Are you reading from a memor- 
andum? A.—Yes, a memorandum to 
the Minister. 

Q.—You may refresh your memory 
from that and I shall put it in as part 
of the record. that being the memo. 
randum you addressed to the Minister 
on the subiect of the proposed bill ? A. 
—Yes. (Afterwards marked Ex. 39). 
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Q.—Then the second subsection of the 
proposed new section is in relation to 
suits against a company whose name 
has been changed. ‘The purpose of that. 
is obvious. (Reads subsection 3). Then 
section 54, reserve liability ? A.—That 
relates to fire companies altogether. 


Q.—Then we will not touch that ; 56 
relates to fire and marine companies ap- 
parently. Then the new section 5a. 
(Reads from “The superintendent shall 
allow as assets” to end of paragraph). 
The purpose of that section? A.—The 
purpose of that section is as far as pos- 
sible to prevent companies from invest- 
ing in securities that are not authorized 
by the statute. 


Q.—In other words, it gave you power 
jn your annual report to disallow any 
assets which were unauthorized? A.— 
That is the idea. 


Q.—Then 56 does not apply to life 
companies? A.—No, 54, 56 and 57. 


Q.—I should think 57 perhaps does 
apply ? A.—Possibly it may. 


Q.—“‘The directors of any company 
which derives its corporate powers from 
an Act of the Parliament of Canada.” 
That does not confine it to any particu- 
lar kind of company? A.—No. , 


Q.—(Reads this section.) What was 
the object of that? A.—When a com- 
pany’s capital hecomes impaired, to au- 
thorize them to write off the amount of 
the impairment. 


Q.—I see you have provided that no 
part of the assets shall be distributed 
in respect of the amount written off ? 
A.—Yes. 


Q.—And then you have provided that 
there shall be no reduction of capital 
below the minimum amount fixed by the 
Act. or, if no amount is fixed by the 
Act. helow the amount fixed as neces- 
sary for the purposes of the deposit ? 
A.—Yes. Of course that latter clause 
would refer altogether to companies 
other than life. 


Q.—Then you proceed to deal with 
the question of impairment. (Reads 
from “the capital of a company shall be 
deemed to be impaired” to “calewated 
according to the requirements of this 
Act.”’) I think we have had an in- 
stance or two of that in some of Mr. 
Blackadar’s reports which we have not 
come to with you yet. (Reads subsec- 
tion 8 and 4). What was that subsec- 
tion intended to refer to? A.—It was 
intended to refer to this, that notwith- 
standing the reduction the shareholders 
should remain liable to creditors or 
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policyholders in the same way as if it 
had not been passed. 


Q.—That is that they should be bound 
to pay up the par value of the stock 
originally subscribed, notwithstanding 
the writing off of a portion of it by way 
of impairment ? A.—That is the intev- 
tion. 

Q.—(Reads section 5 from “The di- 
rectors may increase the paid-up capital” 
to “paid-up capital stock.”) What is 
the object of that clause? A.—Just 
a usual provision in cases of the kind 
were the capital of a company 1S 1In- 
creased, the first intention is if a por- 
tion of it has been written off to al- 
low it to be written back again to the 
same extent out of profits or to sell 
new capital stock. 

Q.—For the purpose of bringing back 
the amount of the impairment into the 
capital? A.—Yes, that is the object 
of it. 

(Q).—Then you have substituted new 
forms for the yearly returns? A,—Yes, 
there are not very many differences. 

(.—Can you tell me without my going 
through them in detail, what the dilfer- 
ences are, what changes you purport toe 
make in the form of annual return in 
this substituted schedule? A.—I really 
do not, remember, exactly) what was in 
that schedule to the new bill at the 
present time. It was compiled quite a 
length of time ago. 

(J.—Then I think I will go through it. 
What generally was your object in 
modifying the form of return? A—Well. 
it was to make it more adaptable, so 
that we could more readily get at the in- 
formation for which we ask, I think it 
contains amongst other things a list of 
the directors of the company. That is 
not provided for by the statute. I 
think it makes provision for that, 

().—It is “details of yearly statement 
of life insurance.” It commences “A 
list of the stockholders, with the amount 
subscribed for, amount paid thereon, and 
the residence of each stockholder’? A, 
—That is the same. 

Q.—“‘A list of the directors of the 
company.” A.—That is not here. 

Q.—That is new? A.—Yes. 

Q.—"Specifying assets as per ledger 
accounts.” A.—That is here. 

Q.—‘“The value as nearly as may be 
of the real estate held by the com- 
pany.” A.—That is the same. 

@.—“The amount secured by way of 
lien on real estate, whether by mort- 
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gages, bonds or any other security, dis- 
tinguishing between those having first 
er second lien on such real estate.” <A, 
—That is the same. 

Q.—‘The amount of stocks, bonds, de- 
bentures and debenture stocks held as 
eollateral securities for loans, stating 
the par and market value of each kind 
and the amount loaned thereon.” A.— 
The next clause here is the amount of 
loans secured by bonds or stocks cr 
ether collateral, ‘hat is the way it 
reads, , 

Q.—Then I will put that as amended? 
A,—Amended. 

Q.—What is tne force of the amend- 
ment there? A.—The way it reads here 
is the amount of loans secured by bonds 
or stocks or other collaterals. And the 
wording there? 

Q.—(Reads same clause), This is a 
more comprehensive statement of the 
eollateral securities themselves? A,—Ex- 
actly. 


Q.—‘The amount of loans as above on 
which interest has been overdue for one 
year or more previous to such state- 
ment with a schedule thereof,” A.— 
The amount of loans as above on which 
interest has not been paid within one 
year previous to such statement with a 
schedule thereof. 


Q.—That says “within one year,” A. 
—Has not been paid within one year, 

Q.—“The amount of loans made in 
eash.” A,—That is the same. 

Q.—‘Premium notes, loans or loans on 
policies in force,” A.—That remains the 
same, 

Q.—‘Par and market values and value 
in account of Canadian and other stocks 
owned by the company, specifying in de- 
tail the amount, number of shares, par 
and market value, and value in account 
of each kind,” and so on. A,—That is 
considerably more extensive than it is 
here. It reads here, “Par and market 
values of Canadian and other stocks and 
securities owned by the company, speci- 
fying in detail the amount, number of 
shares and the par and market value of 
each kind.” That requires not only the 
par and market values, but the value 
in account, the book value. 

Q.—You ask here also for the rate, if 
fixed, on any preferred or guaranteed 
stocks? A,—Yes, 

Q.—‘‘Par and market values and value 
in account of Canadian and _ other 
bonds,” that 1 suppose is a similar modi- 
fication of the old? A.—‘Par and mar- 
ket values.” 
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Q.—You have changed this just as you 
did the other. This reads “Debentures 
and debenture stocks.” The other was 
stocks? A.—Yes, it is separated litno 
two there. This is put “Stocks and 


_ other securities,” There is one of 


stocks and the other of debentures, sep- 
arating them into two, 

Q.—You are asking by this clause pre- 
cisely the same information as you are 
for stocks in the first? A.—Precisely 
the same, 

Q.—‘Amount of cash at head office.” 
“Bills receivable.” “Agents ledger bal- 
ances,” A.—These are the same. 

Q.—*“All other ledger assets.” A— 
That is not here, 

Q.—You are maintaining in this bill, 
you are not interfering with the discre- 
tion of the Minister to alter the form 
of return from time to time ? A.—Oh, 
no, not at all. 

Q.—Then other assets, Have you got 
another item for other assets there? <A. 
—Yes. 

Q.—‘Market value of stocks, bonds, 
debentures, etc., over value in account? 


A,—That was not in. Perhaps it is 
another place. 


Q.—That would seem to give you in 
another form the same information that 
you get under the other clause? A.— 
Yes, that is in the old form, but not 
Specificially mentioned in the statute, 

Q.—You would already have that 
statement any way inferentially from 
the other two clauses. “Interest due 
and accrued”? A.—That is the same, 


Q.—“Rent due and accrued”? A.— 


_ That is the same. 


Q.— “Due from other companies for 
losses and claims, etc., on policies”? A. 
—The same, 


Q.—“Amount of uncollected and de- 
ferred premium.” A.—The same 

Q.—All other non-ledger assets owned 
by the company with details?” A.— 
There is here “commuted commissions” 
which is dropped out. 

Q.—“Liabilities” is the next head. 
“Net present values of all outstanding 
life anuity contracts.”( reads to “those 
reinsured.”) A.—That is a little broad- 
er than it is here. 

Q.—The broadening of it is that you 
have made it clear that this applies to 
annuity contracts and made it clear that 
it includes reversionary additions and 
premium reductions? A.—Yes. 

Q.—‘‘Present value of amounts not 
vet due on matured instalment pol- 
icies.’’? A.—That is an item put in on 
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account of a practice which has 
arisen in very recent years. It 
is the habit now in many _ cases 
to issue a policy where the whole 
of it is not payable at death but the 
amount is payable by instalments from 
year to year and that is to cover that 
particular policy. That is new. 

Q.—‘Claims for death losses and ma- 
tured endowment and annuity claims due 
and unpaid or in process of adjustment 
or adjusted but not due or resisted” A. 
—That is the same. 

Q.—‘Surrender values claimed or 
claimable in respect of cancelled or 
lapsed policies. A—That is an item 
which is not here, that is new. 

Q.—‘Dividends to stockholders?” A.— 
That is the same. 

Q.—‘Amount due on account of office 
expenses?” A.—The same 

Q.—‘Amount of loans?” A.—The same. 

Q—“Amount of all other claims 
against the company?” A.—Yes. 

Q—The next head is “Income.” 
“Amount of cash premiums received less 
reinsurance premium notes loans or liens 
taken in part payment.” (reads to) “for 
renewals of those previously existing.” 
A.—That is a little different from this. 

Q.—You have left out this what? A.— 
“Premiums paid by dividends including 
reconverted additions. 

Q.—That is struck out for the purpose 
of this? A.—Yes. 

Q.—Why ? A.—I am araid I will have 
to ask Mr. Blackadar what that is. 

Q.—Then we will pass that over. You 
have not there stated separately, the 
net premium received on new policies for 
renewals? A.—wNo, that is new. 

Q.—‘Cash received for life annuities?” 
A.—“Cash received for annuities,” are 
the words here. 

Q.—“Amount of interest received?” A. 
—The same. 

Q.—‘Amount received for rents?” A. 
—The same 

Q.—‘Net amount received for profits 
on bonds, stocks and other property ac- 
tually sold.” A.—The same. 

Q.—“All other income in detail.” A.— 
Yes. 

Q.—Then “Premium note account” is 
the next. “Premium notes, loans or 
liens on hand at date of last previous 
statement.” A.—The same. 

Q.—“Additions and deductions in de- 
tail during the year.” A.—That is the 
same. 

Q.—‘‘Balance note assets at date?” A. 
—The same. 

Q.—‘Expenditure.” Total amount ac- 
tually paid for losses and matured en- 
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dowments including payments on ma- 
tured instalment policies, stating separ-. 
ately the amount paid for each class ?” 
A.—That is rendered necessary by the 
fact that recently instalment policies 
have been issued. That is new. 


Q.—Hither new or amended? A.—As 
it reads here it is, “Total amount actu- 
ally paid for losses and matured endow- 
ments.” 

Q.—That is amended then? A.—Yes, 
not wholly new. 


Q.—‘“Cash paid to annuitants and sur. 
rendered policies?” A.—The same. 

().—“Premium notes, loans or liens?” 
A.—The same. 

Q.—‘“Dividends paid to policyholders or 
applied in payment of premiums?” A.— 
That is not here, unless the order is 
changed. It is here lower down. 


Q.—‘‘Premium notes, loans or liens 
used in payment of dividends to policy- 
holders?” A.—The same. 

Q.—‘Cash paid stockholders for inter- 
est or dividends.” “Cash paid for com- 
missions, salaries and other expenses of 
officials” “Cash paid for taxes, licenses,” 
ete.” “All other expenditure in detail?” 
A.—Those are the same. 

Q.—Is there anything there that is 
left out? Have you checked them as I 
went? A.—I did not, sir. I think prob- 
ably “reconverted additions.” 

Q.—Where do they occur? A.—“Cash 
surrender values including reconverted 
additions applied in payment of pre- 
miums.” That clause is here. 

Q.—Then I will note, “See omission 
from this group.” “Exhibit of policies.” 
Have you that heading? A.—I have. 

Q.—Then in parentheses in the several 
items under this heading, “The policies 
are to be divided as nearly as practic- 
able” reads to) “With the additions ap- 
plicable thereto respectively?” A.—That 
is new. That is not here 

Q.—You did not, require in your ex- 
hibit of policies this division according 
to the statute. A.—It is not according 
to the statute. 

Q.—“Number and amount of policies 
and additions in full at the end of the 
previous year.” A.—That is the same, 

Q.—‘“New policies and changes.” 
“Policies terminated,” ‘Number’ and 
amount of policies in foree at date of 
statement,” “Reinsurance”  A.~-Thos» 
are the same. 

Q.—Is there anything omitted from 
vuat group? A.—No. 

Q.—This just provides for the division 
of the old return according to the class 
of policy. The next heading is 
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“Synopsis of ledger accounts.” A. 
That is new. 


Q.—This is all new? A.—Yes. 


4).—Show amount of net ledger as- 
sets at the beginning of the year.” A, 
—That is new. 


Q.—The other schedule relates to other 
kinds of insurance and we will not talk 
about that. Now let me take that 
memorandum of yours. This is the 
memorandum which you submitted to 
the Minister along with the draft bill? 
ALY es. (Hx. 39): 


Q.—This I propose to read, because | 
Suppose this fairly states your position 
with respect to this legislation? A.— 
It does, and, of course, it will be un. 
derstood that there will be a verbal 
explanation in addition to this probably 
in connection with every clause of the 
bill. 


Q.—Do you remember that there was 
in fact verbal discussion between the 
Minister and yourself.2 A.—With re- 
gard to that ? 

Q@.—Yes. A.—There was not. The 
Minister never took it up. 


Q@.—You mean if the matter had been 
taken up? A.—There would have 
been, { 


\2.—This would have been followed by 
more amplified discussion? A.—Yes. 


Q.—This is headed “Memo. regarding 
proposed bill to further amend the In. 
surance Act.”- (Reads from the be- 
binning to “before the present session,”’) 
That aspiration has not been realized, 
that it would go into effect after thar 
session? A.—It has not. 


Q.—I take it that you handed a eopy 
of the bill which you had marked in 
red ink to the Minister? A.—yYes. | 

Q.—(Reads from “At present if a 
license is issued under the Dominion In- 
surance Act” to “Proposed new section 
a) I do not know whether this is 
correctly copied. The word “contin- 
ual,” I should have thought you meant 
“a conditional renewal.” A.—Condi- 
tional is what, it means. 

Q.—Perhaps that is a mistake in the 
copying. J think I will change it here. 
“A conditional or limited renewal.” 
Then section 2. (Reads). We will 
pass that over. (Reads section 3). 
That was to bring Provincial campanies 
into the same category in that respect 
as foreign companies? A.—As foreign 
companies, 

Q.—Section 4. (Reads). As you 
have pointed out to me already that is 
supplemental to the provision for lim- 
ited licenses? A.—Yes. 
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(.—(Reads sections 5,6 and 7). You 
set out the penalty clause, underlining 
in red ink the words “insurance com- 
pany.” Fire or inland marine insur- 
ance company. (Reads). That is the 
prohibitive clause. Then section 8 
The amendment adds after the words 
“in force” the words “except for the 
sole purpose of the winding up of its 
affairs.” (Reads sections 8 and 9). 
That, of course, was amended by a pro- 
hibition against assessment business ? 
A .—Yes. 


Q.—Section 10. (Reads from “This 
section is self-explanatory.”) Is that 
reference strictly accurate? The For- 
esters are licensed under the special 
provisions of their Act? A.—But the 
provision of the statute is that, notwith- 
standing anything contained in the In- 
surance Act, this particular order may 
be licensed thereunder. I think those 
are the words of it. Of course, it lis 
by virtue of the special Act. 

Q.—I think we shall have some talk 
with you about that a little later on. 
I think there was a great contest be- 
tween the Department and the For- 
esters as to whether or not they were 
entitled to register as an assessment 
company or not? A.—There was pre- 
vious to that Act and then they got a 
special Act. 

().—And the special Act governs ? A. 
——Y eg. 

@.—They take out a license under 
the special Act, do they? A.—Yes— 
well, I should say— 

Q.—They do not comply and are not 
compelled by the provisions of their Act 
to comply with the assessment pro- 
visions of the Insurance Act? A.—iI 
don’t think that is the effect of the Act 
precisely. 

Q.—Then we will not discuss that 
now? <A.—The Act will speak for it- 
self on that point. 

Q.—We will have to deal with that 
when we come to the Act itself. Then 
without going through this graveyard. 
you put an end to assessment business. 
Then that is all by way of explanation 
of your proposed alteration of the as- 
sessment clauses? A.—Yes, and to 
abandon the assessment method for the 
future, 

Q.—Section 11. I think, is a fire pro- 
vision. Then section 12. (Reads from 
“This section relating to investments is 
one of the most important in the bill” 
to “Render the investments thereunder 
reasonably safe.”) That is the doinr 
profitable business clause ? A.—For 


five years, yes. : q 
Q.—Tf. however. section 50 is not 
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approved of in the form suggested.” 
That is the 25 per cent. instead of 10. 
You mean the margin there over and 
above the reserve? A.—Yes, 


Q.—“The classes of securities remain- 
ing as at present” (reads to “British 
and American securities”), That you 
have explained to us fully enough, Sec- 
tion 13, That is as to the provision for 
change of nazne. Then section 54 to 57, 
(Reads from “More machinery _ re- 
quired.”) You speak of it there as re- 
lating to fire companies. I thought 
in your bill it was broad enough to ap- 
ply to all companies? A.—As to the 
question of reserve it applies only to 
fire companies. 

Q.—As to impairment of capital? A. 
—That will apply to life companies as 
well, I think so, 

Q.—The new section 54 relates to fire 
insurance, and we will- pass that over. 
Section 56 is self-explanatory and sec- 
tion 57 is fire insurance. Then that is 
your memorandum upon the proposed 
bill and that I put in also as part of 
the records. (Exhibit 39). A—Now I 
have ascertained that Parliament opened 
on the 12th of January, 1905; that Mr. 
Fielding returned on the 28th of Febru- 
ary, 1905, and on the 28th of February, 
1905, that bill was sent to him, that 
memorandum with a copy of the bill, 

Q.—He was not here at the opening of 
the Parliament iu January, but returned 
on the 28th of February? A.—Yes, _ 

Q.—And on the same day you sent him 
the bill with the memorandum? A.— 
es 

Q.—That would be in 1905? A.—1900. 

Q--And I think you have already said 
to me that you are not aware of any 
particular agitation among the fire in- 
surance companies for legislation during 
that session? A,—The fire insurance 
companies were, 

Q.—I intended to say life insurance 
companies?) A.—No, I am not aware of 
any. 

Q.—The bill as a matter of fact never 
was taken up? A.—It never was taken 
up. 

Q.—Can you recall at all having at 
any time after you delivered the bill] 
with the memorandum to the Minister; 
anv conversation with him upon the sub- 
jects of the bill? A.—Beyond mention- 
ing something of this kind, that he had 
received the memorandum and he hoped 
to have time bye and bye to take it up 
and discuss it, I remember that in par- 
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ticular certainly on one and possible on 
two occasions, but nothing more, 


Q.—The session of 1905 was a long 
session? A,—Well, not so long. 


Q.—Not so long as the session before? 
A.—The House adjourned on the 20th 
of July, 1905. 


Q.—It was a strenuous session? A.— 
I think so. 


@.—And the (Ministers were kept 
pretty well with their necks up to the 
collar? A,—Yes, 

Q.—Did you ascertain whether Mr, 
Fielding, when he came back from 


_ Europe, had been relieved of the duties 


of the second cabinet position? A.—No, 
I did not. I have not been at the of- 
fice since I was here, and that is a 
thing I have not ascertained. However, 
I can undoubtedly obtain that informa. 
tion. : 


Q.—I think at present, Mr, Fitzgerald, 
that is all I have to ask you upon that 
subject. We come back again then to 
this memorandum, We have so far. been 
dealing with the first matter spoken of 
in the memorandum that was prepared 
yesterday while you were giving your 
testimony, Come to the second. A.— 
“Also show by returns for business of 
1904-05 of the Sun Life whether foreign 
investments decreased and whether 
there was an increase or. decrease iv 
uninvested funds of the company.” 


Q.—That was I think in reference to 
some questions which Mr. Smith was 
good enough to permit me to make. If 
you will read that you have got about 
that please? A,—‘Assuming the com- 
pany’s own basis of calculation.” For- 
eign investment $7,836,426.53, December 
3lst, 1905, $8,961,978.83, The reserve 
on foreign business at 3lst December, 
1904, was $7,369.326; and at the 3lst De- 
cember, 1905, $9,074,065. It appears from 
the foregoing that the increase in for- 
eign investments, according to the com- 
pany’s own showing, has not increased 
as rapidly as its foreign reserves. Rela--. 
tively there was a smaller increase,” 

Q.—And does it appear or does it not, 
according to the figures which you have 
given us, that the Sun Life foreign in- 
vestment account exceeded by more than 
10 per cent. the foreign reserve in 
either of those years? A.—Well, as a 
matter of fact, I think in some of the 
correspondence that was read this morn- 
ing it was admitted by us, 

Q.—Not according to those figures, if 
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4 
the reserve was seven million and the 
foreign investment only eight. 

Mr. Grant: That is the reserve plus 
10 per. cent. 

Mr. Shepley: You said the reserve? 
A.—Oh well, I did not read it all then, 

Q.—The reserve plus 10 per cent, so 
that in 1904 the foreign investments 
exceeded by 4 or 5 hundred thousand 
the foreign reserve plus the 10 per cent., 
while in 1905 the foreign investments 
had fallen below by $110,000 or there- 
abouts? A.—As to whether there was 
an increase or decrease in uninvested 
funds of the company? 


Q.—You have given us a memorandum 
of the cash in bank of the Sun Life. In 
1903 the cash in bank was $145,000. I 
am not giving the odd dollars and cents. 
In 1904 it had increased to $424,000, and 
in 1905 it had increased to $999,000? 
A.—Yes, 

Q.—I will put that memorandum in 
as Exhibit (No. 40). That is, 
{ think an answer to Mr. Smith’s 
questions of yesterday. Now what 
is the next matter mentioned in, 
the memorandum ? .—“Produce 
all documents, including correspondence 
relating to investments.” “Verify securi- 
ties mentioned in Mr, Burke’s letter of 
March the 6th, 1906,” “Are legiti- 
mate securities under the Insurance 
Act?” “The securities mentioned 
are three hundred’ shares Light, 
Heat and Power. Two hundred shares 
Richelieu & Ontario Navigation Com- 
pany, and 50 shares Montreal Street 
Railway.” 

Q.—The question was whether all these 
were legitimate under the Insurance Act? 

Q.—Yes. A.—I take the 300 shares 
light, heat and powers to mean the Mon- 
treal Heat, Light & Power, I presume 
so? 

Q.—Yes. A.—Well, of course, these 
are held by a number of companies and 
probably, as generally understood, are 
legitimate under the Insurance Act, but 
viewed in the light of the opinion given 
by Mr. Newcombe, inasmuch as it is 
Light, Heat and Power, if Mr. New- 
combe’s opinion is to be construed just 
as it reads and if that be the correct law, 
then possibly these would not be, be- 
eause there is no class in the Insurance 
Act which mentions “Light, Heat and 
Power.” 

Q.—Because of the triplication of the 
objects of the company? A.—That is 
the reason. Otherwise they are all 
within the provisions of the Insurance 
Act. There are at least three other 
companies which have the same shares. 
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Q.—That is the Montreal Light, Heat 
& Power; and the other securities were 
Richelieu & Ontario Navigation Com- 
pany, and the Montreal Street Railway? 
A.—There is no doubt about those two. 

Q.—The only doubt is in connection 
with the Light, Heat and Power, which 
you assume to be Montreal Light, Heat 
& Power? A.—Yes. 

Q.—And which expression in the {n- 
surance Act do you bring the Light, Heat 
and Power under, assuming that the 
opinion does not apply to their exclu- 
sion? A.—TIn the list there is no com- 
pany mentioning Light, Heat and Power, 
there is no combination of that kind in 
the Act. 

The Chairman: There is “Light and 
Power” and “Heat and Light.” A.—Yes, 
sir, but not “Light, Heat and Power.” 

Mr. Shepley: Then you give these as 
the holdings of certain companies, the 
Montreal Light, Heat & Power Com- 
pany’s stock? A.—There are three com- 
panies and there may be others, but 
those three certainly hold them. 


Q.—I will just have that go upon the 
record in this shape, the Sun Life, you 
are speaking of the returns of 1905? A. 
Yes. 

Q.—The Sun Life holds $39,000 par 
value of the Montreal Light, Heat & 
Power. Federal $50,000, and the Can- 
ada Life, $100,000. The Canada Life 
holds bonds and the other two compa- 
nies hold stock. 

Q.—Now what else have you to take 
up from yesterday’s reliquie? A.—TI 
don’t think there is anything else from 
yesterday. 

Q.—You think now, you have cov- 
ered all the matters we were not 
sure about yesterday. Then I pro- 
pose with the assent of the Board, to 
take up some discussion by way of cor- 
respondence and report that took place | 
the instance of a gentleman named Mr. 
Rudoph Madore, who is the loan man- 
ager of the Travellers’ Insurance Com- 
pany. The correspondence begins by 
a letter from Mr. Laflamme of Mont- 
real to the Premier, dated the 6th of 
November, 1901. (Reads this letter). 
Then a letter which is enclosed addressed 
to Mr. Laflamme by Mr. Madore, al- 
though his name does not appear to the 
copy of it. This letter is dated the 
4th of November, 1901. The first para- 
eraph of it is with regard to a persona! 
matter between himself and Mr. 
Laflamme, and I do not read_ that. 
(Reads from “As you are aware the 
Government requires from the insurance 
companies carrying on business in Can- 
Ateneo oad the _registratiop 
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radiated.”’) Is that a word in the 
Province of Quebec, radiated? 

The Chairman: Discharged. 

Mr. Shepley: (Reads on to end of this 
letter). Then JI see a memorandum 
which I think is in the Minister’s writ- 
ing: “Mr. Courtney] and Mr. Fitzger 
ald to consider this and see Mr. Field- 
ing.” Is that Mr. Fielding’s writing on 
November 8th, 1901? A.—Yes, this is 
the memorandum which was made and 
submitted to Mr. Fielding. 

Q.—Was this prepared jointly by 
yourself and Mr. Courtney? A.—No, 
I think it was prepared by myself. 

Q.—It was in pursuance of the Min- 
ister’s instructions that you prepared 
this report? A.—Yes, 

Q.—Then I read the report of Mr. 
Fitzgerald. made by the Minister’s in- 
structions upon Mr. Madore’s memo- 
randum. 

The Chairman: Before vou read 
that, Mr. Shepley. I think it will be 
convenient to adjourn now until Wed- 
nesday next at 10 o’clock. 

(The Commission then adjourned to 
Wednesday, the 28th March, 1906.) 


~ 


Ottawa, March 28th, 1906. 
ELEVENTH DAY. 


The Commission Resumed at 10 a.m. 


Mr. Shepley: Mr. Chairman: It is 
proper that I should make a statement 
with regard to considerable correspond- 
ence and communications. There is cor- 
respondence, and there have been oral 
communications between representatives 
of the different insurance companies, and 
not only members of the Commission. 
but also counsel concerned in the en- 
quiry, upon the subject of the questions 
which were addressed to the insurance 
companies on the 19th March. Where 
there has been oral communication we 
have endeavored to make plain, where 
there seemed to be any misunderstand- 
ing, the scope of the questions to which 
reference had been made. The commu- 
nications upon the subject are accitmu- 
lating in number, and the great bulk of 
them complain, in respect of two or three 
questions, that the answers to these ques- 
tions will involve a very considerable de- 
lay, and we have thought it proper to 
submit to the Commission the terms of 
another circular letter, which is inten- 
ded to operate as a reply to the commu- 
nications which have been received, and 
also to obviate the necessity for com- 
munications from the other insurance 
companies, individual answers to which 
will, of course, consume a considerable 
time. Indeed, it has been found already 
that in verbal discussions a great deal 
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of time has been taken up which might 
perhaps have been better employed, and 
I submit to the Commission to be trans- 
mitted to the insurance companies inter- 
ested in the investigation, this circular. 
It is to be dated to-day, and sent to- 
day, with the approval of the Commis- 
sion :— 

“Communications, both written and 
verbal, have been made to the Commis- 
sion on behalf of some of the insur- 
ance companies to whom a circular letter 
was sent on the 19th March inst., ac- 
companying a series of questions in- 
tended to facilitate the Commission’s 
enquiry. This circular is sent to all 
the companies interested, and is intended 
as a reply to the communications re- 
ceived. 

It is of importance that such of the 
questions as are capable of immediate 
answer, or of answer within a short 
time, should be answered without wait- 
ing the completion of answers to the 
whole series, if the latter course in- 
volves delay in any particular case. 

It is also of importance that in 
the case . of any questions the 
complete answers to which may 
be alleged in any _ particular case 
to involve delay, the company so alleg- 
ing should send forward such informa- 
tion relevant to such questions as may 
be possible within a reasonable ‘time, 
when the Commission will determine to 
what extent. such information complies 
with the request conveyed in the ques- 
tion. 

Counsel to the Commission is of 
opinion that the questions are not am- 
biguous nor their import doubtful.” 

That was in answer to a suggestion 
that there was perhaps a difficulty in 
construing some of the questions. I 
submit that for the approval of the 
Board. It is desirable we should have 
such answers as are readily accesible, as 
may be readily prepared by the insurance 
companies, without any delay by reason 
of its being supposed that the answers 
to other questions will take some time. 

The Chairman: This circular letter 
will be sent to all the companies, not 
only the companies with whose officers 
you have had communication, but it 
will be sent to all. 


Mr. Shepley: All the companies who 
received the former circular. 

William Fitzgerald: Examination by 
Mr. Shepley resumed: Q.—We will turn 
now to the matter we were dealing 
with, the Madore matter. I think we 
had got so far that you had told me 
that the document appearing here in the 
form of a report unsigned was, as you 
recollected, prepared by yourself? A.— 


~~ 


Dee 
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No, I qualified that by saying that the 
draft of it, I believed, was prepared by 
Mr. Blackadar and was revised by my- 
self. 

Q.—We are starting where we left 
off and I think you told me it was in 
the Minister’s handwriting? A.—Yes. 

Q.—Saying Mr. Courtney and Mr. 
Fitzgerald considered this, and to see 
Mr. Fielding? <A.—Yes. 

Q.—At page 190 of the proceedings 
you were asked ‘‘Was this prepared 
jointly by yourself and Mr. Court- 
ney?’ And your answer was, ‘‘No, I 
think it was prepared by myself?” A. 
—The draft of it was prepared by Mr. 
Blackadar and revised by myself. 

Q.—You still do not think Mr. 
Courtney took part in the prepara- 
tion? A.—I do not think he did. 

Q.—Your report deals with the mat- 
ter in the following language: ‘‘The 
work of annual inspection of insurance 
companies may be classified mainly un- 
der three headings: namely, first the 
visit to the head office of the company 
in Canada, as provided for in section 
25 subsection 4d of the Insurance Act, 
for the purpose of verifying the correct- 
ness of the annual statement of the af- 
fairs of the company as returned to 
this department. This involves not only 
the verification of the correctness of 
the various items in the statement as 
obtained from the books of the com- 
panv, but also an examination of the 
liabilities of the company, and in case 
of companies doing a business other 
than that of life insurance, the calcu- 
lation of the items of reinsurance re- 
serve.’’ I pause there—‘‘In the case of 
companies doing a business other than 
that of life insurance the calcuation of 
the items of reinsurane reserve.’’ You 
are not intending there, I take it, to 
exclude the computation of reinsur- 
ance reserve in due course, if you were 
excluding that as part of the duty on 
that visit? A.—It is a part of the 
duty on that visit. 

Q.—And you refer to your annual 
report on, the subject of insurance 


there? A.—Yes. 
— ‘The calculation of the net 
value.’’ (Reads). That is a calcula- 


tion as to reserves as to which you 
have already told us. You divided the 
companies into groups, spreading the 
calculation over these two groups dur- 
ing the quinquennial period which the 
statute provides? A.—A certain 
number every year. 

Q.—That is a different examination 
from the inspection provided for by 
the Act, saction 25, subsection 4d, 
with which you deal in the first para- 
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graph of this report? A.—Let me un- 
derstand that now. 

Q.—You have classified the work of 
annual inspections under three head- 
ings, first the visit to the head office - 
provided for in section 25, subsection 
4d; secondly, the calculation of the re- 
insurance reserve, and, thirdly, which 
is the head we have come to, an exam- 
ination in detail of the investments? 
A,.—Yes. ' 

Q.—That you say is for the most 
part done by yourself? © A.—It has 
been up to the time that was made, 
at all events, the principal part. 

Q.—Your report states that you took 
those up during the early part of the 
year, as time wil! allow, before and 
after the committee sessions of the 
House, and the remainder during the 
fall months? <A.—Yes. i 


Q.—Then you refer specifically to 
Mr. Madore and the statement which 
you were dealing with. (Reads). What 
vou think is that you are loth to be- 
lieve, in the case of these three com- 
panies, the British Empire Mutual, the 
London & Lancashire and the Travel- 
lers’ Insurance Company—you _§ say 
there is only one of those three cases 
—that is the Travellers’—in which the 
chief agent of the company is a trus- 
tee, and you are loth to believe the 
allegations are true with regard to that 
trustee. (Reads). You deal there with 
the case of a foreign company, with 
its assets in the hands of trustees? A. 
— Yes. 


Q:—Does Mr. Madore’s communica- 
tion deal with mortgages which form a 
part of the deposit, or are alleged to 
form part of the deposits in the hands 
of the Receiver-General? A.—It might 
be so construed, but there are no mort- 
gages deposited by any company with 
the Receiver-General. 

Q.—It is not the kind of security 
which the Receiver-General holds A. 


—Never has taken. 


Q.—Your report proceeds, ‘‘In our 
examination thus far.’’ (Reads). What 
do you refer to here, when you speak 
of your examination, after making pro- 
vision for probable shrinkage? What 
did your examination do in respect of 
that? What was the custom in making 
your examination Im respect, of the se- 
curities held by trustees with regard 
to allowing for possible shrinkage? A. 


—It has been noticed throughout that 


the securities held by the trustees would 
be considerably in excess of the amount 
which the company was obliged to hold. 
allowed for shrinkage there would still 
he ample. 
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Q.—Do you speak of that as a mat- 
ter which was universal in practice 
with respect to the trustees for foreign 
companies? ‘That is, that the securi- 
ties were invariably found to be in ex- 
cess of the amount which the trustees 
were required to have under their con- 
trol? A.—Yes, I can safely say so. 


Q.—Was anything done after this re- 
port, or was this the end of the Madore 
episode? A.—It was presented to Mr. 
Fielding and discussed with him, and he 
was shown the mortgage book, and the 
manner in which the returns were made 
and the manner in which the inspection 
was made. He was satisfied with it, 
and we never heard of it afterwards. 


Q.—No addition was made to the 
staff of the Department in the direc- 
tion indicated by Mr. Madore, I take 
it? A.—No, there was not. 


Q.—And your method of inspection 
went on just as before? A.—Just as 
before. 


Q.—No alteration in the method of 
inspection or in the different matters 
which your report answering Mr. Ma- 
dore deals with? A.—No. 


Mr. Shepley: There is another mat- 
ter in that book, but I shall not take 
it up just now. I want to make a state- 
ment about it. There is a matter in 
that book which I shall probably desire 
to deal with on another branch of the 
inquiry. It-is the correspondence and 
negotiation concerning legislation un- 
der which the Independent Order of 
Foresters carries on its operations, That 
I propose to leave over for the present. 
I shall have to take it up in another 
connection. Then there are some mat- 
ters also embraced in that volume which 
I have not referred to at all, and which 
I do not propose to refer to, because 
we have enough to do to investigate the 
practice of the Department and com- 
panies, with companies which are still 
extinct. There are several companies 


whose affairs are discussed in that book - 


which became extinct, and I do not 
propose to take up time discussing De- 
partmental matters connected with 
these companies. I think we shall save 
time by that, and there will be no use- 
ful purpose served in going into it. 


The Chairman: No. 


Mr. Shepley: A matter which is quite 
germane to the report which we have 
been last reading was left and may now 
be completed. That is the list of the 
companies who have deposited securi- 
ties with trustees under the Act, with 
the names of the respective trustees. 
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This list will goin aspart of the record. 
I refer to page 94 of the proceedings, 
page 36 as printed. (Exhibit 41). Mr. 
Tilley stated that it 1s not necessary 
to fyle this document, because it 1s an 
official paper. I reproduce the list and 
put it in as part of the record. The 
first company mentioned is the Equit- 
able Life Assurance Company of the 
United States, and the trustees are 
Sir Richard Cartwright, Wilham 
Harty and Wallace Nesbitt, and the 
next company, the London & Lanca- 
shire. and the trustees are R. B. Angus 
and H. Stikeman, and the third is the 
Mutual Life Insurance Company of New 
York, E. S. Clueston, James Ross and 
Fayette Brown; the fourth, the Mutual 
Reserve Life Insurance Company, John 
Hoskin and J. W. Langmuir; the fifth 
is the New York Life Assurance Com- 
pany, Richard White, Strachan Beth- 
une and E. S. Clueston; the sixth is 
the Pelican and British Empire Life, 
Thomas Fyshe and Robert McD. Pat- 
terson; the seventh is the Standard 
Life William Ramsay and J. A. Guilles- 
pie; the eighth is the Travellers’ Insur- 
ance Company, Fred W. Evans, F. F. 
Parkins and the Royal Trust Company. 


Q.—Now I come to a matter which 
forms a departmental record. It has 
the departmental stamp of the 30th 
June, 1900, though the communication 
itself seems to be dated 6th December, 
1899. It is addressed to you by Mr. 
Blackadar. You recognize the docu- 
ment, no doubt? A.—That is undoubt- 
edly Mr. Blackadar’s report. 

Q.—Have you a contemporaneous re- 
collection of the document itself? A. 
—I do not know that I have. I saw it 
a few days ago, but as having received 
it at that particular time, I do not 
recollect it. 

Q.—You have not a recollection of 
the receipt of it? A.—No. 

Q.—Could you offer an explanation, 
or are you able to offer an explanation 


of why there is the difference between 


the date appearing upon the document 
itself and the date of the stamp. There 
seems: to have been more than six 
months between the date of the docu- 


‘ment and its being stamped with the 


stamp of the Department? A.—No, I 
have no idea why that would be. 

Q.—You do not know why that would 
be at all? A.—wNo. 

Q.—And you have no contemporan- 
eous recollection of the document at 
allP A.—No. 

'Q.—I will read this document, be- 
cause it deals with the increase in the 
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work and the details of the office staff. 
(Reads.) Whose figures are those in 
pencil, the last approximation for 1900? 
A.—I think they are Mr. Blackadar’s, 

Q.—What was Mr. McMinn’s position? 
A—He was under Mr. Blackadar as 
actuary; he was assistant actuary. 

Q.—When did he die? A.—In 1899, I 
believe, I think I have a memorandum 
that will show the exact date. 

Q.—Vhat would be during the year in 
which this communication seems to 


have been prepared by Mr. Blackadar? 


A,—April, 1899. 

Q.—What is referred to there? The 
legislation of that year? A.—The legis- 
lation of 1899 changing the basis from 
4 1-2 to 3 1-2; whole new tables for 
the valuation of policies upon that basis 
had to be constructed. 

Q.—In the case of old business there 
was a periodical reduction from the 
then existing basis of computation te 
the statutory basis? A,—Yes. 

Q.—Would that require the compila- 
tion of tables for the intermediate rates? 
A.—It will as to the four per cent. rate. 

Q.—But did it involve an immediate 
computation upon the 3 1-2 basis? A.— 
lt did. 

Q.—When he speaks of valuation there 
you would understand him to refer to 
the valuation of the policies by way of 
fixing reserve? A.—TVhat is the idea, 

Q.—Have you anything before you 
from which you can tell me what the 
staff was on the 6th December, 1899? 
A,—There would be Mr. Blackadar, my- 
self and Mr. O’Reilly; that is the whole 
staff at that time, 

Q.—And Mr. Morton? A.—yYes, Mr. 
Morton. 

Q.—And Mr. Henderson? A.—Hender- 
son was appointed in 1892, but he had 
resigned. He resigned about July, 1899. 

Q.—Had a successor to him been ap- 
pointed in December, 1899? A.—No, there 
had not. 

Q.—Apparently there had been two 
vacancies that year, Henderson and 
McMinn. Mr, Henderson by resignation 
and Mr. McMinn by death? A.—Yes 

Q.—Had either of those vacancies been 
filled during that year? A.—None filled 
in 1899. 

Q.—And the staff would be yourself. 
Superintendent, Mr. Blackadar actuary, 
Mr, Morton, junior? Any more? A.-— 
Mr, O’Reilly. 

Q.—What was his position? Assist- 
ant Actuary? A.—Well, no, although he 
does a certain amount of actuarial 
work; he is engaged doing general work, 
a little of everything. 
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Q.—In addition to yourself and Mr. 
Blackadar, you say that in December, 
1899, your staff having been reduced by 
two during the year, there were. only 


_two, the general man O’Reilly, and the 


junior, Morton? A.—That is correct at 


that time. 


Q.—Then we appreciate. the circum- 
stances under which this letter was writ- 
ten; that is, the circumstances as to the 
staff. There is a reference to Mr, Hen- 
derson having ‘been appointed a perman- 
ent clerk in 1892, and no reference, how- 
ever, to his having resigned, and there 
is a reference to Mr. MceMinn’s death. 
which took place in April, There is a 
reference to Mr. Morton, who is said 
to.be too valuable to continue to be a 
junior? A.—Yes 

Q.—And the letter winds up “I may 
mention that on various occasions we 
have received help,” (Reads.) Now, 
there is an endorsement upon this let- 
ter, first the departmental number, 
45616 1-2, these words “A, K, Blacka- 
dar, Ottawa, December 6th, 1899; re- 
ceived 6th blank, report on the affairs 
of the office of the Superintendent.” 
You have already stated that you have 
no contemporaneous recollection of the 
document. Does its perusal bring any- 
thing to you about it? A.—I have 
scarcely a doubt that I saw it at the 
time, 

Q.—There is a_ recapitulation of 
the work to be done in_ respect 
of valuing policies, a careful state- 
ment of the increase of that 
work from the time of you _ taking 
office, and then a statement with re- 
spect to the requirements, according to 
Mr. Blackadar’s views, of the staff. Do 
you remember whether, in consequence 
of that report, you took any steps, saw 
anybody, discussed the matter with the 
Minister, or whether anything was 
done in pursuance of it, and if so, what? 
A.—I certainly saw the Minister on var- 
lous occasions. 


Q.—With respect to what? A.— 
With respect to the appointment of ad- 
ditions to the staff. As a result I find 
that Mr. Grant. was appointed on the 
Ist of January, 1900. That was short- 
ly after the time of that report. Mr. 
Evans was appointed on the Ist of July, 
1900, and on the 15th July, 1901, Mr. 
Crosby was appointed. In the mean- 
time Mr. Morton was transferred from 
the Insurance Office to the Finance De- 
partment. 

Q.—Have you that date? 
the Ist May, 1901. 


A.—On 
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Q.—Will you give me the staff that 
you had, so that we may have it upon 
the record, with these alterations made? 
Give me the staff you had when the al- 
terations were complete, giving me 
their names. First yourself, secondly 
Mr. Blackadar? A.—Mr. — Blackadar, 
Mr. O’Reilly, Mr. Morton was gone; 
then Mr. Grant, Mr. Evans, Mr. Crosby. 


Q.—Let us turn to the report and see 
how that agrees with the statements 
that are made. Mr. Blackadar says, “I 
should have two men working continu- 
ously at actuarial work, whilst the rou- 
tine of the office will keep two others 
busy.” When the staff was reconsti- 
tuted, were Mr. Blackadar and Mr. 
Grant the men engaged in actuarial 
work? A.—Yes. Of course, Mr. 
O’Reilly always at intervals helped at 
the actuarial work as well. 

Q.—Did Mr. Grant work continuously 
at that work, or did he do- that and 
other work? A.—He did other work. 
They would always have other work 
from time to time. 

Q.—“We need a good man who can 
be trained up to actuarial work in 
time.” A.—That would probably mean 
Mr. Crosby. Mr. Grant was the one 
we got in first, I think, and he has been 
thoroughly trained up to actuarial 
work. 

Q.—That is since he went there? A. 
—Yes. 

Q.—Probably he would answer the 
description, assuming this was before 
those who were reconstituting the De- 
partment as a basis of action? He 
would be the man who would answer to 
a good man to be trained up? A.— 
Yes. 

Q.—Mr. O’Reilly had been in the De- 
partment for some time ? A.—Yes. 

Q.—And was he capable then of doing 
actuarial work? A.—To a certain ex- 
tent he was, 

Q.—But he did not occupy his whole 
time with it? A.—No, no one of the 
staff ever occupied his whole time. 

Q.—Nor did Mr. Blackadar? A.— 
No. 

Q.—Also a junior clerk ; that would 
be Evans? A.—Evans was the first ap- 
pointed in July, 1900. Then later on 
15th July, 1901, Crosby was appointed. 

Q.—Evans seems to have been put 
on to messenger in the Finance Depart- 
ment? A.—He was. 

Q.—Is he the sort of man who would 
be trained up to actuarial work? A.— 
Not at all. 

Q.—What substantial 


Lara 


increase did 
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that make over the staff that you had 
when you became Superintendent? (Re- 
port marked Exhibit 42). A.—It gives 
five in addition to myself—Blackadar, 
O’Reilly, Grant, Evans and Crosby. 
When I took office in 1885 there was 
Blackadar, McMinn and Mr. C. R. An- 
derson, who was in the Department for 
a short while, but superannuated on the 
Ist of July, 1886. 

Q.—He was replaced, I take it? A.— 
I do not know that he was really re- 
placed. There is not anyone subse- 
quently appointed, I would say, in Mr. 
Anderson’s place. 

Q.—It would be an increase of one in 
the staff from what it was at the date 
of your appointment? A.—That is 
what it is, I think. 

Q.—Perhaps two? A.—Practically 
two, because Mr. Anderson was ill at 
the time and really did nothing. 

Q.—Anderson was afterwards super- 
annuated, and the place was not filled? 
A.—No. 

Q.—You have a statement before 
you? Is that a statement of the alter- 
ations in the office from the time you 
became Superintendent ? A.—There are 
the names and dates of appointment. 
The earlier part of it has reference to 
other matters, I had a separate list 
made. The only difference from that 
is that it had Mr. Watson, who had just 
been appointed. We can insert the 
name here. 

Q.—I will insert A. D. Watson? A. 
—Yes. It will be number 12 there ; 
27th February, 1906, or 25th February, 
either one or the other. 

Q.—Then this is a list of the various 
gentlemen who have been in the Depart- 
ment since the Ist of July, 1885. down 
to now, with the dates at which they 
were appointed, and at which they re- 
tired ? A.—All contained in that 
list. 

Q.—And we can at any time con- 
struct a staff for any period out of this 
list? A.—Yes. (Ex. 43.) 

Q.—Still dealing with this matter, T 
find this document without any Depart- 
mental stamp upon it, but it takes the 
form of a letter from Mr. Blackadar to 
you of the 24th October, 1905. Do you 
recognize the document as a Depart- 
mental record? A.—Yes, I have no 
doubt I received it. 

Q.—On the 24th October, 1905, Mr. 
Blackadar writes to Mr. Fitzgerald as 
follows: (Reads). That would be the 
group whose valuation fell due that 
year? <A.—Yes. 
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Q.—Not the whole number, but just 
the group which, in your method of pro- 
cedure, you would have valued during 
1905? A.—Yes. 

Q.—First he commences with Can- 
adian companies, and puts them in 
three columns, first the income of 
the company, and secondly the num- 
ber of policies in force in 1900, 
and thirdly the number of poli- 
cies in force on the 3lst December, 1905, 
or, I suppose, which may be expected to 
be in force then, having regard to the 
date of his letter, 24th October. Prob- 
ablv that would be the statement. How 
would the get at that? Let us find out 
how that is? Would he take that from 
the return of the preceding year? A.— 
How is that? 

Q.—His letter is dated 24th October, 
1905; therefore there were no returns 
from these companies, and the number 
of policies in force he would not know? 
A,—It would ‘be an estimate, 

(.— Based on the returns of 1904? A.— 
Yes, 

Q.—And of course it is perhaps fair 
to say! that everybody understood it was 
only approximating; it is in round ‘ig- 
ures? A.—It is in round figures. 

Q.—I will read these, taking the name 
of each company and the second item 
will be the number of policies in force 
in 1900, and the third will be the esti- 
mated number in force on the 3lst De- 
cember, 1905: 

Confederation Life... 22,036 28,200 

Excelsior Life.. .... 4,901 7,000 

Great West... ....... 7,963 16,300 

Central Life, being a new company, 
there were none in 1900, and there are 
estimated for the 3lst December, 1905, 
600. 

Sovereign Life was also new; esti- 
mated 800, 

Union Life, also new; estimated 1,000, 
plus 34,000 industrial. What does that 
mean? A.—Ihat company issues two 
classes of policies, the ordinary policy, 
and what is known as an industria] 
policy; small sums, where the collections 
are made weekly—generally weekly, 

Q.—Would those policies require a 
computation of reserve also? A.—Yes, 
It would require a computation; they 
were grouped. They would not take 
every single policy; they were grouped. 

Q.—Perhaps it would be quite in order, 
just at this point, to explain—because 
there may not be a distinct understand- 
ing about that—just what is an in- 
dustrial policy? Just define an indus- 
trial policy, so that we may understand 
it? A.—Well, it does not differ from 
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the ordinary policy, except in the 
amount and in the manner in which the 


_premiums are collected, 


Q.—First, about the amounts? A.— 
they rarely run above $200. 

' Q.—Are they smaller than $200 some- 
times? A.—Oh, I think they are. 

Q—A thundred? A.—I ghould think 
so. 

Q.--Fifty? A.—They might go as low 
as that, I think, but I would not like 
to speak of that. 

Q.—Lhen, about the collections of 
premiums? A.—The premiums are col- 
lected as a rule weekly. An agent has 
a certain number of policies upon his 
list, and he goes around from week to 
week to get the five cents from door to 
door, or ten cents, as it may be. 

Q.—It is the poor people, the working 
classes, who are insuring in the indus- 
trial policies? A.—Yes, 

Q.—Why are they called industrial? 
Because they are in force in the indus- 
trial classes? A.—I do not know the 
reason; it is some such reason. 

Q.—That gives the total, so far as 
Canadian companies are concerned, poli- 
cies in force in 1900, 36,523, and esti- 
mated to be in force on the 3lst De- 
cember, 1905, 58,050, plus 34,000 ind:1s- 
trial. This next gives a list of Can- 
adian policies of foreign companies. The 
first in that list is the 


Kquitable Life.....,. 9,503 13,600 
New York Life...... 15,433 28,000 
Union Mutual... .<... 3,863 5,000 
(Liverpool, London & 
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Commercial Union,... 243 230 
The State Life, which was new, nothing, 
and 400, ‘That gives a total as to the 
foreign companies of Canadian policies 
29,261 in 1900, 45,730 in 1905, or a grand 
total, taking both Canadian and foreign 
policies, of 65,784, 103,780, plus 34,000 in- 
dustrial, estimated for the 3lst Decem- 
ber, 1905. Then Mr. Blackadar proceeds. 
(Reads.) It was just about five years 
before that that Mr. Blackadar made 
his recommendations that we have just 
dealt with? A.—Yes. 

Q.—Then on the 24th October two new 
men were suggested as a necessity, in 
view of the growth of the business of 
the office, one to ibe capable of taking up 
actuarial work and learning it, and the 
other to be a junior, who would just do 
the usual junior work, and would be so 
much the better if he were capable of 
fitting himself as an actuary, (Report 
Ex. 44.) What was done in consequence 
of that? A.—You mean the immediate 

consequence of it? ; 
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Q.—Yes. In the first place, what did 
you do with it? A.—From time to time 
I notified the (Minister regarding the ap- 
pointment, and the Minister was en- 
deavoring to get us such a man as we 
_ required, one or two, one certainly that 

I know of. ; 

Q.—Wiho was that? A.—He was .0t 
appointed; he was not deemed as suit- 
able, and therefore I might be excused 
from mentioning his name. 

Q.—Unless anything came of it, I do 
not want it? A.—Nothing came of it. 
He was not thought to be such a man 
as would fill the place, and so he was 
not appointed. The results which have 
followed is the appointment of Mr. Wat- 
son, which we did not get in November, 
but we got on the 27th February, and 
a couple of days ago I was in receipt 
of a letter from Mr. Fielding saying in- 
other one will be appointed immediately, 
However, he is not appointed yet, 

Q.—Which of the two classes that 
(Mr. Blackadar’s letter speaks of is Mr. 
Watson? A.—He is a man of consider- 
able mathematical knowledge, who will 
be in a mosition to assist in the actuarial 
work, who will make that work a spec- 
lalty. 

Q.—You have had him there long 
enough to know something of his qualifi- 
cations. When the new man arrives you 
will have a staff of the dimensions Mr. 
Blackadar’s letter speaks of? A.—We 
will have the staff. 

Q—I want your. opinion as_ the 
head of that Department, as to 
whether or not that staff will be 
efficient and sufficient for the pur- 
poses of the work with which you have 
to cope under the Act? A.—I think 
the staff will still not be sufficient. 

Q.—I want your best opinion upon 
what is necessary to make that staff 
an efficient and sufficient staff for your 
purposes? A.—Might I be permitted 
to put that in writing later? 

Q.—Yes, I want a considered answer, 
not an offhand answer, which will give 
us the best of your opinion upon that 
subject? A.—I will put it in later. 

Q.—Now, I propose to take up an en- 
tirely different subject; with respect to 
the legislation of 1899, you have al. 
ready told us, and we have seen from 
the Act itself what the requirements of 
the Act were with respect to a new 
method of computing reserve? A.— 
Yes, 

Q.—I propose to ask you next to deal 
with and produce to us the correspon- 
dence relating to the-alterations so made 
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in the law. In the first place, who con- 
ceived, where did the idea spring from, 
that the reserves should be put upon 
a footing involving a lower rate of in- 
terest ? -Was that your idea? Did 
that. emanate from you’ as Insurance 
Superintendent ? A.—My belief is 
that it did, although it may have been 
mentioned previously to the time that 
I took it up. It may have been men. 
tioned by various companies, but so far 
as initiatory proceedings are concerned, 
they were commended by myself. 

Q.—Before we approach the corre- 
spondence, I want you to state what 
were the questions involved in the pro: 
posed alteration of the law, stating 
them from both standpoints, stating 
them pro and con, what were the ad- 
vantages which were claimed to be de- 
rived from this alteration in the law, 
and the necessity? A.—Well, the neces- 
sity for it appeared to be this: the rate 
of interest had been decreasing, and at 
the time the subject was taken up it 
was probably about at its lowest,. the 
rate of interest. 

Q.—You mean the rate of interest 
actually obtainable upon investments ? 
A.—Yes, it was decreasing. As you un- 
derstand under the old Insurance Act 
4 1-2 per cent. was the basis, and of all 
things it was absolutely essential that 
there should be certainty for the pay: 
ment of the claims when they matured. 
With the rate of interest going down, 
it was not by any means certain that 
that would be the case. All the funds 
were supposed under the Act as it stood 
to produce a four and a half per cent. 
rate of interest. It was not clear that 
that could be maintained. That was 
the reason why— 

Q.—That was the necessity? A.— 
That was the necessity. 

Q.—That was the argument founded 
upon necessity—we do not want to 
speak of absolute necessity yet—that 
was the argument founded upon neces- 
sity that, inasmuch as the rate of in: 
terest procurable upon investments had 
fallen below the rate on which the re- 
serves were computed, you were in 
danger of not securing policyholders by 
the maintenance of reserve? A.—Yes. 

Q.—Was there any other, or was that 
the main and substantial argument at 
that time? A.—For a change at that 
time. 

Q.—And against it? A.—There was 
no dispute or no question at all as to 
the desirability as far as new business 
was concerned. 
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Q.—Everybody agreed in that? A— 
Everybody concurred. 

Q.—You do not think there was any 
dissension? A.—No, not as far as I 
remember. 

Q.—You mean among insurance peo- 
ple? A.—Among insurance people for 
the change, as far as that was con 
cerned, but there was a diversity of 
opinion with regard to the old business, 
the business then in force, and with a 
view of ascertaining just what the 
views of the insurance people were I 
sent a circular letter out to every com: 
pany doing business and had their an- 
swers. 

Q.—Had you legislation in view when 
you sent that circular letter? A.—] 
had. 

Q.—And what was the object of the 
circular letter? A.—Well, the object 
of the circular letter was to see what 
the views of the insurance companies 
were upon the subject. 

Q.—Would it be right to say that it 
was to arm yourself with information 
and education, which would enable you 
to deal satisfactorily with the legisla- 
tion? A.—It would be entirely cor- 
rect to say that. 
~Q.—I think I have here a copy of that 
circular letter. I will show it to you 
and ask you whether it is a copy ? A— 
That is a copy of it. 

Q.—This happens to be the one ad- 
dressed to Mr. Macaulay of the Sun 
Life? <A.—Yes. 

Q.—The others were in_ identical 
-erms? A.--In the same words. 

Q.—This is dated 6th December, 1898, 
and addressed to Mr. T. B. Macaulay, 
Sun Life Insurance Company, Montreal. 
(Letter read). I have two bundles 
here, one is the correspondence with the 
Sun Life following that circular, and the 
other seems to be the correspondence 
with other insurance companies, or the 
letters and communications received 
from other insurance companies? A.— 
Yes, it was divided into two sections. 

Q.—You made the division in two sec- 
tions, not I? A.—I think it was 
really at your request. 

Q.—I am not repudiating it at all. 
There is a reason for that, is there ? 
Was there a difference between the at- 
titude of the Sun Life, and, generally 
speaking, the attitude of the other com- 
panies? A.—There was. 

Q.—What was that? State it, so 
that it may be in the minds of the Com- 
missioners aS we go on with the corre- 
spondence. A.—The difference was to 
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the time that the change of basis of re- 
serve should go into force as regards old 
policies. JI think Mr. Macaulay, if f 
remember right, agreed that as to new 
business it was all right, that the 
change should take effect at once; .but 
as to the old business there was a dif- 
ference of opinion. I. think. Mr, 
Macaulay is the only one that held out 
to the end, that the old business 
—well, not exactly that there should 
be no change, but that the change 
should not be so great as it was 
made by the Act. Possibly I might even 
qualify that, because when the bill was 
first drawn the intention was—the first 
draft of the bill would have put all the 
policies on a 3 1-2 per cent. basis in 1907. 
Mr. Macaulay thought that was. entirely. 
too short a date; in fact I believe he 
held the view that as to the business 
in force at the time the Act went on the 
statute book that there was no neces- 
sity to"make any) change, and he vigor- 
ously opposed it in the committee, and 
there is where the fight took place, the 
Banking and Commerce Committee, and 
I think as the result of his protest an 
alteration was made from 12 to 15 
years; that is, not to come finally into 
force until 1915 instead of 1912. 

Q.—You have had the advantage of 
being contemporaneous yourself with 
this correspondence, and a contempor- 
ary in respect of the discussion of this 
matter with Mr. Macaulay? A.—Yes. 

Q.—And I suppose it is not doing Mr. 
‘Macauley less than justice if we say 
that that side of the question is pre- 
sented just as fully in this correspond- 
ence as it could have been presented? 
A.—I think so; I think it is. 

Q.—The first letter from Mr. T, B. 
Macaulay, the secretary of the company, 
in reply to your circular, is dated 8th 
December, 1898. I think it of very great 
importance, that I should go through 
this, because it is a question of very 
great importance which will have to be 
considered by the Board, (Letter read.) 
‘hen comes a full letter, 20th Decem- 
ber, 1898, “And all negative values ex- 
cluded.” What does negative values 
mean? Are you able to translate that 
for us? A—At the moment I was not 
following it, 

(.—‘In Great Britain, although no 
formal test of solvency has been laid 
down by the law”’—(Reads). A.—It is 
a system with which I am not familiar, 
and I cannot explain it. 

(J.—1 think we will deal with his next 
letter before reviewing his views. That 
letter appears to have been received on 
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the 2lst December, and then you re- 
ceived another letter dated December 
24th, (Letter read.) Who was Mr. Me- 
Cabe? A—Manager of the North Ameri- 
can Life. 


Q.—Now, reading the first letter in 
the light of the second, the central prin- 
ciple seems to be—let me see if I can 
put it in a nutshell—the central prin- 
ciple seems to be this: we object to the 
change in the rate of interest in caleu- 
lating reserves, because it fixes a hard 
and fast test of public solvency? A.— 
That seems to be it. 

Q.—‘We have no objection to your 
saying that that shall be the mininum 
test of solvency, leaving the companies 
to increase their reserves by adopting a 
lower rate of interest by means of legiti- 
mate competition among themselves? A, 
+-Yes. 

Q.—That seems to have been the cent- 
ral feature of that idea? A.—That is 
as I understand it. * 

Q@.—I do not see in that letter any 
suggestion with respect to any possible 
sacrifice of the interests of policyhold- 
ers by an alteration in the rate of in- 
terest upon reserve? A.—I do not think 
there is in that letter. 

Q.—Did that subject enter into the 
negotiations subsequently? A.—I think 
it did later on, 

Q.—I think that is a sufficient sum- 
mation for present purposes of the atti- 
tude of the Sun Life in the first in- 
stance. ‘Then the next letter is 15th 
May, 1899. Can you remember whether 
the bill was then under discussion? A. 
—I do not remember the date it was 
introduced, but it probably would be, I 
think likely it would have been intro- 
duced anyway. 

Q.—You had drawn the bill substan- 
tially as it is now? A.—No—a very ma- 
terial alteration. 

Q.—What was the bill as you intro- 
duced it? A—The bill as I introduced 
it put all new business on 3 1-2 per cent. 
basis, and the existing business upon a 
3 1-2 per cent, basis in seven years; that 
is after the lst of January, 1897. 

Q.—That is all existing business? A. 
—Yes. 

Q.—Is. it possible for you, without too 
much trouble, to find the draft of the 
bill as introduced? A.—I shall be able 
to find that. IT will get the draft of the 
bill. 

Q.—You have already made a note 
about the preparation of a memorandum 
showing the staff, and I am obliged to 
Mr, Lebeuf for suggesting that the 
memorandum should also assign your 
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opinion as to the office duties of each 
member of the staff, which you would 
suggest? A.—Yes, — 

Q.—Your bill as introduced—and we 
will have a copy of that as part of the 
record—provided for al] new ‘business 
made to secure reserve calculated on a 
31-2 per cent. basis? A.—Yes. 

Q.—With respect to the old business, 
you gave the company seven years -to 
bring that to the 3 1-2 basis? A.—Yes. 
Of course I might mention the fact that 
a bill seldom, if ever, goes through in 
the manner in which it is drafted, It 
was put in that form for the purpose of 
bringing the subject up for discussion. 

Q.—On the 15th May we have a letter 
from Mr. Macaulay to the Minister, Mr. 
Fielding, which found its way to your 
department, 23rd May, according to the 
departmental stamp. “Dear Sir: In ac- 
cordance with your suggestion to Mr. 
Gemmill”—what is that reference? Was 
he acting for the company in the dis- 
cussion of the bill? A.—lIt is possible 
that Mr. J. A, Gemmill, who did a good 
deal of parliamentary work, may have 
been retained by Mr. Macaulay to watch 
the bill in its proceeding through the 
House. I do not remember. the fact. 

Q.—Apparently a deputation had 
waited upon Mr. Fielding the week be- 
fore this letter was written? A.— 
There were several deputations, 

Q.—He explains why they were not 
represented upon it. (Letter read.) 
This is apparently the memorandum 
which accompanied the letter.. It bears- 
the departmental stamp of the same date 
and it is headed “Memorandum = sub- 
mitted for the consideration of the Hon- 
orable the Minister of Finance by the 
Sun Life Assurance Company of Canada. 
Then there is a document here which is 
in print, and is said to be from the In- 
surance Monitor, and those are from 
Mr. Walter S. Nichols, but I do not find 
among these papers the article in the 
Montreal Witness of which this letter 
speaks. What is this red ink memo- 
randum attached to the Sun Life Com- 
pany’s memorandum? Is that made in 
the Department, or is that part of the 
memorandum submitted? A.—That 
would be a part of the memorandum 
submitted It certainly was not made 
in my office, 

Q.—That short memo. reads as fol- 
lows—(Reads memo.) ‘hat is the 23rd 
May, 1899, and the printed memorandum 
is stamped the 25th May, 1899, and Mr. 
Macaulay initials this memorandum on 
the margin. ([Reads.) That then seems 
to be a matter. which was also put be- 
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fore the Minister, Are you able to »ay 
whether that accompanied the memo- 
randum? A.—I have no recollection on 
the subject, but if it bears the same date 
I have no doubt it was. 

Q.—Oh, I see this is explained by a 
letter of the 17th May, bearing stamp 
the 25th May, and the printed memo- 
randum which I am referring ta also has 
the Sun Life stamp on it. This is a 
letter to Mr. Fielding. (Letter read.) 
Those communications speak for them- 
selves, and I am only going to ask one 
question: were you from time to time, I 
won't say in charge of the legislation 
that was being proposed, but were you 
Keeping-in touch with it and consulted 
with regard to-it from time to time “Ly 
the Minister? A.—I was. 

Q.—Did you in the course of your dis- 
cussions with the bill familiarize your- 
self with all these considerations which 
are urged in the memorandum and vor- 
respondence to which J have referred? 
A.—Fairly so, There were other com- 
munications from others, ‘This last edi- 
torial advises Parliament to examine the 
devices of officers of the other com- 
panies. and you will find the officers of 
other companies are entirely on the 
other side. . 

Q.—This memorandum which I see 
next is on the paper of the Sun Life. 
There is nothing, I think, in the cor- 
respondence to explain it; I think that 
is so: nothing to explain where it came 
from or what it is, but it is on the paper 
of the Sun Life. I want to see if you 
can recollect about that. That seems 
to be the draft clause for the bill, I 
was not able to find anything explana- 
tory of the production of that, or its 
origin in the other papers? A.—I should 
think that was a memo, of a draft elause 
proposed by Mr. Macaulay. 

Q.—That is your opinion? A.—That 
is my belief. 

Q.—The difficulty about that is that 
as to new business after the lst of Janu- 
ary, 1900, it puts the valuation on the 
rate of 3 1-2 per cent., and so far as 
we have seen hitherto, nobody acting 
for the Sun Life had acceded to that; 
they had been maintaining four per 
cent. This is the clause; you can re- 
member the appropriate place in the 
bili for that? A.—Subsection 10 of 3ec- 
tion 25, 

(Mr, Hellmuth: That is the 1899 Act? 
A.—Yes. 

Mr. Shepley: Q.—In the Act of 1899, 
section 5, and it comes after the pro- 
vision about your making the valuation 
once in every five years, and in the 
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same clause “And such valuation shall, 
as to policies issued prior to the first 
day of January, 1890”’— A. —This is 
1900 in the Act that is passed. The idea 
of that was to put the date back ten 
years, 

Q.—“And profits accrued or declared 
in respect thereof to be based on the 
mortality table of the Institute of Actu- 
aries of Great Britain, at the rate of 
4 1-2 per cent, per annum,” You have it 
* 1-27 A.— Yes. 

Q.—‘And as to policies issued”-— 
(Reads clause). ‘That seems to provide 
—and we can compare it afterwards— 
that you shall not affect at all any polli- 
cies issued prior to the Ist of January, 
1890? A.—Yes, I think that was the in- 
tention, 

Q.—That with respect to ten years of 
insurance between 1890 and 1900 you 
shall keep up the 4 1-2 per cent. for ten 
years? A.—I should rather think it is 
to 1907; that would be 17 years, 

'Q.—For seven years from the time the 
bill was passed? .A.—yYes. 

Q.—Seven years after the legislation 
you were still to maintain the 4 1-2 per 
cent., and then go down only to four? 
A==Yes, ; 

Q.—And in respect of all policies new 
after the lst of January it dropped at 
once to 3 1-2? A—Yes, 

Q.—That seems to be the proposal in 
this? A.—Yes. 

Q.—That was followed by a letter to 
you of the 7th May, 1899, which bears 
the departmental stamp of the 29th May, 
1899, “As promised, I have pleasure in 
giving you the particulars as to the 
amount. of our business which was is- 
sued before the Ist of January, 1890”; 
that would be apparently a letter ex- 
plaining and defining the quantum of 
business to which these provisions would 
apply? A.—yYes, 

Q.—The latter part of the letter. refers 
to the other subject? A.—yYes, that is 
the other investment. (Letter read.) 

(Adjourned till 2 p.m.) 


Ottawa, Wednesday, 28th March, 1906. 
AFTERNOON SESSION. 


Mr, Shepley: The correspondence with 
the Sun Life will come in as one ex- 
hibit (No. 45). 

Examination of Mr, Fitzgerald con- 
tinued: 

Q.—I am not going to interpolate 
anything in the present examination 
with regard -to this bill. I shall come 
back to it. This is the draft bill of 
1899. In order that it may not be over- 
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looked, I asked Mr. Fitzgerald to get 
that for us. (Exhibit 46,) 

The next in point of date is a letter 
of the 3lst of May from Mr. T. B, Mac- 
aulay) to yourself bearing the depart- 
mental stamp of the 5th of June, (Reads 
first sentence of this leter.) Would 
that ibe the change of which a memoran- 
dum was submitted? A.—It is very 
likely. 

(.—And the change referred to in ‘he 
letter, referring to that draft? A— 
Yes, that is very likely. 

Q.— (Reads on to end of this letter.) 
On the 3rd of June a letter of Mr. J. 
R. Dougall, written from the Witness 
office in Montreal, a lengthy letter bear- 
ing the departmental stamp of the 8th 
of June. He refers in this to a Sun 
Life delegation which had waited upon 
the (Minister. Have you a recollection 
of that? >A.—I have not. I do not 
recall a Sun Life delegation. 

Q.—T'here was an indication in one of 
Mr. Macaulay’s letters? A.—Getting an 
appointment for it, I remember that. 

().—T'here was no indication in the 
last letter of the 3lst of May, but ap- 
parently there had been _ either 
before or after the 3lst of May such a 
delegation? A.—When I come to 
think now, I do remember Mr. Robert- 
son Macaulay, the president, being in 
Ottawa. 

Q.—Do you remember Mr. Dougall 
being here? A.—I do not. TI don’t 
know Mr. Dougall personally. I might 
have seen him and not known who it 
was, but I do remember the president. 

Q.—His letter begins, “Dear Mr. 
Fielding” (reads to “what I had been 
asked to say.”) That would indicate 
that he had been primed to make a 
speech upon the occasion, but had de- 
sisted because of the patience with 
which Mr. Fielding had listened to the 
others. A.—Possibly so. 

Q.—That does not recall it. A.— 
No. 

Q.—Would you be present at such an 
interview ? A.—Not necessarily. 

Q.—But as a matter of ordinary rou- 
tine? A.—Usually I have been pre- 
sent, and, while I remember distinctly 
Mr. Robertson Macaulay, I have no re- 
collection of Mr. Dougall, possibly for 
the reason, I say, that I don’t know 
him. 

Q.—(Reads to end of this letter. That 
letter was dated the 3rd of June. On 
the 5th of June Mr. Macauley writes 
you again. (Reads from the beginning 
to “ouaranteed stocks.”) That is about 
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the other matter. -I will not trouble. 
with that. That part of that letter 
ought to find its way into the other 
correspondence on the subject of the in- 
creased power of investment, Will you 
make a note of that, please? It ought 
to be, if necessary, receipted and put in- 
to that exhibit. Then I come to the 
part which is important here. (Reads 
from “I see by the papers that some 
of the Toronto managers” to “its man- 
agement may have special reasons for 
the course they are taking.” That 
seems to be the end of that correspon- 
dence. Before dealing with the other 
correspondence and with what resulted 
afterwards, let me refer to this draft 
bill. The bill as drawn is shown here. 
‘Then there are some amendments made? 
A.—Made by the Sun. 


Q.—By scoring out with black ink, 
and there is apparently one amendment 
made by a red ink interlineation in each 
place where the language had to be 
modified. I pass over the provision re- 
quiring you to put a value every five 
years upon a policy and proceed with 
the part that was being so much dis- 
cussed. (Reads from “And such valu- 
ation shall until the first day of Janu- 
ary, 1907,” to “on a rate of interest of 
4 1-2 per cent. per annum.”) That 
would be the first day of January, 1906? 
That would be new business ? A.—Yes. 
* Q.—(Reads on to “in respect there- 
of.”) That is the way you had drawn 
it? A.—yYes. 

Q.—With the black ink alterations, 
you suggest that that is not the Sun 
Life emendation? A.—That is the 
Sun Life emendation. I think the en- 
dorsement will show upon the back of 
it, or front of it, that it was submitted 
to the Sun Life. 


Q.—“Amended to show the sugges- 
tions submitted for the consideration of 
the Hon. the Minister of Finance, by the 
Sun Life Assurance Company of Can- 
ada”? A.—There was another subse- 
quently. 

Q.—This does not at all, with the 
black ink emendation, fix a date ten 
years back for the commencement ? A, 
—No. 

Q.—(Reads from ‘‘With these emend- 
ations such valuations shall” to “be 
based on a rate.” I omit the imma- 
terial parts, “of 4 1-2 per cent. per an- 
num” to “4 per cent.” That would be 
in accordance with their suggestion that 
old policies should not be affected at all 
and that new policies should only be 
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affected by the 1-2 per cent.? A.— 
Yes. 

Q.—The 4 per cent. being inserted 
with the red ink emendation. Then 
the provisions substituted for section 35 
by section 4 of this Act apparently 
quite agree with those emendations? 
A.—It is just following out the same 
amendment, 

Q.—With that at hand, we can com- 
pare the bill through its stages to the 
Act as passed. Then the last letter 
written to you suggests a fight before 
the committee. Have you a memory 
of that field of battle? A.—I have 
quite a distinct recollection of it. 

Q.—And can you recall the forces en- 
gaged and how they were ranged ? A. 
—The forces were as I recollect it pretty 
nearly all on one side, with the excep- 
tion of the Sun. They appear to have 
stood pretty well alone upon the one 
side, and all the other companies ap- 
parently on the other side. I must say, 
however, that opposition came to the 
bill as it now stands from some policy- 
holders, I remember distinctly Col. 
Tisdale, who was a policyholder, and 
as a policyholder and a member of the 
committee. 

Q.—Was he a member of the commit- 
tee? A.—Yes, 

Q.—That is the committee on bank- 
ing and finance? A.—Banking and 
commerce. It was also opposed to 
a certain extent by Mr. Foster, repre- 
senting possibly the ideas of some of 
the companies. It lasted two days, two 
sessions; and Mr. Macaulay, senior and 
junior, both spoke at very considerable 
length upon it. 

Q.—Who was the chairman of the 
committee? A.—I cannot recall that, 
but I can ascertain. I don’t remem- 
ber whé was chairman. There have 
been several changes. 

Q.—The committee on banking and 
commerce, that was in 1899? A.—Yes, 
I can ascertain that. 


Q.—There was then an engagement 
lasting for two days, with the forces 
marshalled on both sides, and the views 
of all fully expressed? A.—Very fully 
expressed, 

Q.—Are you able to say from your 
observation of the contest and of the 
deliberations which followed and com- 
pleted the victory of the one side over 
the other, if it can be so called, can 
you remember the considerations which 
were given weight to by the committee 
itself in reporting the bill in its final 
shape? A.—It is almost impossible 
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to tell what is operating in the mind 
of any particular committee man and 
which influences his vote. I think it is 
probably impossible to gauge anything 
of that kind, but the argument pre- 
sented by the Minister of Finance and 
which appeared to be listened to with 
attention was this: that the important 
thing and the all-important thing was 
that the guarantee should be secure 
when the policy became a claim; that 
the matter of profits in the meantime 
was of little consideration with the main 
thing, and the only thing to be looked 
at was the security for the policy when 
it became payable. 

Q.—That the apportionment of pro- 
fits in the interim was a matter of 
minor consideration? A.—Of minor 
importance altogether. 

Q.—Having regard to the importance 
of making the claim, when it became a 
death claim, absolutely secure? A.— 
That is the idea. 

Q.—By the maintenance of a reserve 
calculated upon current rates of inter- 
est? A.—Exactly, so that there should 
be no doubt as to its payment; that 
was the important point. 

Q.—Were the arguments from the 
standpoint of the policyholder pressed 
and weighed according to your recollec- 
tion of the contest that then took place? 
A.—With regard to profits ? 

Q.—Yes. A.—They were undoubtedly. 

Q.—With regard to the absorption of 
moneys which might otherwise be ‘set 
aside as a surplus to go to his profits 
for the purpose of building up a re- 
serve not only for his policies, but foi 
policies which did not share in the pro- 
fits? A.—Undoubtedly they were ; 
that was one point that Col. Tisdale 
pressed very strongly. 

Q.—Having said so much as that with 
regard to the history of that legislation, 
let us go briefly through the correspon- 
dence. This is not secured together 
and I shall ask to have someone do 
that. This has been arranged pretty 
well in chronological order from the 
other standpoint? A.—Yes. 

Q.—There is an index here showing 
what papers are embraced in it. The 
title page has a computation which has 
not anything to do with this? A— 
No, nothing whatever. 

Q.—This is just a piece of paper 
taken up to make a cover? A.—Yes. 

Q.—Now the first letter is from the 
Confederation Life. “In reply to your 
circular letter of 6th December, 1898.” 
Your circular letter, as you have told 
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us, was of the same tenor and effect to 
all the companies? A.—yYes. 

Q.—And Mr. Macdonald, managing 
director of the Confederation Life, wrote 
you on the 7th of December as fol. 
lows: (Reads to “I am convinced that 
4 would be a safe rate.”) I think this 
next document has no place here ; a let: 
ter of the 7th of December from Mr. 
Macaulay to Mr. Ramsay of the Can- 
ada Life on the question of the powers 
of investment. I will ask the secre- 
tary to put this in the other exhibit on 
the question of the extension of the 
powers of investment. Now there is a 
jetter also from Mr. Macaulay, who 
seems to be conducting his campaign by 
communicating his views to others. A 
letter of the 8th of December from Mr. 
Macaulay to Henry Sutherland, the 
manager of the Temperance & Genera] 
Life Insurance Company, Toronto. A.— 
Mr. Sutherland was, I think, the secre- 
tary of the Life Officers or Life Man- 
agers’ Association, 

Q.—I think I must relegate that let- 
ter, Mr. Fitzgerald, to the other ex- 
hibit. - Then a letter from Mr. Dexter, 
the managing director of the Federal, 
of the 8th of December, writing from 
Hamilton to Mr. Fitzgerald. (Reads 
from “Replying to your favor of the 
6th inst.” to “an amendment to the 
Act.”) Do you know what he refers 
to by “the movement among the com- 
panies in that direction.” Some of the 
companies, I gather from the correspon- 
dence we have already read, had already 
themselves decreased the rate of inter- 
est upon which their reserve was com- 
puted? A.—Yes, I think probably 
that is what he refers to. I have no 
information except what is contained in 
the letter. 

Q.—(Reads from paragraph “13” to 
“However, this is not the ecase.”) On 
the 20th he writes you again. (Reads 
from “Re proposed change in the stand- 
ard” to “provide a considerable margin 
of loading for contingencies.”) Then we 
have a letter from Mr. Macaulay to 
Mr. Ramsay of the Canada Life, of the 
9th of December, ’98. (Reads from 
“We are this morning in receipt of a 
letter from Mr. Fitzcerald’’ to ‘“‘al- 
though no formal test of solvency is 
laid down.”) I do not think I need 
read this ; I do not think there is anv- 
thing in this, except the earlier part 
of it, which is not also set out in the 
former letter to you. He winds up. 
(Reads from “I have written to you 
fully on the subject” to “in the mean- 
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time we will not reply to the Depart- 
ment.”) Then a letter from Mr. J. 
G. Richter, manager of the London Life, 
dated London, 9th December, to Mr. 
Fitzgerald. (Reads from “Re reserve 
standard” to “as would be the case on 
the mortality standard.”) The Domin- 
ion, from Waterloo ; Thomas Hilliard, 
the managing director, writes on the 
9th of December to Mr. Fitzgerald, 
(Reads from “Replying to your favor 
of the 7th inst.” to “hope in a year or 
two to place the old business on the 
same footing.”) Then the Canada Life 
on the 9th of December writes, Mr. 
Ramsay, the president, signing the let- 
ter. (Reads from “I am in receipt of 
your favor of the 6th” to end of letter.) 
Then a letter from Mr. David Burke of 
the Royal Victoria, Montreal, 10th De- 
cember. (Reads from “I beg to 
acknowledge receipt of your letter 2f 
the 6th” to “in favor of a more con- 
servative basis of interest.” Then J. 
H. Brock of the Great West Life In- 
ance Company writes from Winnipeg on 
the 10th of December. (Reads from 
“In reply to your letter of the 7th” to 
“than the experience of British com- 
panies.”) The Northern Life, Mr. Milne, 
the manager, writes from London on 
the 12th of December. (Reads from 
“Yours of the 11th came duly to hand,” 
to “four per cent.”) 

The Imperial Life, F. G. Cox, Manag- 
ing Director, wrote on the 15th of De- 
cember to Mr. Fitzgerald. Reads from 
“Your esteemed favor of the 7th.” to 
“higher rate of interest than 3 1-2 per 
eent.” 

The North American Life: Mr. MicCabe 
on the 22nd of December writes to Mr. 
Fitzgerald. (Reads from “Answering 
yours of the 7th inst,” to end.) 

Then there is a memorandum giving 
the names of several of the well-estab- 
lished and successful British life compa- 
nies. (Reads memorandum referring to 
mortality tables in use.) Then there is 
the list of English companies bearing out 
in detail what he says in bulk, that three 
and 2 1-2 per cent. are the amounts 
which the reserves are calculated and 
that the rate of interest varies about 1 
per cent. over that and in one case 2 per 
cent., as to which he says (Reads from 
“The true interest was slightly over 4 
per cent.” to end of paragraph.) 

Then the Ontario Mutual, Waterloo: 
December 23rd, Mr. Wagenast, the man- 
ager, writes to Mr. Fitzgerald. (Reads 
from “Replying to your letter of the 
6th,” to end.) 

Then qa letter to Mr. Blackadar of the 


_ 16th of January, 1899, from F. Sander- 
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son, on the Canada Life Assurance Com- 
pany’s office paper. (Reads the whole 
of the letter.) 

The Manufacturers’: Mr. Judkin on 
the 4th of February ’99 writes to Mr. 
Fitzgerald: “Referring further to your 
favor of the 7th of December.” Was 
there an earlier letter do you remember? 
A.—There has not been any other read; 
I do not know whether there is a nother. 

Q.—(Reads from ‘I mav sav that T 
would have written sooner,” to “We 
doubt the wisdom.” Does he mean cor- 
respondence with you? A.—wNo, with 
their actuary. 

Q.—(Reads from ‘‘We doubt the wis- 
dom of any stringent legislation,” to “in 
cases where companies are unable to 
comply with legal requirements.”) 

Canada Life again: Mr. Sanderson 
the 24th of March to Mr. Fitzgerald. 
(Reads this letter.) 

Then we get into May. Mr. Suther- 
land asks for a meeting of a deputation 
of the managers of Canadian life assur- 
ance companies on the 12th. 13th, 15th 
or 16th. This is a telegram to Mr. 
Fielding. Then the reply is on the back, 
“Please state what is the business on 
which the deputation is coming.” 

On the 9th of May, “Managers want 
slight change in basis of valuation and 
wider privileges for investment. Could 
you meet us on Friday afternoon as well 
as earlier.” 

The answer to that does not seem to 
be here, but it is indicated by the reply 
that comes from Mr. Sutherland: “The 
deputation have not put their business in 
writing as yet; will do so and be with 
you on Friday. Kindly fix hour for 
meeting.” Do you remember that meet- 
ing? A.—I remember there was a meet- 
ing, my recollection being that Mr. J. 
K. Macdonald of the Confederation Life 
was the spokesman. 

Q.—Do you remember what took place 
at that meeting, what was the nature of 
the discussion was, and over what terri- 
tory the discussion ranged? A—I am 
not certain whether that particular one 
referred to investments as well as to the 
rate of interest. 

Q.—Apparently it did by what is fore- 
shadowed in the telegram. A.—I think 
it did. Mr. Macdonald represented the 
Life Managers Association and they ap- 
peared to have come to an agreement 
as to what should be recommended to 
the Government. and Mr. Macdonald, be- 
ing spokesman, presented their view. 

Q.—In respect to this question of the 
rate of interest upon which reserves are 
to be computed, do you remember what 
the views of the deputation expressed by 
Mr. Macdonald were? A.—That as to 
new business it should be upon a three 
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and one-half per cent. basis, and as to 
old business it should eventually come 
to a three and one-half per cent. basis, 
but I am not very certain now as to the 
date at which they recommended that 
it should come. Subsequently, however, 
a memorandum was filed in the Depart- 
ment, signed, I think, by all the man- 
agers, and it is amongst the papers. 

Q.—The next in order of date is the 
16th of May, 799, a letter from Mr. Jef- 
fries? A.—He is of the London Life. 

Q.—Yes, he apparently writes on be- 
half of the London Life. (Reads from 
“Re bill No. 86,” to “section 50.”) What 
is the investment. What is the petition 
he speaks of? A.—It is this paper I 
think here in the blue cover. I think 
that. is the one he refers to. 

Q.—Yes, that is a petition, signed. 
That does not bear the stamp until the 
7th of June, so that we have not come 
to it chronologically, but that is the pe- 
tition referred to here and we will come 
to it in its order. Then after dealing 
with the question of power of. invest- 
ment (Reads from “after consultation 
here I find that my company,” to end of 
letter.) Then there is something added 
to that. (Reads from “I would also call 
attention to the wording,” to ‘‘new ex- 
perience table in course of prepara- 
tion.’’) 

Then q letter from Mr. Ramsay, Can- 
ada Life, of the 23rd of May to Mr. 
Fitzgerald. (Reads from “TI understand 
that a deputation of Life Insurance 
Managers,” to end.) The enclosure is a 
resolution passed by the Association of 
Life Managers. (Reads this enclosure) 

Then on the 23rd of May Mr. Suther- 
land writes: “I had a copy of the en- 
closed resolution with me when in Ot- 
tawa.” (Reads to end.) That is the same 
resolution that we have just read. 

Mr. Junkin, on the 25th of May to Mr. 
Fitzgerald. (Reads from the beginning 
of this letter to “1910.”) I suppose that 
means that he feels satisfied with that. 
(Reads to end.) 

The Temperance and General, Mr. 
Sutherland, 26th May, 1899, to Mr. Fitz- 
gerald. (Reads this letter.) : 

Then Mr. McCabe of the North Ameri- 
ean Life, on the 27th of May. (Reads 
from “as I am likely to be out of the 
country,” to “with the suggested amend- 
ments.”) 

Then Mr. McCabe again on _ the 
27th of May; (Reads from “Mr. Black- 
adar, who is in the office as I 
dictate this” to “3 1-2 per cent.”) That 
looks like Mr, Macaulay? A.—That is 
Mr. Macaulay’s proposition. 

Q.—(Reads from “In my _ opinion it 
would be a serious error” to end.) 

A telegram of the 30th of May from 
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Mr. McCabe to Mr. Fitzgerald: “Could 
you meet Messrs. (Ramsay, Sanderson, 
Bradshaw and myself Thursday morning 
and arrange interview with Finance 
Minister same day, Also separate inter- 
views for us with Sir Richard Cart- 
wright and Sir Louis Davies.” “Will 
see to-morrow what arrangement can be 
made for interview with Ministers, and 
will wire you then.” What happened as 
to that? A.—There is a memorandum 
here. 

Q—‘At 12.30.” Is that Mr, Cart- 
wright’s initials? A,—Yes, that is the 
appointment with them. 

Q.—Then what about Mr. Fielding? 
A.—It appears that the answer has not 
not been carried in. No doubt an ar- 
rangement was made. 

Q.—At all events there was a meet- 
ing arranged? A.—yYes, 

Q.—And they came? A.—I have no 
doubt. 

Q.—Do you remember that meeting? 
A.—Not  specificially, except that I 
know that I was at each meeting that 
took place. 

Q.—This was a meeting at which Mr, 
Ramsay, Mr. McCabe, Mr. Bradshaw 
and Mr, Sanderson were expected to be 
present and there was an interview with 
the Finance Minister to take place and 
a separate interview with the other two 
Ministers. I want your recollection of 
both the interviews as nearly as you 
can recall them? A.—I have really 10 
recollection of any interview when Mr. 
Ramsay was present. 

Q.—Do you remember when the others 
were here? A.—One day I remember on 
interview with Sir Richard Cartwright 
and Sir Louis Davies. I don’t think I 
was present at that interview. 

Q.—Can you place your finger upon 
the interview with the Finance Minister 
when this deputation came? A.—Not if 
Mr. Ramsay was a member of it, J have 
no recollection of an interview when 
Mr, Ramsay was present. 

Q.—Do you remember the others, Me- 
Cabe, Bradshaw and Sanderson? A.— 
Yes, more than once I think I remem- 
her Mr. McCebo. Mr. Bradshaw, and. I 
believe, Mr, Sanderson; yes, together. 

Q.—I see a letter here from Mr. Me- 
Cabe and I do not see any reference in 
it to any interview, but I see a refer- 
ence to another visit to Ottawa when 
the Insurance Bill is fixed for discus- 
sion in committee. At all events, you 
do not recall it? A.—I do not recall 
the particular interviews. 

Q.—Do you think that by taking time 
and considering and by looking at any 
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of your records you could bring to your 
memory this meeting? A.—I think Il 
can probably find any letter or tele- 
gram making the appointment, 

Q.—I am not so much concerned with 
that as lam with whether or not you 
will be able to give us an account of the 
interview itself? A.—That is barely pos- 
sible, but still I would not say that it 
is very probable. ‘These interviews 
were frequent in one form or another. 

Q.—A letter from Mr, McCabe of the 
North American Life, dated June 6th, 
1899. (Reads from “I beg to acknowledge 
with thanks the receipt of yours of the 
5th” to end.) ‘Then the “Separate let- 
ter herewith,” “enclosed, petition of all 
Canadian companies,” Now we will take 
the petition dated the lst of June, and 
bearing the departmental stamp of 7th 
June. It is addressed to you. (Reads 
from “Whereas” to “three years.”) A, 
—The bill was reprinted subsequently 
with the modification proposed by the 
petition. 

Q.—Does that modification appear in 
the bill? ‘‘Subsection 2, section 2, 
clause 6,” “Where it appears that the 
liabilities, including the full reserve cal- 
culated as above, exceed the assets,” 
reads to “limited time not exceeding one 
year,” ‘The suggestion made in the pe- 
tion is that it should be a term not ex- 
ceeding three years. A.—That is the 
suggestion that was adopted, and is in 
the Act as it now stands, 

Q.—That is signed on behalf of the 
(Manufacturers, the Excelsior, the Tem- 
perance & General, the Confederation. 
the Great West, the North American, the 
Imperial, the Federal, Canada Life, Lon- 
don Life, Northern Life, Ontario Mutual, 
Dominion Life. That seems to be all. 

Then Mr, Burke of the Royal Victoria, 
on the 9th of June, writes: “I have just 
received a copy of the Government bill 
to amend the Insurance Act,” reads to 
“in cases where the circumstances would 
warrant,” 

Then a letter of the 9th of June from 
the manager of the Federal Life to Mr. 
Fitzgerald. (Reads from “referring to 
the petition” to “which has been or will 
be forwarded to you.”) 

Mr. Richter, 12th June, London Life. 
(Reads from “I beg to acknowledge re- 
ceipt of copy of Bill No. 88” to “we 
have therefore no objection to the bill 
as proposed to be amended.” 

The Mutual Reserve on the 16th of 
June, Mr, W. J. Murray to Mr, Field- 
ing. (Reads from “I have read with a 
creat deal of interest’? to ‘‘wrecks the 
institutions it was proposed to protect.”) 
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The rest is personal compliment ay 
we need not bother about. 

Here is a memorandum which has - no 
signature, but I find it among these 
papers, the first part of it being directed 
to investment powers and the “last part 
of it to reserve standard. Can you ¢€x- 
plain that, where it came from? A,— 
The London Life signed it. 

Q.—Oh, it is signed after the table, I 
thought I had got to the end of it. That 
is a memorandum on behalf of the Lon- 
don Life. I will just ask for these 
memorandums, but I will not read them 
to-day, as our time is about up. I would 
like the part as to investments recopied 
and included in the other exhibit, Can 
you identify this memorandum? A,—I 
do not recognize this. There is nothing 
upon it to identify it, 

Q.—It is apparently something which 
was before the Department or. intended 
to be put before the committee in the 
discussion of the amendments to the bi!l? 
i) CB, 

Q.—tLhen this is one which has some 
handwriting in pencil which perhaps you 
may recognize; “Mr, Fitzgerald” written 
at the top? A.—That is probably writ- 
ten by the Minister’s direction, but it is 
not his writing. 

Q.—The next document is some pages 
long and looks like a speech? A.—Yes, 
that was probably made use of in the 
committee room. 

Q.—That perhaps we will want to look 
at in the morning, This last is headed 
“Jottings regarding the Insurance Bill”; 
and another “Policyholders’ profits. to be 
sacrificed” and “Insurance Insolvency 
Law.” ‘The documents themselves look 
upon the line of the Sun Life argument, 
You do not find anything to identify 
it? A.—I do not. 

Q.—Except the Minister’s handwriting, 
“Mr, Fitzgerald”? A.—yYes, 

Q.—That is Mr, Fielding’s handwrit- 
ing? A.—Yes. 

The Chairman: It is literature pre- 
pared by the companies? A.—yYes, 

Mr. Shepley: ‘his printed memoran- 
dum manifestly is all upon the lines of 
the communications of Mr. Macaulay? 
A,—Yes, 

(The file of documents last read now 
marked Exhibit 47.) 


Q.—Then there is a short matter 
that I might finish to-day, This prob- 
ably is self-explanatory. Apparently in 
the return made by the Imperial Life 
Assurance Company for 1903, certain 
matters were discovered which caused 
you to write a letter to the secretary, 
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Mr. ay gen on the 10th of March, 
1904? A.—Precisely, 

Q.—(Reads from ‘sir : The report upon 
the recent official examination of she 
affairs of your company made by; this 
department” to “Dominion Iron and 
Steel bonds.”) ‘Before going farther with 
the letter, what had you in mind there, 
what was this arrangement with the di- 
rectors that you speak of, “the re- 
mainder of the bonds were by arrange- 
ment with the directors sold at cost, or 
22,000.” A.—I understand that they 
took it off the hands of the company 
at what it cost. 

Q.—Dhen your letter proceeds, “In 
view of the fact that the company 
could not legally invest in the securi- 
ties named, I am advised that the direc- 
tors of the company are personally lia- 
ble” to “may not suifer by reason of 
such unauthorized investment,” ‘Lhen, 
did you get any reply to that immedi- 
ately? ‘Lhere seems to be none here. 
A,—There was not a reply immediately, 
but being in Toronto I called on the 
company and saw, I think, Mr. Brad- 
shaw, (He told me that the amount of 
the loss would be made good by the di- 
rectors. ‘However, later on I returned 
to Toronto and I had not been informed 
that the loss had been made good. I then 
wrote to the president and enclosed to 
him a copy of the letter to Mr. Brad: 
shaw, 

Q.—I will come to that, Your letter 
to Mr. Bradshaw was founded upon a 
report with respect to the Imperial Life 
made by Mr, Blackadar, which appears 
here? A.—yYes. 

Q.—And that report, before going to 
the letter of the president of the com- 
pany, I propose to go through, “Re Im- 
perial Life,” This report is signed by 
Mr. Blackadar. (Reads from “The stat2- 
ment of the company: sent in to this of- 
fice” to “Dominion Coal Company 
stock.’’) That is the loss referred to in 
your letter? A.—yYes. 

Q.—(Reads from “here was also 
added to interest account,”) That let- 
ter I should like to have, It is not part 
of this. A.—I can get it, 

(.—The letter to Mr. Bradshaw of 
January, 1904, shortly after the receipt 
of the statement. (Reads from “Of the 
above items the interest $1,247.04 was 
not received by the company” to “in- 
come,.”) ‘That is made by Mr. Blacka- 
dar in revising the returns? A.—Yes, 
he made the return. 

Q.—(Reads from “Also the next item” 
to end of paragraph.) A.—The same; 
it has been put into the right account. 
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Q.—(Reads from “Atlas Loan bonds” 
to end of paragraph.) ‘Then he comes 
to the Dominion Coal Company matter. 
That is our old friend that appears in 
your letter? A.—tLhe same. 

Q.—(Reads from “On January 16th, 
1903,” to “sold at cost,”) That means 
taken off the hands of the company by 
the directors at $22,000? A.—yYes. 


Q.—(Reads from “Total realized” to 
“amount of loss.”) That is our other 
old friend stated in the letter? A.— 
Yes. 

Q.—(Reads on to “That may in any 
way arise to the purchaser.”) You did 
not get an immediate reply from Mr. 
Bradshaw, you were at Toronto and 
saw him? A.—And saw him, 


Q.—And finally you. wrote on the 
23rd of May a letter to the president 
of the company, Sir Mackenzie Bowell? 
A.—Yes, 

Q.—(Reads from “Permit me to call 
attention” to “preparation for the 
printer.”) Then on the 20th of June 
a letter was written by Mr. Brad- 
shaw, which you got on the 2lst, “Re- 
ferring to your communication of tke 
10th of March, 1904, I beg to say that 
the amount $10,684.23 has been re- 
ceived by this company.” Have you 
investigated to see in what form it was 
received? A.—It was paid in cash, I 
understand. Mr. Blackadar checked 
that later on that the amount had 
actually been received. 


Q.—From whom ? 
the directors. 

Q.—Not out of the funds of the com- 
pany ? A.—Oh, no, from the directors. 

Q.—Well, then, the improprieties—I 
call them that for want of a better 
word—the irregularities disclosed by the 
returns were in part corrected by Mr. 
Blackadar in the returns themselves ? 
A.—In the returns themselves. 

Q.—Putting upon the face of the re- 
turns the entries which would rectify the 
returns in that regard? A.—Yes. 

Q.—With regard to the matters which 
were not capable of rectification as mat- 
ters of bookkeeping, amounting to 
$10,000 odd dollars, you put yourself in 
motion and the result was that in the 
following June the money was paid in? 
A.—The money was paid in. 

Q.—And the amount which had been 
lost by dealing in the unauthorized se- 
curities was made good by the officers 
of the company? A.—yYes. 

(Adjourned to 10 a.m. on Thursday, 
29th March, 190%.) 


A.—Well, from 
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Ottawa, March 29th, 1906. 
TWHLEYLH DAY, 

‘whe Commission resumed at 10 a.m, 

MR. SHEPLUEY, During yesterday’s 
proceedings, in the ordinary course, | put 
in a list of the trustees of the foreign 
companies holding assets in Canada. It 
never occurred to me that an explana- 
tion, which was patent almost upon the 
face of it with respect to the position of 
one of the Board, could be misunder- 
stood for a moment, Of course every- 
body that knows Mr. Langmuir knows 
that he is the General Manager of the 
‘Trust Corporation, and Mr, Hoskin, who 
is the other gentleman named as trus- 
tee, is the President of that corpora- 
tion. ‘The fact shown upon the blue 
books, of course, is that it is the trust 
corporation that is acting as trustee, 
and it is a mere matter of form that 
Mr. Hoskin’s or Mr. Langmuir’s name 
should appear as trustee, the Act re- 
quiring individuals, 1t is hardly neces- 
sary) to say that neither Mr, Hoskin 
nor Mr. Langmuir thas the slightest in- 
terest whatever in the trust, and it does 
not seem to me that the position of 
trustee at all militates against the posi- 
tion of Mr. Langmuir on the Board. It 
is proper that l should say—because it 
is possible that the position may be mis- 
understood, although | think it is not 
misunderstood—that the transaction rep- 
resented a mere formality, as far as 
Mr, Langmuir is concerned. 


MR. HELLMUTH. I, of course, yes- 
terday noticed the matter which my 
learned friend has mentioned. But in 
view of what Mr. Shepley has stated, 
and, understanding the situation, that 
the foreign lite companies doing business 
in Canada are obliged either to deposit 
funds with the Dominion Government, 
or are obliged to place securities in the 
hands of the trustees, for the purpose 
of assuring the public that there are 
assets sufficient to answer claims, lL 
should have thought that the mere men- 
tion of any names had no connection 
with this enquiry. Of course, if any 
gentleman on this Commission, or con- 
nected with it. were in any way, direct- 
ly or indirectly, interested in that com- 
pany, it would be manifestly absurd for 
them to occupy a position upon the 
Board, But I do not understand in this 
case that Mr, Langmuir is even in reality 
trustee of these securities; that the 
Toronto General ‘Trust Corporation—of 
which company, of course, it was known 
at the time of his appointment that he 
was manager—are the depositors, one 
might almost say the conduit pipe, by 
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which these can be realized; and al- 
though my interests are those entirely 
of the policyholders, 1 have no hesita- 
tion in saying, as 1 think it is my duty 
to say, that 1 cannot see that that has 
any bearing upon this investigation, or 
could have any connection with it when 
the attairs of that company are, if they 
are, investigated, that Mr. Langmuir is 
in no way connected with the company 
in any shape or form. He is a mere 
holder, as anybody might be, of certain 
securities of the policyholders. 

MR, LEBHUF, I do not think I need 
add anything to what has ‘been said, 
This reference will only afford us the 
more reason to believe that Mr, Lang- 
muir probably knows more than we «do 
about insurance business, and he may 
throw some light on it. 1 may say that 
on our side we are in a sort of conun- 
drum. 

MR. LANGMUIR. I am very sorry 
indeed that a matter personal to myself 
should take up the time, for a moment, 
of the Commission, ‘lhe facts are ex- 
actly as stated by the Counsel for the 
Crown. 1 have not a single farthing 
of interest, either one way or. the other, 
pecuniarily or personally, with the Mut- 
ual Reserve. The ‘Trust Corporation 
alone, as the blue book, at page 277, 
shows, holds all the securities standing 
in their name. ‘lhe name of Dr. Hos- 
kin and my name were simply used be- 
cause our friend here, Mr, Fitzgerald, 
ruled that a corporation individually 
could not be accepted, and it must be 
one individual with the corporation, So 
that Dr. Hoskin very kindly proposed, 
rather than lose the transaction, that 
our names should, as a matter of form, 
be inserted. ‘hat is the whole matter. 
l have not one farthing of interest in 
it, 1 am exceedingly grateful to the 
counsel for the Crown, and also to the 
counsel for Ontario and Quebec, for the 
kind references made to this matter, 


TH CHAIRMAN. I may state that, 


at Mr, Langmuir’s instance, we con- 
sidered this matter as soon as it ap- 
peared in evidence here. ‘I'he best indica- 
tion that it was absolutely unimportant 
was that Mr. Langmuir had not recol- 
lected that he was personally a trustee 
until the document was produced here. 
We came to the conclusion, after con- 
sideration, that there was not only no 
disqualification, so far as Mr. Langmuir 
was concerned, but no impropriety what- 
ever in his proceeding with the enquiry, 
and it is very satisfactory to us to know 
that our conclusion is concurred in and 
meets with the approval of the counsel 
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engaged in the case, both the counsel for 
the Crown and ‘counsel for the provinces, 

WILLIAM FITZGHERALD—Examina- 
tion by (Mr. Shepley resumed: 

Q.—Were there any of the queries yes- 
terday that you were able to obtain an- 
swers to? A.—Yes, 1 was asked for a 
copy of a letter to Mr, Bradshaw, which 
was referred to in some of the corre- 
spondence put in yesterday, ‘This is a 
copy of the letter. 

Q.—This is in connection with the 
imperial Life matter, that was spoken 
of just before we adjourned? A.—Yes. 

Q.—You have now your letter to Mr, 
Bradshaw of the 29th January, 1904, and 
which would precede then your second 
letter of the 10th March, 1904. This 
letter of the 29th January seems to have 
been written before the books had been 
at all looked at? A.—Yes. 

Q.—And this was written upon an in- 
spection of the return itself? A,—Yes, 
it is a letter written by Mr. Blackadar. 

Q.—This letter is signed by Mr. Black- 
adar? A.—yYes. 

Q.—You were cognizant of it being 
sent officially, or were you? A.—Oh, I 
am not sure that I was at he time it was 
sent. It.is a matter that Mr. Blacka- 
dar would naturally write about him- 
self. 

Q.—He would do that without refer- 
ence to you upon an inspection of the 
concern? A.—Mr. Blackadar reminds me 
that I was away at the time. 

Q.—It is quite in the line of Mr. Black- 
adar’s duties? A.—Oh, entirely in the 
line of his duty. 

MR. SHEPLEY. 29th January, 1904, 
to T. Bradshaw, Actuary Imperial Life 
Assurance Company, Toronto. “In look- 
ing over the statement of your company 
I find that anumber of changes have 
been made in the ledger’—(Reads let- 
ter.) This had better be attached and 
form part of the record. It will be 
part of Ex. 33. 

MR. HELLMUTH. Has the corre- 
spondence of the Imperial Life gone in? 

MR. SHEPLEY. Yes, it has gone inas 
Exhibit 33. I was not ready to come 
to it before. 

Q.—Then is there any other matter 
that you supplement? A.—I was asked 
the name of the Chairman of the Bank- 
ing and Commerce Committee in 1899. I 
find it was Mr. Archibald Campbell. 

Q.—He was chairman of that commit- 
tee? A—Yes, ~ 

Q.—Any other matter that you sup- 
plement? A.—That is all, I think. 

MR. SHEPLEY. I ought to say that 
this is a matter that would have been 
in order when Mr. Blackadar was being 
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examined, but as the correspondence was 
marked “private,” I desired, as one 
would naturally desire, that the seal of 
privacy should be removed from it by 
the persons engaged. I wrote a letter 
to Sir Mackenzie Bowell on the subject 
and he was good enough to say, as all 
expected him to say, that certainly the 
letter was available for the purposes of 
trustees are Symons, Evans, Percy of the 
the Commission. This is a letter of the 
8th November, 1905, from Sir Mackenzie 
Bowell to Mr. Fitzgerald. It commences 
“IT notice you have issued an interest 
paper on life insurance inspection.” 
(Reads letter.) Then this is a copy of 
your reply on the 13th December? A.— 
Yes. 

Q.—'I have received your letter of the 
8th inst,” (Reads letter.) Then a letter 
from Sir Mackenzie Bowell of the 2ist 
December. “Thanks for your letter re 
subscriptions by life companies to char- 
itable or other institutions. (Reads.) 
Then you replied from Toronto by a 
letter, a copy of which is on the back 
of the letter that I have just read. (Let- 
ters, Ex. 48). 

Q.—You will, perhaps, remember a 
company known as the Union Life In- 
surance Company commenced to make 
returns to you in the year 1902? A— 
That would be the year. I think the 
charter was granted some time about 
June or July, 1902. July, 1902, I should 
think. 

Q.—And it was a company incorpor- 
ated by the Province of Ontario? A.— 
No, the Union Life was incorporated by 
the Dominion. 

Q.—It was incorporated by an Act of 
that year, 1902? A.—1902. 

Q.—And its first return is shown at 
page 373 of the blue book for that year? 
A.—Yes, that is correct. 

Q.—And I see that the capital author- 
ized and subscribed for was $1,000,000? 
A.—$1,000,000. 

Q.—And upon that apparently ten per 
cent. had been paid up in cash, because 
the amount paid up in cash is said to be 
$100,000? A.—Yes. 

Q.—I want you to follow that item 
through the blue book for the succeeding 
year; take 1903, page 368? A.—Yes. 

Q.—You see the same item there 
“Amount of general stock, capital au- 
thorized and subscribed for $1,000,000; 
net amount paid up in cash $100,000”? 
A.—Yes. 

Q.—And for the year 1904 at page 379 
the same? A.—The same. 

Q.—There is no difference, aid in the 
return for 1905, which is not yet in the 
shape of a blue book, you find the same? 
A.—The same. 


-are Harry Symons, 
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Q.—That is, there has been no altera- 
tion in the amount of capital stock or 
in the amount paid up upon it? A.—No. 

Q.—That seems to have remained con- 
stant from the time of the first return 
down to now? A.—Yes. 

Q.—Then going back to the first 

return, the return for 1902, you find, 
passing over, for the moment, the assets, 
on the first page of the return, and com- 
ing to the top of page 374, you find an 
item of assets there, “Cash with North 
American Life Assurance.Company”? A. 
—Yes, I see that. 

Q.—In the blue book which I have that 
is $11,078.63, and no doubt it is the same 
in the one which is before you? A.—Yes. 

Q.—Are you able to give us any ex- 
planation of that asset? A.—As I un- 
derstand it, it is this way: prior to that 
time the North American Life had is- 
sued a number of industrial policies, and 
the National Agency had been in some 
way conducting the business for the 
North American Life in respect of those 
industrial policies. 

Q.—What is the National Agency? A. 
—The National Agency is a company in- 
corporated under the Joint Stock Com- 
pany’s Act of the Province of Ontario, 
and one of its powers is to act as agent 
for insurance companies in the transac- 
tion of their business. It is a corpor- 
ate insurance agency. 

Q.—That is, it is a corporation with 
power to transact business; it is a cor- 
poration formed with the power of act- 
ing as an insurance agent? A.—Yes. 

Q.—I want to know whether, upon the 
return being made to you, you made the 
enquires which would enable you to an- 
swer these questions? A.—Yes, pre- 
cisely. 

Q.—Your attention was drawn to that 
asset, and you made enquiries with re- 
gard to it? A.—Yes. 

Q.—Did you learn anything about the 
composition of the agency company ? 
A.—I have a copy of the charter. It is 
in amongst a bundle of papers. I think 
this is the charter.. 

Q.—It seems to be a charter granted 
under the Ontario General Companies’ 
Act ? A.—Yes. 

Q.—Then the persons that are named 
A. E. Plummer, 
James O. Buchanan, F. W. 8. Crispe and 
H. P. Evans, all of the City of Toronto, 
in the County of York, and any others 
who have become subscribers to the mem- 
orandum of agreement are made a cor- 
poration for the purposes and objects 
following: that is to say, to act as the 
managing agents for any insurance com- 
pany that stands registered as such un- 
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der the Ontario Insurance Act. ‘Then 
this power to act as insurance managing 
agents is limited to such companies as 
derive their corporate power from the 
Province of Ontario ? A.—No, the com- 
panies that stand registered under the 
Ontaro Insurance Act. 

Q.—The corporate name is to be the 
National Agency Company, Limited, and 
the share capital is to be $100,000 di- 
vided into 1,000 shares of $100 each, 
and the head office is to be at Toronto, 
and Symons, Pummer and Evans are the 
Provisional Directors. There is this spe- 
cial clause—‘We direct that the company 
hereby incorporated shall from time to 
time, as agency or agencies is or are 
undertaken, forthwith notify our Provin- 
cial Secretary of the name or names of 
such company or companies, and that if 
the company make default in complying 
with this condition, which is accepted 
by the company, then our letters patent 
may thereupon be suspended or cancell 
ed.” That is the charter ? A.—Yes. 

Q.—What is this bundle of papers ? A. 
—I have not recently read that bundle 
of papers. I only pulled it out of the 
pigeon hole last night, not knowing it 
would be taken up to-day, or I should 
have gone over it, but it relates to all 
matters from the time the charter was 
granted to the company down to the 
time it got its license. 

Q.—That is the Union Insurance Com- 
pany ? A.—Yes. 

Q.—This is a bundle of papers dealing 
with the Union Insurance Company ? A. 
—The Union Life. 

Q.—Which was making its returns to 
the department from the time it got its 
Act of Incorporation down to the time 
of its license ? A.—Yes, 


Q.—What was the cause of this ac- 
cumulation of papers? A.—Well, the 
principal shareholder of the Union Life 
Company was the National Agency. Un- 
der the Act incorporating the company 
there is a provision that there must be 
five directors, I think it is, and they 
must each hold a certain amount of 
stock. 

Q.—This is the Act, chapter 109, of 2 
Edward 7th; there is to be a Board 
elected by shareholders who have paid 
not less than ten per cent. on the amount 
of shares subscribed for by them, and 
the Board is to consist of not less than 
seven or more than twenty-five directors, 
of whom a majority shall be a quorum, 
and no person shall be a director un- 
less he holds in his own name and for 
his own use 25 shares of the capital 
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stock of the company, on which all calls 
due thereon are paid ? A.—That is the 
clause. 

Q.—Go on with the explanation of why 
this collection of papers came to be 
made ? A.—That is one of the questions 
that came up. It appeared that the 
shareholders—I may say almost the sole 
shareholder were this National Agency 
Company, and that the other sharehold- 
ers simply held sufficient to qualify 
them. 

Q.—The shareholders at the date of 
the first return, 3lst December, 1902, are 
shown at page 596 of the blue book; 
Evans has $2,500 of stock; that would 
be 25 shares, upon which ten per cent. 
has been paid? A.—Just enough to 
qualify him under the Act. 

Q.—Hughes 25, Allan 25, Millichamp 
25, Percy 25, Symons 25 and Vallerond 
25, and the National Agency Company 
has subscribed for $982,500 of stock, 
upon which $98,250 has been paid? A.— 
Yes. | 
Q.—Now go on? A.—I shall probably not 
be able to explain it with any degree of 
minuteness, because it is only four years 
ago, but I know it was necessary to re- 
fer one or two questions to the Depart- 
ment of Justice in reference to it, and 
I think there will porbably be found an 
opinion there; if not, I have an opinion 
on it somewhere. 

Q.—I had perhaps better go through 
the papers chronologically before I re- 
turn to the subject of the annual re- 
turns of the company. The first of these 
documents in point of position in the 
bundle of papers is a copy of the certi- 
ficate of license ? A.—Yes. 

Q.—Dated 15th July, 1892, signed by 
the Deputy Minister of Finance and by 
yourself ? A.—Yes. 

Q.—It certifies that the Union Life In- 
surance Company having made the neces- 
sary deposit, and having complied with 
the Insurance Act as amended, is hereby, 
in pursuance of the Minute of the Hon- 
orable Treasury Board, dated 15th July, 
1902, licensed to carry on in Canada the 
business of life insurance? A.—Yes. That 
correspondence is not in chronological or- 
der, because I am satisfied very much 
of it took place before the license was 
issued. 

Q.—I think it will facilitate matters 
if we arrange it as we go. I see that 
on the 20th June Mr. Symons writes to 
you this letter, re Union Life. (Letter 
read.) Will you take that bundle and 
take out these papers as they are men- 
tioned here. First, the certified copy 
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of the Act of Incorporation ? A.—There 
is the certified copy of the Act of In- 
corporation. These are attached togeti- 
er. There is the certificate of fyling of 
certain documents with Mr. McNamara; 
that is the appointment of the chief 
agent, and that is the affidavit verifying 
it; that is the affidavit of execution, and 
there is the list of shareholders, all con- 
tained in that. bundle. 

Q.—Then A,B.C. and D. mentioned in 
this letter are all in this bundle?. A.— 
In that bundle. 

Q.—You have there a list of share- 
holders, and you have Evans, Hughes, 
Jones. Millichamp, Percy, Symons and 
Vallerond, 25 shares each, amount paid 
$250 each. Then you have Harry 
Symons, H. Coleman Evans, Charles 
Percy, in trust, 6,075 shares; $607.50; 
making a total amount paid of $62,500 
upon 6,250 shares; that is the share- 
holders’ list, and the bulk of the stock 
is held in trust by Symons, Evans and 
Perey? A.—Yes. 

Q.—That will follow upon this letter 
of the 20th June. To that I add the 
letter of the 21st June from Symons, “T 
enclose the Sault Ste. Marie statement 
just received, which can be attached, if 
necessary, to the schedules’? A:— 
These are schedules relating to the se- 
curities. 

Q.—I will pass over this for the time 
being, because I do not know that they 
are of very much moment in the matter 
Iam pursuing. Then on the 26th June 
another letter from Mr. Symons, 
“Should it be desirable for me to at- 
tend any meeting of the Treasury Board 
IT am prepared to do so immediately on 
being advised by wire, if necessary”— 
(Reads letter). Now, what is’ the 
next? A.—I am afraid this bundle 
does not contain copies of my replies. 

Q.—Those we shall have to get after- 
wards. For the time being we can per- 
haps go on, supplementing these by 
your replies afterwards. Symons writes 
you as requested. You must have asked 
for some information from him. Then 
comes the balance sheet “Cash received 
of stock subscriptions, ten per cent. of 
$625,000, $62,500 ; by paid City of Win- 
nipeg $25,380. (Reads items). Then 
that is accompanied by a Statutory de- 
elaration by Mr. Evans and Mr. 
Symons. That is the statement by 
way of balance sheet that is referred 
to in the letter. Then next is the 
charter of the National Agency Com- 
pany, which you have already referred 
to. and whieh has been _ sufficiently 
read. The next is a certified copv of 
the by-law and resolution authorizing 
the subscription of stock. That is cer- 
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National 
Agency Company, signed by the Secre- 
tary, Mr. Evans, that the following is 
a true copy of by-law number 36 of the 
said company, which was duly passed as 
required by law at a special meeting 
ealled for that purpose, ete. (Reads). 
Those were the three enclosures in the 
letter of the 24th June. I think next 
is the letter of the 26th June, which I 
have already read, saying they were anx- 
ious to get into business by the Ist 
July, that they had the staff engaged, 


offices secured, and their stationary 
printed. What is next after the 26th 
June? A.—I have here a letter dated 


2nd July. 

Q.—This is from Mr. Symons to you. 
That seems to have been ealled forth by 
an inquiry of yours as to the nature of 
the trust disclosed in the list of share- 
holders? (Letter read). A.—yYes. 

Q.—He points out that the seven di- 
rectors are individual subscribers to the 
extent of 25 shares each? A.—Yes. 

Q.—And that the trust disclosed as 
to a large number of shares is a trust 
for the Agency Company? A.—Yes 

Q.—Then this is the trust deed. The 
trustees are Symons, Evans,Percy of the 


first part. and the National Agency 
Company of the second part. (Reads 
deed). Then what is the next? <A.— 


The next letter I appear to have here is 
dated the 11th July. 

Q.—And the next? 
July 14th. 

Q.—There is an alteration in this. 
Instead of being the shareholders of this 
stock, the National Company is put in 
as the holders? A.—yYes. 

Q.—What is next? A.—I am afraid 
a couple of them went a little out of 
order. JI see two here dated 3rd and 
7th respectively. 

Q.—tLetter 3rd July. 
The statement referred to is as fol- 
lows—(Statement read). I want to 
ask you, what investigation did you 
make, if any, as to the correctness of 
that statement ? A.—That is, as to 
the National Agency ? ; 

Q.—yYes ? A =—T dé not! think 
made any question. 

Q.—You do not think any question 
was made as to the correctness of that? 
A.—I find here. dated 14th July, a copy 
of an opinion from the Department of 
Justice. 

Q.—I will get to that in its order. 
You see the first credit item in this 
financial statement is “Unealled stock 
and premium $249,000"? A.—Yes. 

Q.—I want to ask you whether un- 
called stock, according to your view of 
the purposes for which 


A.—The next is 


(Letter read). 


such a state-- 
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ment is prepared, has any proper place 
in such a statement? A.—It has not. 


Q.—I will pass that over and come to 


it again, and try and put it\in its pro- 
per place. Then you have here a letter 
from Mr. Symons 7th July, “As re- 
quested by yours of the 4th”’—(Reads 
letter). Then *you have a list of the 
shareholders in the National Agency, 
very largely made. up of small share- 
holders? A.—Quite a large list of 
them. 

Q.—And you do not find any large 
holdings of stock, do you, anywhere ? 
A.—No, I do not think there is. 

Q.—Will you find for me the holding 
of stock of any of the gentlemen who 
appear in the Union Life. I will give 
you the names. Take Mr. H. Cole- 
man Evans? <A.—$8,000; $2,000 paid 
up. 
"OQ. —I thought ten per cent. was to be 
paid up. or was it 25 per cent. ? A.— 
This is 25 per cent. q 

Q.—He has $8,000 on which he has 
paid $2,000? A.—Kighty shares, par 
value $8,000, on which he has paid 
2,000. 

: Q.—Give me F. G. Hughes? A.— 
F. G. Hughes 100 shares, par value 
$10,000. upon which he has paid $2,500. 

Q.—Then give me G. E. Allan Jones? 

A.—G. E. Allan Jones, Quebec, 150 
shares, par value $15,000, $3,750 paid 


O.—G. E. Millichamp? A.—Ten 
shares, $1,000, $250 paid. 
().—Charles Percy? A. — Charles 


ten shares, $1,000; paid up in fuil. 
alles: Symons? A.—Harry Sy- 
mons, 26 shares, $2,600; $650 paid up. 

Q—A. H. Vallerond? A—Vallerond, 
50 shares, $5,000; $1,250 paid up. 

(.—hose are the holdings of stock 
in the National Agency by the gentle- 
men who were applying for a license for 
the Union Life? A.—Yes. 

Q.—Is it fair to infer, according to 
your view, from this list of sharehold- 
ers of the National Agency Company, 
that this was a company into which the 
public was invited to put their money? 
A.—Well, yes, 1 should think so, 

()—What is next? A.—This letter. 

Q.—On the 14th July a letter from 
Mr. Fraser, for the Acting Deputy Mini- 
ster to you? A.—Yes. 

Q.—That acknowledges the receipt of 
your letter of the 10th; so that there is 
another letter of yours? A,—Yes. 

(.—This letter says—(Letter read). 
That is all in reference to the original 
proposition that the shares in the 
Union Life held on behalf of the Na- 


Fitzgerald, Ex’d. 


tional Agency should appear in the name 
of trustees? A,—Yes, 

Q.—That Mr. Fraser says, would leave 
the trustees not responsible, and the 
National Agency not responsible? A.— 
That is it, 

.—The second answer is—(Reads). 
Lhat is in respect to an ultimate get- 
ting at the agency company through its 
Shareholders?) A,—Yes. 

Q—Then the _ third answer is— 
(Reads), Then that you did? A,—yYes, 

Q.—As appears? A.—Yes, 

Q.—Apparently on the same day that 
this opinion was given you wired to 
Mr. Symons, because on the same day, 
14th July, he says “As requested by your 
wire to-day, 1 enclose you correct list 
of shareholders”? A.—Yes, 

Q.—And the correct list was the Na- 
tional Agency Company appearing as the 
owners of the stock which the trustees 
appeared to own before? A.—Yes, 

Q.—Is there anything else? A,—Noth- 
ing else, I think, but the telegrams and 
letters. 

Q.—Then with the letters from your 
department and telegrams, that would 
complete the fyle, and it will be put in 
that order and marked as Exhibit 49, 
Lhe company then was licensed, and it 
went on with its business from then til] 
the end of 1902? A.—yYes, 


Q.—And at the end of 1902 the return 
was made which we were commencing to 
discuss, We had got as far as the item 
in the assets $11,078.63 cash with the 
North American Life Assurance Com- 
pany, and you were starting to make the 
explanation when the production of these 
papers made it proper that we should go 
through them, Now, finish your explan- 
ation, please? A,—After a license was 
granted to the Union Life some arrange- 
ment was made by which the Union 
Life became responsible for the policies 
which had, prior to that date, been is- 
sued with the North American Life 
through the National Agency? A.—The 
National Agency now had a company: of 
its own—you may say a company of its 
own—and they preferred to do business 
through that company, and thereafter 
the ‘business which had been done 
through the North American was trans- 
acted through the Union—that is, by 
the Union Life, in the name of the 
Union Life, through the National 
Agency. ‘lhe same agency continues. 
They transferred their. business to an- 
other company, 

Q.—See if we have that right; while 
the Union Life Assurance society was 
in embryo, the National Agency, which 
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subsequently brought it into being, was 
doing business for the North American 
Life? A.—Yes. 

().—And in the course of doing that 
business ‘had collected and given to the 
North American Life a certain volume 
of insurance? A.—Yes, 

Q.—Upon bringing its own child into 
being, that insurance was transferred to 
the Union Life? A.—Yes. 

(j.—And how did that result in a bal- 
ance in the hands of the North American 
Life? A,—The North American Life had 
already issued its own policies, and was 
therefore liable upon those policies di- 
rectly, and the North American, as it 
was still liable, the business having gone 
out of its hands, insisted on having 
sufficient money on hand to cover a re- 
serve upon theso policies. 

Q—What is, the North American Life 
insisted upon having a deposit from the 
Union Life— A,—Krom the Union Life, 

().—Which was to have the benefit of 
the business? A.—Yes. 

Q.—Sufficient to indemnify the North 
American Life in respect of the liability 
upon that class of insurance? A.—Yes. 

Q.—And that was what is referred to 
as cash with the North American Life 
Assurance Company? A.—Lhat is it, 

Q.—You are able to say that that was 
an investigation which you made at the 
time, or which was made by your de- 
partment? A.—Yes, it was made by the 
department. I certainly made certain 
enquiries into it myself, and I remem- 
ber Mr. Blackadar did so as well, 

Q.—There is a very small item, but 1 
want.to understand what it is. It is 
under the same head of assets, ‘Cash 
value policy North American Life As- 
surance Company $207.90; premiums 
paid thereon, a total of $263.40” taken 
in assets. 1 wish you would explain 
that if you can? A.—I1 do not remem- 
ber what that is. t 

MR, SHHPLEY. Perhaps Mr. Blackadar 
will look among his records and see if 
he can find anything which will enable 
that to be explained. Of course there 
is an apparent explanation upon the 
face of it, but one does not want to 
make that without knowing. 

().—Then the total assets in this re- 
turn for 1902 are shown, including this 
balance and including the investments at 
$118,475? A,—Yes, 

Q.—And the total liabilities are shown 
at $13,005.44, and that ibrings out an 
apparent surplus on _ policyholders 
account of $105,649.56? A—Yes. 

().—Now, come to the income for that 
year: cash received for premiums $13,- 
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129.43; received for interest or dividends 
$1,640.56, premium on capital stock 
$70,000; what is that? A.—That is a 
sum that was paid over to the company 
by the National Agency, 

Q.—Premium on capital stock, $70,- 
000 is cash received from the National 
Agency? A.—Yes. 

Q.—That is the explanation which 
was made at the time? A.—Yes, that 
is the explanation of it, 

Q.—What capital stock is referred to 
in that item? What would it naturally 
mean in a statement of this kind? A.— 
It would be on the capital stock that is 
paid up, $100,000. 

Q.—That is of the Union Life? A,— 
Yes, 

Q.—So that this is an item of $70,- 
000, which is said to be premium in re- 
spect of stock of the Union Life paid up 
to the extent of $100,000? A.—Yes, 

Q.—And in fact it was cash paid into 
the coffers of the Union Life by the 
National Agency? A,—Yes; well, I am 
not prepared to say the individual 
shareholders did not also contribute a 
proportion of it. 

Q.—You do not know how that may 
be? A.—No, but the bulk of it came 
from the National Agency. 

Q.—We will see how that is after- 
wards, but the bulk of it would natural- 
ly come from the National Agency, who 
were by far the largest stockholders? 
A.—Yes, 

Q.—‘‘Received for calls on capital, 
$100,000”; that would be $100,000 paid 
up capital? A,—Yes. 

Q.—Lhat is put under the head of 
“Income,” Total income during the 
year $184,000 odd. Now, let us come to 
the expenditure, Paid for. death claims, 
$2,056; for surrendered policies, $34.80; 
commissions, salaries, and other expenses 
of officials, $62,944.58. Have you, or had 
you at that time, any detailed list of 
these commissions, salaries and other 
expenses? A.—YThat examination as to 
these details was made by Mr. Blacka- 
dar, and I have no doubt it was borne 
out by their books, It was an industrial 
company and their expenses are enor- 
mously heavy, and will so continue for 
a number of years. 

Q.—All other expenditure $8,905, or a 
total expenditure of $73,709.31, leaving 
a balance which they call net ledger as- 
sets to 3lst December, 1902, of $111,- 
060.68. Now I want to call your atten- 
tion to some other items in this return, 
During this half year they seem to have 
issued new policies to the number of 
7,984. You will see that at page 375, 
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under the head “Miscellaneous”? A.— 
Yes. ; 

Q.—Is there any qualification or modi- 
fication of that involved in the use of 
this language “Number of new policies 
reported as taken during the year’? 
Would that cast a doubt upon the ac- 
curacy of that, or does that indicate— 
A.—Vhat indicates there were that 
many new policies taken. 

(.—Then the next item is “Policies re- 
insured from the North American Life 
5,806; you see that? at 

Q.—Would that be the group of poli- 
cies of which you were speaking a mo- 
ment ago? A.—Yes, 

Q.—As to which the North American 
Life held the reserve? A.—Yes. 

.—Policies reinsured from the North 
American Life 5,806, and policies issued 
during the year, industrial 7,900? A,— 
Yes. 

Q.—That is 7,900 policies in number of 
the industrial class issued during that 
year? A,—Yes, 

Q.—That would indicate that the busi- 
ness of the company was very largely in 
industrial policies? A.—It is almost ex- 
elusively industrial. 

Q.—Then I call your attention to the 
next group; apparently during that 
half year no less than 3,378 policies 
lapsed; is that, in the case of industrial 
insurance, a circumstance that furnishes 
food for reflection, or suggests enquiry? 
A.—No, I thin. -- is just in the very 
nature of the business; the lapse is al- 
ways expected. 

(.—That is a necessary or natural in- 
cident of that class of insurance? A. 
—Yes. 

Q.—Speaking generally of that state- 
ment, if you exclude the call upon the 
stock which is collected as premium, 
$70,000, what do you say of that half 
year’s business? A,—Well, it was en- 
tirely unprofitable, going back, 

Q.—And the $70,000 as premium does 
not increase the payment upon the stock 
at all? A.—lIt does not. It still leaves 
the stockholders liable just as they 
were ibefore that time, 

Q.—Leaves them liable for the ditfer- 
ence between $100,000 and $1,000,000? 
A= Ves, 

(.—Now, then, we come to the next 
year, You have already told me that at 
the end of the next year, 1903, amount 
paid on the capital appeared to be pre- 
cisely the same. Is there any substan- 
tial difference—just make the. compari- 
son, so that we may have it upon the 
notes—is there any substantial differ- 
ence in amount between the investments 
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at the end of 1902 and those at the 
end of 1903? Perhaps the fairest way 
is to get the two sums and put them 
side by side, the investments, at the 
end of 1902 were $59,653.43, using the 
word in respect of investments properly 
so called? A.—$59,653.43 and at the 
end of 1903 $65,618.39, 

(.—An increase of investment of 
about $6,000? A.—A'bout $6,000. 

Q.—Then 1 see that among the as- 
sets, as far as the assets are congerned, 
the other assets, the cash in the hands 
of the North American Life seems to 
have disappeared; do you observe that? 
A,—WNo, it appears to remain. 

Q.—Where? A.—Lower down. 

Q.—Il1t still remains; it is somewhat 
less in amount? A.—l1l think it is pre- 
cisely the same, $11,078.63 in each case. 

Q.—Then comes the income account. 
You have received for interest or divi- 
dends $4,264.88, and again you have an 
item “Premium on capital stock $100,- 
000?” A.—Yes. 

Q.—Did you enquire, or was enquiry 
made, into that account? A.—It came 
from the same source as before. 

Q.—That is the National Agency Com- 
pany paid in $100,000; I suppose that 
was verified; the fact was so? A.—Yes. 

Q.—Which is put as a premium upon 
the capital stock of the Union Life? aA. 
—Yes: 

Q.—Leaving the same old $900,000 of 
unpaid capital for the shareholders of 
that company to pay up? A.—Yes. 

Q.—Was any enquiry made by the de- 
partment with respect to the sources 
from which the National Agency Com- 
pany got these enormous sums of money? 
A.—Nothing except the general mforma- 
tion that they had collected it from their 
shareholders. 

Q.—That is, they were collecting from 
the shareholders of the National Agency 
Company and turning it over into the 
Union Life? A.—Yes. 

Q.—Then the total income during the 
year appears to have been $172,541.06, 
and the total expenditure $168..¢5.67, of 
which $10,251.75 was paid to poucyhold- 
ers for death claims and surrendered pol- 
icies, and $130,597.37 paid by way of 
commissions, salaries, and other ex- 
penses of officials? A.—A portion of 
that, and probably the bulk of it, would 
be paid to the National Agency Com- 
pany, however. ; 

Q.—Why? A.—Because they were do- 
ing the business. 

Q.—Ihe National Agency Company 
were doing the business? A.—Yes. 

Q:—The Board of Directors cf this 
company had employed the National 
Agency Company? A.—Yes. 
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Q.—They made a contract with the 
National Agency Company ‘iv which 
they were doing the business? A.—Yes. 

Q.—What was the Board of Directors 
of this company d.ing? A.—Well, it is 
difficult to say what they were doing. 

Q.—What were they doing for the 

_Union Life? They were unloading their 


functions, were they not, upon the Na- - 


tional Agency Company? A.—I suppose 
they were doing that. 

Q.—To what extent—will ycu just 
verify’ that—to what extent was the di- 
rectorate of the National Agercy Com- 
pany identical with the directorate of 
the Union Life? A.—I do not knew that 
I have that information at present. 

Q.—That could be obtained at all 
events, at the time of the charters of 
the two—you can obtain that from the 
material we have fiere? A.—Ycs. 

Q.—There was a substantial ayceement 
between those tw) bodies? A —There 
was; some of them the same, 19 doubt. 

Q.—That is a matter that we can get 
at with absolute accuracy from the re- 
turns of this .ompany and the public re- 
ports of the other? A.—I have here a 
circular issued by the National Agency, 
which gives the list of their directors in 
1904-05; it is dated 14th February, 1905. 

Q.—That is of the Union Life? A— 
No, the National Agency. 

Q.—Who are they? .A.—President, 
Harry Symons; Vice-President, F. C. 
Hughes; directors, Harry Symons, G. 
FB. Millichamp, Lievt.-Colonel G EK. Al- 
lan Jones, H. Coleman Evans, F. G. 
Hughes, A. E. Vallerond. Then there 
is an Advisory Board, E. G. Smith, di- 
rector of the Union Bank, Halifax, there 
is M. A. Curry, President Hayticen, Hali- 
fax; James E. DeWolfe, President 
Board of Trade, ‘talitax; Hari: y Gra- 
ham, New Glasgow, Nova Scotia: Na- 
thanial Curry of Amherst, Nova Scotia; 
the auditor is George Clay, and the 
bankers the Union Bank of Canada. | 

Q.—I am looking at the list of direct- 
ors, and there does not seem to be any 
difference between the two Boards; that 
is as to the persone! of the two Boards? 
A.—No. 

Q.—There is an item or two I want to 
ask about in “All other expenditure.” 
There is advertising $2,000 odd. What 
were they advertising? <A.--All compi- 
nies issue advertisements from time toa 
time. 

Q.—I should have thought it would 
be very largely to the interest of the 
National Agency Company to do all the 
advertising that wes vecessary. At ail 
events, that would be a charg> for ad- 
vertising the business of insurance? A. 
—Yes. 

Q.—Which they had turned over to 
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the National Agerey Company? A.— 
Of course the Nationel Agency was siin- 
ply acting as their agent transacting 
the business, the company itself doing 
the advertising, the neture of their busi- 
ness, and so on; but was carrie! out by 
the National Agency Company 

Q.—They bring down the net ledger 
assets $111,000, and they add the income 
as before $172,541, making a total of 
$283,601.74, from which they deduct the 
expenditure shown for the year, $168,- 
265.67, leaving a balance of net ledger 
assets of December 31st 1903, $115,336.- 
07; that is an apparent gain of about 
$4,000? A.—Almost $4,300. 

Q.—Again I ask you whether, but for 
this item of premium on capital stock 
$100,000, that year’s business would have 
been profitable? A.—Certainly not. 

Q.—It is manifest it would have been 
ridiculous; is that too strong a word? 
A.—No, I would not say that, that is 
too strong a word. 

Q.—There is something I omitted un- 
der the heading “miscellaneous”; in 1903 
new policies seem to have been written 
during the year to the number of 33,- 
651, and at the end of the year there 
seems to have been 24,446 policies in 
force; that seems to be so on the face of 
the statement? A.—That seems to be so. 

Q.—And the policies were, whole life, 
ordinary, 153 in number; endowment, or- 
dinary, 103; whole life industrial, 22,806; 
endowment industrial, 1,382. Are you 
able to say—we will see when we come 
to the following year—are you 
able to say anything about this 
class of industrial insurance done 
by this company—on what class of 
lives it was? A.—No, we never know 
the class of lives. 

Q.—Then I see there were a great 
many lapsed policies during that year, 
19,382 ; policies lapsed during the year 
1903 to the amount of $3,133,076.55. Has 
that to your mind any significance, or 
would you say of that as you said of 
the similar item in the preceding year, 
that that is a natural item, having re- 
gard to that class of insurance? A.— 
I think it is just a natural item, hav- 
ing regard to that class of insurance. 

Q.—Then take the next year, the 
same old authorized capital subscribed 
for, $100,000, the same amount paid up 
in cash, $100,000. The investments of 
the company seem to have increased 
during this year; they appear now to 
be $109.491.20?7 A.—yYes, 

Q.—The cash with the North Ameri- 
can Life has increased? A.—It has 
gone up to $14,725.33. 

Q.—Then there is an _ interest ac- 
count. the North American Life Assur- 
ance Company interest account; do you 
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remember the explanation of that at 
all? A.—I presume it is in connection 
with the $14,725; probably they include 
interest upon that sum. Of course, 1 
am only conjecturing, because I do not 
know precisely what that item is; pos- 
sibly Mr. Blackadar would remember. 

Q.—I suppose the reserve there which 
the North American Life was insisting 
upon holding in respect of its liability 
upon these policies would naturally in- 
crease from year to year if the policies 
Temained in force? A.—Yes. 

Q.—Then there is a substantial in- 
crease, I think, in the item “Office 
furniture and fixtures” ; I will pass over 
that. Then when you come to the 
total assets, you have a total of assets 
of $16,843.51, and a total of liabilities in- 
eluding the reserve of $60,233.77, or a 
surplus on policyholders’ account of 
$104,609.74. Then when you come to 
the income for the year let us see what 
you have. “Cash received for premi- 
ums after deducting the premiums paid 
to other companies reinsured, a small 
amount, $123,255.85; interest or divid- 
ends $3,047.37. There seems to have 
been a small falling off from the pre- 
ceding year; premium on capital stock 
account, $115,000; is that the same ? 
A.—The same. 

Q.—That is a similar item to the one 
in the preceding year? A.—Yes. 

Q.—Then of the expenditure there was 
$18,255.12 paid to the policyholders for 
death claims and surrendered policies ; 
that is right, is it not? A.—As shown 
by the books. 

Q.—And commissioners’ salaries and 
other expenses of official, $157,441.03? 
A.—That is right. ' 

Q.—Then, of course, the per cent. is 
obvious between the net cash received 
for premiums, $123,000, and the commis- 
sions and salaries amounting to $157,- 
000? A.—yYes. 

Q.—During that year was the same 
relationship maintained between this 
life company and the agency company? 
A.—I think so. 

Q.—Then the synopsis of ledger ac- 
counts brings down the balance from 
the preceding year of ledger assets 
$115,336.07, adds the cash income, as 
shown by this year’s operations $241.- 
303.22, and deducts the total expendi- 
ture which, including the $157,000 of 
salaries and commissions is $206,174.79, 
and they take forward net ledger as- 
sets on the 3lst December, 1904, $150,- 
464.52. Now, again I come to the mis- 
cellaneous item in the exhibit of policies 
“Number of new policies ‘Teported as 
taken during the year 29,454; under- 
writing $5,093.900 odd of insurance ; 
number of policies in force at the end 
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of the year 30,321. Was there any dif- 
ference in the requirement of your de- 
partment as to the form of the return 
in this year 1904 from what it was in 
the preceding years, because in a moment 
we are going to see that there is a 
good deal more information in this re- 
turn? Do you remember how that 
was? A.—I do not remember just now 
asking for any further information. 

Q.—Then the number of policies in 
force, as I have just said, was 30,321, 
an insurance of $5,087,778.16, from which 
may be deducted $29,700 reinsured in 
other companies? A.—Yes. 


Q.—Then I pass to the details of or- 
dinary policies. There were termin- 
ated during the year, by death, three; 
by lapse, 71, and 49 by not being taken, 
I suppose that means the premiums had 
to be reversed? A.—The premiums 
were not actually paid. 

Q.—And would have to be reversed 
in the account? A.—Yes. 


Q.—Then when you come to industrial 
policies we have some further details. 
At the beginning of the year there were 
in force, whole life industrial policies to 
the number of 22,810; endowment poli- 
cies industrial to the number of 1,380. 
During the year there were issued in- 
dustrial policies, whole life, 28,646; en- 
dowment 65, and at the end of the year 
there were industrial policies whole life 
28,594 in force, and endowment 1,211. 
What had happened to the industrials 
during the year, as indicated in the next 
paragraph there had been terminated by 
death, 252; by surrender, 24; by lapse 
23,229. You see those items? A.— 
Yes, 

Q.—Again I ask you, having regard 
to the fact that there were only in force 
at the beginning of the year 24,190 in- 
dustrial policies, what do you say as to 
the item “Lapsed 23,229"? Is that a 
natural condition of things in industrial 
insurance? A.—Well, I would scarce- 
ly like to say that it was natural for so 
long a time, why there should be so 
great a proportion of lapses after it had 
been in operation two or three years; 
still that is a question upon which only 
one who is engaged in the business 
would be qualified to give a thoroughly 
reliable opinion. 

Q.—No, then, we have some further 
interesting information about these 
industrial policies in the last item of 
the return “Statement of number of 
policies and amount, in force in Canada 
on December 31st, 1904, as per 
ages grouped as under? A,.—That 
is the item to which you refer for fur- 
ther information? 
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Q.—Yes? A—Well, they were asked 
to give that; it was asked of all com- 
panies doing industrial business. 

Q.—TLhey had a total in force of in- 
dustrial policies at the end of the year 
of 28,711; of these 8,069 policies were 
upon lives five years of age and under? 
A Yes. 

().—And 5,882 were upon lives between 
tive and ten years? A.—Yes, 

Q.—Leaving the difference upon lives 
ten years and over? A.—Yes, 

Q.—Did you not require any further 
classification than that, and why that? 
A.—Oh, that classification has been re- 
quired going ‘back for several years past, 
and it grew out of a discussion with 
regard to child insurance that took place 
in the Senate, I think in about, possibly, 
1 believe it was about 1894, quite a 
number. of years at all events. ‘There 
was at that time a great deal of dis- 
cussion with regard to child insurance, 
It had been said that child insurance 
caused in many cases murder. 

Q.—It was a subject that had engaged 
the attention of the Senate? A,—Yes. 

Q.—Some years before? A,—Yes. 

Q.—lnmediately after the discussion 
in the Senate this was asked; it does 
not seem to have been given as far as 
the blue book discloses by this com- 
pany until 1904; it does not appear in 
the half year’s return at the end of 
1902, or in the year’s return at the end 
of 1903? A.—Possibly it may have been 
an oversight in not asking for the ‘n- 
formation from these companies. 


Q.—I suppose no considerable portion 
of the ordinary life policies which is clas- 
Sified otherwise than as industrial is 
upon infant life? A.—Il1 should think 
none of it whatever. 


().—You would think the industria] in- 
surance class is the class in which you 
would naturally find the infant insur- 
ance? A,—Il should think so. 

Q.—You are not, apparently, Mr, 
Sitzgerald, able to say why the require- 
ment of the return does not rise above 
the ten years? A.—iNo, 1 cannot recall 
the reason for that. ‘here is a provision 
in the Ontario Insurance Act with regard 
to child insurance. 

().—There is a specific provision in the 
Ontario Insurance Act in regard to that? 
Aves, 

Q.—And there is a specific prohibition, 
1 think? A.—tVhere are certain limita- 
tions in that Act, 1 will procure a copy, 

Q.—Will you also let me have a list 
of all the companies that are within the 
purview of this investigation which carry 
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on that class of insurance? A.—That 
industrial business, yes. 

Q.—We will leave the 1904 matter, 
and come to the return made last De- 
cember by this company, Are you able 
to say the company was still carrying 
on its ‘business in the same way by the 
hand of the National Agency Company? 
A.—Il think so, sir. 

Q.—I find we have not that return 
here. I see that you have some other 
papers which you have brought here? 
A,—Yes, that will speak for itself. 

().—This is upon the same subject we 
have just been dealing with? A.—Yes. 

Q.—How did you come to have this? 
A,—Well, I did not like the look of this 
company’s business. It appeared to be 
pretty unsatisfactory, and 1 did not seem 
to have any way of doing anything with 
it. he company was solvent and plenty 
of assets to cover its liabilities, with a 
considerable surplus. 1 went to Mr. Sy- 
mons, who is the Manager and President 
of the National Agency Company, and 
went tg see him on two or three occa- 
sions, and this is some of the material 
that I obtained from him in the inter- 
view. He furnished me with what you 
see there, 

Q.—We will examine this a little. 
This printed document is a summary 
of proceedings at the annual and special] 
general meeting of the shareholders of 
the National Agency Company, held on 
the 14th February, 1905. ‘The date of 
that would seem to indicate that it was 
during the course of your inspection 
upon the return for 1904? A.—Yes. 

Q.—The following report of the Board 
of Directors was adopted—(‘Reads report 
dated Toronto, Feb. 14th, 1904). Is the 
Equitable one of the companies you have 
control over? A.—1 have never had con- 
trol over it, It is a company that nb- 
tained a charter, but never yet con- 
tained a license, 

Q.—This is what it says about the 
Century Life. (Reads.) Then comes the 
statement, (Statement read.) 

Q.—Apparently they were not doing 
any business except the business of the 
Union ‘Life Insurance Company? ' A.—1 
think that is the only business. 

().—Then if the Union’ Life Insurance 
Company paid out for commissions and 
salaries and other expenses of officials 
$157,000 odd, and the National paid out 
$52,000, you get a total of $209,000 or 
$210,000 as the expense of this $123,255 
of premiums, Is that fair, or have you 
any: observation to make as to that? A, 
—I may say I never very critically ex- 
mained that company, because it was 
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not a company | had any power to deal 
with, the National Agency. 

Q.—Still you were investigating the 
attairs of the Union Life, and this was 
given you for your satisfaction? A,— 
Yes, to show the ‘National Agency was 
prospering, and there will be further 
matters connected with that later. 

Q.—1 do not suppose you can offer me 
any explanation of that item of broker- 
age? A.—No, my Knowledge of that 
transaction is this: that the Century 
Life had obtained a charter, the statute 
book will show exactly what it was, 
three years ago | should think, 1903; it 
may have been earlier. 

MR. ‘TLULEY. 1901, 

WITNESS. Well, it had been renewed 
once before. -In 1901 the company ob- 
tained its Act of Incorporation ; two 
years ago it was really. 

MR. SHEPLEY. Q.—That would be 
in 1903? A.—yYes, it was extended in 
1903; then again it would lapse in 1905, 
and there was a further extension ob- 
tained last year; there was a further 
extension obtained in 1904. The 1903 
extension was only for one year. 

Q.—The Century Life had got an 
original Act of Incorporation, and it had 
two extensions ? A.—yYes, certain 
sums had been paid. 

Q.—You mean by the stockholders ? 
A.—Yes, into the funds of that com- 
pany. 

Q.—I suppose they must have been 
paid in order to secure incorporation ? 
A.—We generally find the promoters 
put up the necessary money to get the 
incorporation, and they get recouped 
afterwards, after the company goes into 
business. It is not necessary for any- 
one to have any money paid up in order 
to get a charter. -There is nothing re- 
quired. Then these persons who had 
paid up certain sums to this company by 
a deal that is mentioned there had 
transferred to them, instead of their 
stock in the Century Life, the same 
amount of stock in the National Agency. 

Q.—The item of brokerage, including 
Century Life transfer, $9,179; I was 
wondering whether there was any brok- 
erage in respect of any of the transac- 
tions of the Union Life? A.—No, that 
would not be in respect of the trans- 
actions of the Union Life. 

Q.—You would not judge it would be? 
A.—No. 

Q.—Then there is interest and ex- 
change on the other side of the account; 
that is on the expenditure side; $3,432; 
salaries, etc., expenses, ete., organiza- 
tion expenses, written off, $637.36 ; 
Western Assurance stock, ete. (Reads). 
T do not find in that statement of in- 
come and expenditure any reference 
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whatever to the $115,000 that was paid 
into the coffers of the Union Life? A. 
—Apparently they have added that to 
their capital stock. 

Q.—Making a liability under the head 
of capital stock which I suppose you 
have not checked at all? A.—No, I 
have not checked. 

Q.—Of $443,700? A.—They consid- 
ered the amount to be paid over to the 
Union, including the premiums, as part 
of their assets. 

Q.—Then the profit and loss account 
carried forward there last year, $21,786, 
it brings in the balance from income ac- 
count to $41,025, and takes in a balanee 
from commissions of $1,528, making a 
total of $54,340.29, against whieh are 
written dividends numbers 4 and 5. 
amounting to $21,944.55. leaving a bal- 
ance to the credit of profit and loss of 
$32,395.74. Then there is a statement 
of assets and liabilities. capital stock of 
the National Agency—that is the com- 
pany itself—$443,700; capital stock 
Century Life in course of conversion, 
$11,124.61. Debentures—that is the 
debentures, of course, of the National 
company itselfi—$5,220 ; suspence $2,756; 
current ledger balances Union Life $10.- 
706, and assets, stocks, bonds and securi- 
ties. cost value $387,395 ; would that in- 
clude the stock— 

Q.—That item includes not only the 
$100.000. but the premiums as well. I 
think if added together they will be 
found to come very nearly to that sum. 

Q.—There was $70,000, $100.000 and 
$115.000 which had been paid into the 
Union Life on account of the stock of 
the Union Life without increasing the 
amount paid up upon that stock in the 
slightest degree, and yet you think in 
their statement of assets they include 
the Union stock, not at the $100,000 
paid un unon it. but the— A.—I un- 
derstand that is it; they really have 
the Union stock paying a premium; for 
each $100 of it they paid about $400. 

Q.—This is the inquiry you made on 
the return for 1904? A.—Yes. 

Q.—There are deferred commissions 
which are called assets of $28,973.40 ; 
that, I suppose, would be money coming 
from the Union Life to them? A.— 
Probably. 


Q.—Then there is a balance of organ- 


ization expenses of $6,186.31; that is 


called an asset ; what does that mean ? 
A.—It is no good as an asset at all. 
Q.—Due by shareholders in course of 
collection $94,845.68. Due by Century 
Life shareholders in course of collection 
$12,000; advance to agents $736 ; 
suspense $1,243; head office building, 
cost value. $10.202; Bills Receivable, 
$1.009; cash in the bank, $13,833. Then 
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this is a list of the shareholders of the 
National Agency Company alphabetical- 
ly arranged? A.—As of 3lst Decem- 
ber, 1904. 

Q.—Clergyman, widow, traveller, doc- 
tor, barrister, spinster, widow, farmer, 
clergyman, salesman, and so on, and 
these are the shareholders who are put- 
ting up the money which in these large 
sums finds its way into the Union Life? 
Ays-Precisely. (Document fyled, Ex. 
50). There is a copy of letter from 
Mr. Harvey, the actuary, which should 
oo in. 
~'Q.—I shall add this to the exhibit to 
make it one exhibit ; then you seem to 
have made some further inquiries ex- 
tending into the month of June last still 
upon the business of 1894? A.—That 
was the time I was there. 

Q.—I see on the 8th June Mr. 
Symons says—“I enclose you copy of 
letter.” (Reads letter). Then you 
seem co have received at the same time 
a letter of the 9th of June, because the 
departmental stamp is the same, June 
12th, in both instances? A.—Yes. 

Q.—Then the report of the actuary, 
Charles Harvev, is dated Jersey City. In 
this copy it is 1905. In his letter he 
says it should be 1904. It is directed 
to Coleman Evans, Toronto. (Reads). 
“The agent’s increased cost being 65 
times, as against an average of over 
100 times in other companies”; what ts 
the meaning of that? A.—I do not 
know. I really do not understand it. 

Q.—What books would «he call the 
audit books? The books from which 
this return is made up? A.—He is not 
speaking of this return at all. ; 

Q.—No, he is speaking of the Union 
Life? A.—Yes. 

()—He is speaking of the company 
which is making this return? A.—Yes. 

Q.—A return which for this year 
showed an expenditure of $157,000 in 
getting net premiums of $123,000; can 
you explain that? He has examined the 
audit books, he says? A.—It would be 
no doubt the lists of policies the premi- 
ums payable upon them, and everything 
of that kind. 

Q—And the salaries and commis- 
sions and other expenses of officials 
ought to be looked at, 1 suppose, to ar- 
rive at a conclusion upon that? A.— 
Yes. 

Q.—I do not know what would be 
called an extremely low expenditure, 
and I do not know, of course, what Mr, 
Harvey saw, but would you as an in- 
surance man agree with a statement 
that it was an extremely low expendi- 
ture to spend $157,000 in salaries and 
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expenditures to secure $123,000 of premi- 
ums? A,—No, 1 should not. I should 
think it was very large, but Mr. Harvey 
explains that in consequence of the na- 
ture of the business it is very difficult 
to get a company of that sort organ- 
ized; the amount of expenditure in em- 
ploying agents and that sort of thing 
is very large, and that is supposed to 
be the opinion of a qualified man on 
the subject, acquainted with the busi- 
ness, 

Q.—You cannot explain the state- 
ment “I'he agent’s increased cost being 
about 65 times as against an average 
of over 100 times in* other companies’?! 
A.—No, I cannot, 

Q.—Did you ever see one of those 
guarantee agreements he refers to? A. 
—No. 

Q.—What does the purchase of new 
business mean? A,—Writing new busi- 
ness, 

Q.—Did that end the enquiry that you 
made as the result of the return of 1904? 
A.—That was the enquiry. 

Q.—Then at the end of 1905 a return 
was again made by the Union Life As- 
surance Company, same President, same 
Secretary, same authorized capital, . a 
million dollars, same subscribed capita) 
of a million dollars. same amount paid 
up in cash, $100,000; you have a dupli- 
cate there? A.—I have a duplicate. 

Q.—List. of directors, Kvans, Symons, 
Curry, Millichamp, Jones and Hughes; 
and ‘Charles Harvey? A.—Yes, 

Q.—Then you have securities which 
have gone from $109,000 at the end of 
the previous year to $196,000 at the end 
of 1905. That seems to be right, does 
it? A—The amount shown here is— 
that is the amount of investments— 
$169,328.87, é 

Q@.—What is the Sun Savings? A— 
That is a loan company. 

Q.—Where is the Reliance Loan? A.— 
Toronto. 

Q.—T'he People’s Building Loan, the 
Canadian Birkbeck, We won’t go into 
those just now. ‘Then you have the 
amount ‘held by the North American 
= this year raised to $18,735,332 A.— 

es. 

Q.—This is described here as cash held 
by the North American Life Insurance 
Company in trust; that is probably hard- 
ly accurate; it is held as an indemnity 
against the liability? A.—yYes, the same 
as the year before, 

Q.-—The assets “Value of real estate 
$24,125, cash in banks with details 
$21,286. Then among the liabilities the 
reserve is the first item $108,000, gen- 
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eral expenses $5,602; how does that come 
in? A.—lIlt is a balance due on account 
of general expenses, 

Q.—Due. on account of loans, $657, 
etc. Surplus on policyholders account 
$112,041.10. hat is a little growth from 
the surplus shown by the previous year? 
A — Yes. 

Q.—1 see this company makes a note 
here that it calculates upon the tables 
for its reserve, but it calculates at three 
per cent.? A.—wSo it shows here. It is 
the O, M. table. It is a new table. 

Q.—Are you familiar with the work 
of that sufficiently to say whether that 
makes a substantial difference? A.—No, 
Iam not, It is a new table lately. pub- 
lished, I do not think it has got into 
general use in Canada yet. 

Q.—Then we have rather more detail 
in this than we get in the preceding blue 
books, although I daresay it was in de- 
tail in the statements from which the 
blue books were compiled. ‘there is an 
items of salaries here $27,956.76. Was 
the company doing all its business 
through the National Agency during 
1905? A.—So far as I know, 

Q.—Wihat were these gentlemen doing 
for their salaries, $28,000 of salaries? 
Can you suggest anything they were 
doing? A.—No., 

().—How was the business of the two 
companies being carried on? Was it the 
same staff? A.—The head office staff is 
quite small in each case, as far as one 
can see from those that were in there. 

Q.—Was it a joint staff? In the first 
place were the two companies situated 
in the same office? A.—They are in the 
same building. 

Q.—In the same office, or separate 
suites of offices? A.—iNo; one of them 
is upstairs and the other is down, as I 
remember it, he National Agency is 
in the upper portion of the building and 
the Union Life in the lower portion, 

Q.—That does not seem unnatural? 
A,—It is a building on Adelaide street 
nearly opposite the old court house; 
that is where the building is, 

Q.—Is the National Agency equipped 
with a staff to run insurance business 
as agent? A.—Oh, of course it must 
be. The National Agency must employ 
agents to do the work, and through all 
sections of the country they must have 
their sub-agents, the agent being the 
National Agency and the others the sub- 
agents throughout; of course the duties 
of the manager would be to look after 
the appointment of these agents. 

Q.—That is, the manager of the Na- 
tional Agency Company? A.—Yes, 
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Q.—I can see a vast and varied field 
of labor for him. Il want to see 
Where we can think of a field of 
labor for the officials of the Union Life 
Assurance Company. They are receiv- 
ing, in the first place, in that head of- 
fice salaries to the extent of $27,956, 
anil travelling expenses to the tune of 
$6,708 ? A.—I am unable to explain 
what they do for it. 

Q.—Then there are directors’ fees 
besides. $895; the actuary gets $494.10, 
the auditors $325, and commissions are 
paid—I suppose from what you have 
told me those commissions would@ go to 
the National Agency? A.—Yes. 

Q.—$147900 odd? A.—They would 
go to the National Agency. 

Q.—I can imagine the man who has 
to earn $147,000 having a large and sub- 
stantial staff, but I want to find out if 
you can suggest to me what is being 
done to earn $28,000, plus these travel- 
ling expenses by the people who are run- 
ning the Union Life Assurance Society? 
A.—At present I cannot suggest what 
is done to earn the money. 

Q.—I think when we come this after- 
noon I will ask you to bring the return 
for the preceding years of this company, 
because if there is anything like that 
detail, I want to compare it? A.—I 
know what you mean. 

Q.—When we come to the other head 
of expenditures, “All other expenses in 
detail” we have first “Interest in ex- 
change, $216.19; telephone, rent, ex- 
penses, $7.096.67; advertising, printing 
and supplies, $10,165.38; that sounds 
like a pretty large sum for a company 
which has handed over the whole of its 
operations to an agency. Can you make 
any suggestion about that ? A.—As to 
the advertising, printing and supplies, it 
seems large, certainly, but at present I 
do not know just what portion of the 
expenses is borne by one company and 
by the other, because ultimately it 
makes really no difference which pays 
it. because the National Agency owns 
the Union Tife. and it does not éreally 
make any difference which pays it. 


Q.—It might make a difference to the 
shareholders of the National Agency, 
who are, as you have told me long ago, 
speaking practically, the public? A.— 
Yes. ‘ 

Q.—But with the National Agency it 
is, of course. taking out of one pocket 
and putting into the other? A.—Yes. 

Q.—I am at a loss to understand, and 
I want your explanation, if you can sug- 
gest why such an item as that $10.145 
for advertising, printing and supplies 
should occur in the Union Life Com- 
pany’s books, when the Union Life Com- 
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pany has practically handed over the 
whole of its operations to the National 
Agency ? A.—Well. has it, in a sense, 
handed over the whole of its operations? 
It has only handed over in the same 
sense that an ordinary company hands 
over to its different agents there is one 
agent appointed, and the literature and 
everything of that kind would still be 
printed by the life company, and I don’t 
know, it looks a considerable sum, but 
these companies put out an enormous 
amount of literature of various kinds, 
circulars and everything of that kind. 

Q.—You have not made your exam- 
ination of this company’s affairs upon 
this return? A.—No, none. 

Q.—Had you examined this return 
before you were examined to-day about 
it? A.—No, I had not seen it as a 
matter of fact. 

Q.—Do the figures which I have call- 
ed to your attention, salaries, travel- 
ling expenses, commissions, and the ad- 
vertising, printing and supplies that I 
have spoken of, present a field for legi- 
timate inquiry in your department ? 
A.—They should be inquired into now. 

Q.—Then you have an item, medical 
and legal fees, $11,085.98. How does 
that strike you, having regard to the 
volume of business which this report 
shows? A.—It is a large sum for the 
amount of business they have actually 
secured. 

Q.—I see that in your blue book you 
take this second heading and print it in 
detail; that is, all other expenses, but 
“commissions, salaries and other ex- 


penses” you put in a lump sum; is there _ 


any reason for making that distinction 
in the blue book? A.—Well, there is 
just one item in the blue book. 

Q.—You do not separate that item in 
the blue book. but you separate ‘All 
other expenses” in detail, into the ex- 
penses shown in detail? A.—Yes. 

Q.—Is there anv reason for that ? A. 
—The reason is that it is called for in 
that form by the schedule to the Act. 

Q.—You coukd modify'the schedule if 
vou thought it proper and convenient ? 
A.—yYes, it could be done, but it would 
increase the volume enormously to get 
the details of that year. 

Q.—We come now to income and ex- 
nenditure during 1905. “Cash received 
for premiums” $168,696.06; premiums 
paid to other comnanies for reinsurance 
%1.455.05. or a balance of net preium 
income $167,241.01. Then amount re- 
ceived for interest or dividends on stock 


$7.455.92. Then I see our old friend 
“Received for premium on _ capital 
$140,000"? A.—Yes. 


}.—You have not investigated this, 
but is there any doubt that is the same 
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as the similar items in the previous re- 
turns? A.—TI have no doubt, 

Q.—That makes a total of income of 
$314,696.03, counting the premium as in- 
come. Let us see about the expendi- 
ture ; $26,603.45 paid for death losses; 
$250.40 for surrendered policies, or a 
total of $26,883.85 paid to policyholders. 
There is no carrying out of the item 
of cash paid to stockholders for inter- 
est or dividends? A.—This company 
has paid no dividends. The National 
Agency has paid the dividends. 

Q.—The National Agency Company 
oe been paying the dividends? A.— 

es. 

Q.—And I think we have agreed on 
the identity of the directorate of this 
company with that of the National 
Agenvy? A.—yYes. 

Q.—Cash paid for commissions, 
salaries. and other expenses of officials, 
$183,597.55, as we have seen before, and 
other expenses, making a total of 
$246,409.14, from which we may deduct 
$26,833.85 paid to policyholders, and we 
get an expenditure of about $200,000 for 
the realization of $167,000 of premiums ? 
A.—Yes. 

Q.—Under the head “Miscellaneous, 
the number of new policies reported 
during the year as taken 37,351, 42,779 
policies in force at the end of the year; 
no life annuities. Total number of in- 
dustrial policies in force at the end of 
the year 41,824, of which 11,412 in num- 
ber are upon infants of five years and 
under; do you see that ? A.—Yes. 

Q.—And 8,128 are upon infants _be- 
tween five and ten years of age? A— 
Yes. 

Q.—They have paid during the year in 
respect of the death of infants five years 
and under the large amount of $3,457.60, 
and in respect of infants between the 
ages of five and ten $1,181 ? A.—Yes. 

Q.—Then the termination of policies 
during 1905 appears to be as follows: 
there has been only, apparently, one 
death; am I right in that ? A.—That is 
in the ordinary class. 

Q.—To the extent of $1,000 ? A.—Yes. 

Q.—All the other deaths to the num- 
ber of 394 have taken place in the in- 
dustrial class ? A.—Yes. 

Q.—Then there has been a lapse in the 
industrial class of 24,045 whole life poli- 
cies, and of 292 endowment policies. 
Would you express an opinion as to 
that proportion? A.—The whole life 
policies, 24,045, it seems to be a very 
large number of lapses. 

Q.—What is the consequence of a large 
number of lapses from an_ insurance 
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standpoint ? A.—Well, it may be caused 
by the misrepresentations made by 
agents to the policyholders. A _policy- 
holder might receive a wrong idea of 
what his rights and so on are, and he 
may ultimately decide to let the policy 
drop. That would be one cause. An- 
other reason would probably be—and 
particularly in this class of business— 
the class of people dealt with. 

Q.—That would account for a large 
normal lapse ? A.—Yes, 

Q.—But I am speaking of an abnormal 
lapse—a lapse abnormally large? A.— 
Well, I do not know that I could specify 
any thing that would really cause an 
abnormal lapse. In this kind of busi- 
ness it is very imperfectly understood 
by anybody except those actually engag- 
ed in it. 

Q.—Can you leave a copy of this re- 
turn with us as an exhibit ? A.—We 
can let you have one copy and retain 
the other. (Exhibit 51.) 

MR. SHEPLEY. After luncheon I will 
want to look a little more into the de- 
tails of the returns of the previous year 
made by this company. 

(Adjourned for one hour.) 


Ottawa, Thursday, 29th March, 1908. 
AFTERNOON SESSION. — 
Examination of Mr. Fitzgerald (con- 

tinued). 

MR. SHEPLEY. Then it would 
seem, Mr. Fitzgerald, in the an- 
nual statement at the end 0of 
1902, there was not the detail given at 
all of these salaries, commissions and 
other expenses ? A.—You mean it was 
not furnished in the statement ? 

Q.—Yes, there is just the total in the 
expenditure statement of the $61,000 odd 
for that item, but no details of it any- 
where that I can see. There does not 
seem to be any detail of the salaries 
and commissions in the return for 1902 ? 
A.—No. 

Q.—The same applies to 1903, there is 
only the gross item on that account, 
$130,597.37 and no details of it at all? 
A.—No. 

Q.—In 1904 there is detail. Let me 
take 1905 as a comparison. In 1904 
the return shows, “Head office salaries 
- $19,301.81 as against $27,956.76 in 1905. 
An increase of over $8,000 in head office 
salaries (reads to end of statement), 
Those are the only two years in which 
you have any details of that item ? A.— 
Yes, the statement does not call for it, 
The detail is not called for by the state- 
ment nor by the Act. 
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Q.—Then I will have the return for 
1904 put in as Exhibit 52 on this branch 
of the inquiry. I suppose there is not 
any practical reason why the same de- 
tail might not be insisted upon in all 
eases as we find in this case during th2 
last few years ? A.—I do not know any 
reason why it should not be _ insisted 
upon, 1 think my rule was when | did 
that part of the work, when 1 did any 
of the inspecting, 1 used to get the de- 
tails and put them upon the blank my- 
self. At least I very often did that, 

Q.—You got the details from the 
books of the company during your in- 
spection ? A.—Yes, and in that way 
showed how the item was verilied. 

Q.—In that way you would be able 
to say whether there had been any ex- 
traordinary or unexplained growth in 
that item? A.—Yes, it would ‘be pos- 
Sible in that way. 

Q.—What do you find to be the pro- 
visions of the law in Ontario about this 
iniant imsurance ? A,—l1t 1s contaimed 
in section 150 of the Ontario Insurance 
Act, ‘he dirst clause is (reads) that is 
as to insurable interest, ‘Lhen the sec- 
ond clause is (reads). 

Q.—The restriction then runs from 
two years of age up to ten years of 
age? A.—Yes, 

Q.—And the restriction is as ‘to the 
total amount of imsurance from all 
sources? A.—From all corporations. 

Q.—From all corporations upon the 
particular life? A.—There is a pro- 
viso. (Reads proviso). That pro- 
vides for insurance in force in 1892. 

Q.—That did not affect pre-existing 
contracts of insurance? A.—No. 

Q.—But it restricted the possibility of 
infant insurance as the statute directs, 
including insurance from any number of 
insurers? A.—Yes. 

Q.—In other words, if there were two 
or three or five or six companies insur- 
ing the same life in the case of a child 
of two years of age, the total of all the 
polices must not exceed $32,00 I think, 
is the sum? A.—yYes, $32.00 for two 
years of age. 

Q.—And so on. Perhaps you have 
not had time yet to get me the list 
of the companies that engage in infant 
insurance? A.—Yes, I have that. Here 
it is. The London Life Insurance Co. 
The Metropolitan Insurance Company. 
The Excelsior Insurance Company. So- 
called monthly policies, the Excelsior. 
The North American Life Insurance Com- 
pany does no new business in this line. 
Polices taken over by the Union Life 
The Sun Life Insurance Company, what 
is called its thrift business. And the 
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are the companies. 

Q.—You say the North American is 
doing no new buisness in that? A.—No 
new business. 

Q.—Its business having been taken 
over you say? A.—By the Union Life. 

Q.—Have you in the department any 
correspondence or other records upon the 
subject of infant insurance, with the 
companies or otherwise? A.—I don’t re- 
member that we have. There may be 
a few letters between the Department 
and the Metropolitan, but I am not even 
sure of that. 

Q.—You will have them looked up for 
us? A.—If there are any. 

Q.—And see if there is any record of 
any kind in the department upon that 
subject. Does your inspection at all 
enable you to say whether in the case 
of the companies that do that sort of 
business the statutory limit has been 
exceeded in any way? A.—Well, as far 
as I am personally concerned, I have 
never made an examination as to that, 
for the reason principally, that I have 
not been doing that kind of work at all’ 
lately, but even if I were doing it, I 
don’t think it is a question that I could 
inquire into, for this reason: you might 
find that a company had insured within 
the limit, but there is nothing to show, 
and you have no means of ascertaining 
whether that same child was not insured 
by another company. 


Q.—Quite so, but your investigation 
might ascertain whether or not the limit 
was exceeded in the insurance contracts 
of any particular company? A.—It 
might. 

Q.—Then, are you able to say at all, 
having regard to these industrial poli- 
cies of all ages. what the average 
amount insured is? A.—The average 
amount of each policy ? — 


Q.—Take the Union Life policies for in- 
stance. There is the prohibition in the 
ease of the infants and we know what 
proportion the infant policies bear to 
the whole of the industrial group in a 
particular company. Would that at all 
enable you to express an idea as to. the 
average? A.—I think probably, there is 
sufficient data there by knowing the 
number of policies and the total amount, 
by dividing one into the other. I think 
that might be ascertainable. 

Q.—The average upon that basis I 
should take it, would be somewhat un- 
der $100.00 rather than over? A.—Yes, 
TI think it would. i 

Q.—Speaking, of course, of the indus- 
trial policies issued at all ages? A.—At 
all ages. Mr. Grant tells me that in 
‘he Metropolitan, the average would be 
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about $80.00. That is the company 
that does the largest industrial insur- 
ance business. 

Q.—And probably it is not unfair, for 
the time being, and for the purpose of 
a general view of the subject, to assume 
that the average would be about the 
same in other cases? A.—Probably that 
would be so. 

Q.—Now, there was a question that 
we were discussing yesterday, and you 
were good enough to say that you would 
make a rather more careful statement 
upon the subject than you cared to do 
offhand, with respect to the strength of 
your staff. Have you been able to do 
that? A.—TI have not been able to touch 
that question. 


Q.—I should, perhaps, have asked you 
another question upon that subject yes- 
terday. With the views that you have 
expressed with respect to the responsi- 
bility resting upon you and your staff 
and the amount of work you have to 
perform, and the insufficiency of the 
present staff, have you made application 
for an increase of the staff at all? A— 
Do you mean lately? 


Q.—Yes. A.—Well, the report that 
was read yesterday. 

Q—That is very recently? A.—yYes, 
there is nothing since then. 

Q.—Up to the time of that report of 
Mr. Blackadar’s? A.—It is a subject 
that was being very frequently spoken 
of between myself and the Minister, but 
I do not think on any occasion I ever 
made a written application. 

Q.—Do you have in your mind the 
mental impression that you have been 
refused any assistance which you re- 
quired? A.—I don’t think so. I don’t 
think I ever have been refused. No, I 
would not say that at all. Of course, 
now upon that question of what is a 
sufficient staff, that will depend upon 
circumstances. For the work which we 
have been doing and which, I think, is 
all we were authorized to do under the 
Act—it will be a smaller staff than 
would be necessary if we are supposed 
to do certain other work that possibly 
may have been indicated by the exami- 
nation that is being conducted. For in- 
stance we have been asked if all the pol- 
icy loans were examined; well, they have 
not been and we have supposed that the 
examination that has been made is suffi- 
cient, and that it would be necessary to 
examine every policy loan. Now, if we 
are to understand that that is to be 
done, it will take a good deal larger staff, 
and so with everything else. 

Q.—It is easy to generalize; I sup- 
pose you would say that the staff ought 
to be increased with the increase of the 
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duties that are cast upon it in the 
course of the administration of the Act? 
A.—Yes, : 

Q.—And I suppose, too, your staff may 
be smaller if it is individually more effi- 
cient? A.—Undoubtedly so, . 

Q.—A compact, efficient staff is better 
than a larger and less efficient staff? A. 
Sead 4. =): 

(J.—Are these . considerations which 
have taken up your attention from. time 
to time in the administration of your 
Department? A.—Well, 1 have always 
been anxious to get thoroughly, good 
men, 1 would rather have two or three 
or four really’ good men than nearly 
double the numben that were not quali- 
fied or indifferently qualitied. 

Q.—You have from time to time 
taken up your position upon the statuie 
as to the scope of the work of your De- 
partment? A,—yYes, I have, 

@.—Exercising in each case your judg- 
ment upon the construction of the sta- 
tute? A.—Yes. 

Q.—And your staff has been more or 
less accommodated to that view? A.—To 
a large extent, yes. 


Q.—Then I take up next a matter aris- 
ing out of the return made by the Fed- 
eral Life Insurance Company for the 
year 1903. ‘This is a book, as I under- 
stand it, which contains the returns in 
bound form, with any correspondence 
bearing upon it? A.—Bearing particu- 
larly upon it, 

Q.—I do not like to mutilate the book 
at all. We can understand that the 
book is in for the purpose of the par- 
ticular documents that are referred to, 
I see that on the 14th of June, 1904, 
Mr. Blackadar made a report or a memo: 
randum on his examination of the Fed- 
eral. We will take that up just as it 
is in the book. ‘(Memorandum on the 
examination of the Federal Life Insur- 
ance Co,” (afterwards marked Exhibit 
53.) (Reads from “The market values of 
certain bonds” to “ascertained cost 
price”) We will check that in the re- 
turns, When we look at the return we 
find, “Sao Paulo ‘Tramway Co.” under 
the ‘head “par value $25,000” and under 
the head “market value $29,241.18.” 
These are the first two figures that 1 


have read from the report of Mr. Blacka- . 


dar, The ascertained cost price he puts 
at $22.631.85 (continues reading memo- 
randum to “Is there any impropriety in 
a loan made in this way to an officer 
of the company.”) ‘The first matter then 
dealt with is a matter of the writing up 
so to speak of the cost of the three 
securities named so as to represent a 
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valuation upon which 4 per cent, should 
be realized, making a difference of $z1,- 
278 above the cost price. ‘he second 
inquiry is with regard to the difference 
between the cost of the Hudson Bay 
stock and the par and market value, and 
a’ query whether that is a class of 
security in which the company had a 
right to invest. And the third query 
is as to the loan to the President of 
the company. ‘hen you received a letter 
from Mr. Dexter on the llth of June, 
which is part of this group of papers, 
It is addressed to you (reads this letter). 
‘hen on the 16th of June you wrote to 
Mr, Dexter? A.—Yes. 

().—And this is the letter. (Reads from 

beginning to “in the direction of leni- 
ency.”) Were the corrected value put in 
the return? A.—I think so. That is 
my recollection of it. 
- Q@Q-—I see that in the case of the Sao 
Paulo the pen has been drawn through 
the market value, and it has been re- 
duced to the figure which Mr, Blacka- 
dar gives. So with the rolling stock 
bonds and so with the Montreal Light, 
Heat & Power Co, bonds. In every in- 
stance the correction has ‘been made. 
And the blue book is printed from the 
corrected returns? A,—Yes. 

Q.—Then you proceed, “1 observe also 
in your assets an item, Hudson Bay Co.’s 
stock.” (Reads to “I shall be glad to 
hear, from you at your earliest conveni- 
ence.”) ‘hen you received a letter from 
him written on the 17th of June, on 
which I see, 1 think in your handwrit- 
ing, a pencil memorandum “No answer 
required.” A.—Yes. 

Q.—(iReads from beginning to “We 
preter to retain them,”) He says “Il 
think I had some conversation with you 
last year.” Do you remember about 
that? A.—l1l think it is quite likely. 

Q.—Do you remember the conversa- 
tion? A.—No, | would not say that lL 
remember it precisely, 'but 1 do remem- 
ber having a conversation with him 
about the value of these securities upon 
a 4 per cent, basis. 1 remember that 
very distinctly. 

().—Lhat is prior to the time of this 
return? A.—No, it would be after that 
return and in connection with that re- 
turn. 

Q.—He is speaking here of a conversa- 
tion last year, that would be in 1903? 
A.—Yes, well, it is quite possible, Il 
don’t recall the conversation at the pres- 
ent time, 

().—He does not give what the gist of 
the conversation was or what impres- 
sion he carried away from it, just sim- 
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ply says “1 think 1 had some conversa- 
tion with you last year in reference to 
these shares.” ‘I'hen he goes on to say, 
“We were aware when we purchased 
them that we were not technically auth- 
orized to do so.” Do you remember 
whether there was any discussion of 
that the year before in the conversa- 
tion which he says you had? A.—Put- 
ting my memory together with what is 
contained in the letter, 1 have very little 
doubt that I spoke to him on the sub- 
ject and told him that as far as 1 could 
see they had no right to hold those par- 
ticular securities, 

Q.—Then he says, “If you wish us to 
do so, we can sell the shares without 
any loss, but we prefer to retain them.” 
What about that? A.—Well, as you 
observe, I did not answer the letter. I 
thought it was a matter which he must 
deal with himself. I have taken the 
position that I have no right to ask a 
company to dispose of securities that 
are not in accordance with the Act, but 
I have told them wherever the question 
has come up, that in the event of a loss 
they are personally liable for them. 

Q.—And I think we have had in- 
stances, or an instance, in which you 
brought pressure to bear in the case of 
unauthorized investments where there 
had been a loss?) With the result that 
the loss was made good? A.—The loss 
was made good. Just here I may men- 
tion that I think that Hudson Bay stock 
has been sold by the company and sold 
at a profit, as I understand. 

Q.—Did it appear in the return for 
1904 or was it after that it was sold 
out? Referring to the return for that 
year, it would seem that the Hudson 
Bay stock still appeared, the par value 
being $9,730 and the market ~value 
placed at $50,596. A.—The report for 
1904 is published in the following fear. 

Q.—I see that in 1903 they had 
$12,662 of this stock at par; in 1904 they 
had $9,730, and whereas the market value 
was alleged to be in the return for 
1903, $37,740.50 for the whole $12,000, 
the market value is alleged in the re- 
turn for 1904 to be $50,596 for the 
$9,730. Then this is the return for 
1905 and apparently the Hudson Bay 
stock has disappeared and in the income 
account is “Profits from sale of securi- 
ties $22,515.49 which would include what- 
ever profit was made out of the Hudson 
Bay stock? A.—Yes. 

Q.—Then the last clause of his letter 
refers to the loan, “Re Bank of Hamil- 
ton stock.” (Reads to “T shall, how- 
ever, immediately dispose of it.”) Can 
you tell by reference to the return for 
1904 whether that Bank of Hamilton 
stock had been got rid of before the 
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next return? 84 shares, loan of $11,000, 
since increased to $16,000. A.—It ap- 
pears here in the return for 1904. 

Q.—Do you remember whether you 
had any correspondence upon the sub- 
ject after the return for 1904, finding 
that stock still standing there as se- 
curity for this loan to the President ? 
A.—I don’t remember any -correspon- 
dence about it. 

Q.—Then is it found in the return for 
last year, 1905? A.—It has disap- 
peared, it does not appear now. 

Q.—Is there any indication to be 
gleaned from the réturn of 1905 as to 
whether that was replaced by other se- 
curities or whether the loan disappears? 
A.—There is nothing to show in this 
statement, because it does not give the 
name of the borrower. It gives the se- 
curities and the amount of the loan. 

Q.—The papers I have referred to in 
connection with the return for 1903 of 
the Federal Life and the return for that 
year will be an exhibit (No. 52), and 
they are embraced in this book. 

Then Mr. Fitzgerald desires to say 
that since I asked him about the aver- 
age amount of an industrial policy, Mr. 
Grant has made a computation and tak- 
ing the case of the two companies, the 
London Life and the Metropolitan Life. 
there is a difference between the two, 
the London Life having an average of 
$83.00 as stated before and the Metropol- 
itan Life somewhat larger, $120.00? A.— 
Yes, I would prefer to say that the gen- 
eral average would perhaps be in the 
vicinity of $100.00. 

Q.—Now I propose to ask you some 
questions with respect to certain reports 
which Mr. Blackadar has already de- 
posed to, and as to which he has 
given his account. In some instances he 
has left certain inquiries which he has 
said he would prefer to have you make 
an answer to. I do not know that I 
shall confine myself at all to the mat- 
ters that he has left open. I shall, per- 
haps, want in a good many instances to 
have your independent opinion. I take 
Exhibit 19: this is a group of papers in- 
cluding and accompanying a report of 
Mr. Blackadar’s of the 13th of February 
of this year in the case of the North 
American Life. His first paragraph is 
“Investments in securities other than 
Canadian.” Then he has a list of seven 
mortgage loans, all apparently upon 
property in St. Paul, aggregating $118,- 
901.72. Then he has a list of bonds of 
United States corporations. (Reads to 
“loans in foreign countries.”) Taking 
that subject up by itself, did you deal 
with that? A.—I wrote Mr. Goldman a 
letter regarding the securities outside 
Canada. 
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Q.—That letter is dated the 14th of 
Vebruary. (Reads this letter.) What 
is your view as to your power in re- 
spect of an excess of investments in for- 
eign securities? A.—I am of the opinion 
that I have no power to do anything 
with the company. I can just notify, as 
I have done there, call the attention of 
the parties to it, but beyond that there 
is nothing as far as I can see under the 
statute that I can do. 


Q.—You look upon your hands as" 


being tied in that respect? A.—I do. 

Q.—Well, then, Mr. Blackadar, in the 
second paragraph of his memorandum 
says that there are certain assets not 
included in the statement as returned. 
(Reads from “A Chicago & Milwaukee 
Electric Railway stock,” to “I have ad- 
ded these to the statement to be pub- 
lished in the insurance report should it 
be hereafter so decided.”) Was it in 
fact so published? A.—That is this pres- 
ent year. It will be published later. 

Q.—Is it to be published? A.—I think 
it will be published. 

Q.—When Mr. Blackadar was in the 
box, my learned friend Mr. Hellmuth, 
called his attention to a clause in the 
form of return and I want to ask you 
about that. Is your statement intended 
to elicit from the company a complete 
list of its assets? A.—Well, up to quite 
recently I had not fully made up my 
mind upon that point. Looking at the 
schedule and the form of the affidavit, it 
appeared to me not inconsistent with 
it that the company should keep some 
assets that were not inserted if any 
good reason appeared for that. Re- 
cently, however, I have submitted the 
question to the Department of Justice 
and have had a reply. Ido not 
know whether that question and reply 
has been put in. 

Q.—I do not think so. A.—I do not 
at the moment recall, although I am 
quite subject to be corrected. 


MR. HELLMUTH. Iam quite sure it 


is not in. A.—I know the documents 
have been copied. 


MR. SHEPLEY. Then, when you say 
‘up to a short time ago,” we can get 
the date accurately when we get your 
correspondence with the Department of 
Justice. Speaking approximately, up to 
what time have you been of the opinion 
that companies might withhold from 
their annual return some of their assets? 
A.—Until I got the opinion from the 
Department of Justice, I could not say 
that I had formed an absolutely definite 
view with regard to it. 


Q.—You cannot say you had up to 
that date? A.—No. 
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Q.—I understood you to say when I 
asked you first, that you had _ been 
rather of the opinon—I take it from 
your answer, that your opinion rather 
inclined to the view that the company 
might without objection seclude from 
disclosure in their returns some of their 
assets? A.—That it might be so con- 
strued; that is the effect of it. 

Q:—You now say you do not profess 
to have arrived at a decisive opinion up- 
on the subject one way or the other? 
A.—I think my view now is decided. 

Q.—I mean up to the time of this? A. 
—Up to that time. 

Q.—And about when was that? A— 
It was about probably some time in Feb- 
ruary of this year. 

Q.—You know there is a pretty exhaus- 
tive statement of assets in the schedule 
which is settled by the Treasury Board. 
Ist. The value of the real estate held by 
the company. Detailed statement to 
be given in a separate schedule. That 
would look as though it would include 
everything in the nature of real estate? 
A.—Read alone, possibly so, but reading 
it in connection with the affidavit I 
think it might possibly be capable of the 
other construction. All that the affi- 
davit reads is that they are the owners 
of the assets hereinbefore mentioned. 
That would not be inconsistent with 
their having something else that for 
some reason or other they did not see 
fit to disclose. 

Q.—This is the affidavit to be made by 
the President and the Secretary: (Reads 
from “beginning. “to end. “are ’ a 
full and correct exhibit of all the lia- 
bilities, income and expenditure and of 
the general conditions and affairs of the 
said company ?” A.—What I called at- 
tention to is that in the case of the 
liabilities, it says all the liabilities; in 
the case of the assets it does not say so. 

Q.—It says, are a full and correct ex- 
hibit not only of all the assets but of 
the general condition and affairs of the 
company ? A.—Well, possibly my con- 
struction may have been wrong, taking 
in that last clause. 

Q.—You speak now of your construc- 
tion; you spoke of it a moment ago’ as 
being possibly open to that construc- 
tion ? A.—Yes. 

Q.—And I understand that you do not 
profess to have formed a definite and 
decisvie view upon the subject ? A.— 
I did not until I got the opinion of the 
Department of Justice. Up to that time. 

Q.—Then you know the last item in 
the enumeration is, “all other ledger 
assets” ? A.—Yes, I admit that that is 
there. 
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Q.—And I suppose any assets shown 
in the ledger, upon a reasonable con- 
struction of that, might be supposed to 
find themselves in the statement, the re- 
turn ? A.—Naturally so, 

Q.—One would perhaps suppose. but 
for the way in which interests arise, 
which are different from what may be 
expected, that it would be always to the 
interest of the company to make as good 
a showing as possible? A—It would, 
that is the ordinary condition. 

Q.—And the ordinary motives which 
influence men would bring about a com- 
plete statement of all the assets ? A.— 
Yes. 

Q.—We have found during this inves- 
tigation that that is not so in some 
cases ? A.—Yes, in this one case for in- 
stance, what has been spoken of in the 
press as “silent assets,” 

Q.—Then my learned friend very kind- 
ly calls my attention to this fifteenth, 
under the head of other assets; I do 
not want to take up too much time over 
it, and it is not for me to express an 
opinion, but I think I am bound to press 
upon you the terms of the affidavit it- 
self, “a full and correct exhibit of the 
general conditions and affairs of the 
said company.” You do not of course 
get a full exhibit of all the affairs of 
the company unless you have what are 
called silent assets exhibited as well as 
all other assets ? A—That will of course 
be hereafter the construction put upon 
it, there is no question about that. 

Q.—And that is by virtue of the opin- 
ion of the Department of Justice ? A.— 
Yes. 

Q.—Well, then, that being the opinion 
of the department, I suppose what Mr. 
Blackadar has said here will stand; “I 
have added this to the statement to be 
published in the insurance report, should 
it be hereafter so decided” ? A.—Yes. 

Q.—(Reads from “Two small blocks of 
securities were sold during the year” to 
“T attach herewith Mr. Galley’s certifi- 
eate of the valuation.”) Then comes 
a statement of the real estate with a 
valuation by Mr. Galley amounting to 
$213,417. Then we come to his reply to 
your letter to him, which only dealt 
with the excess of the assets represent- 
ed by foreign investments over the 
amount provided by the statutes. We 
will see how he dealt with that, He 
writes on the 3rd of March. (Reads 
from beginning to “say more respecting 
the same.”) What do you say as to 
the observations of Mr. Goldman so far 
as I have gone through them? A.— 
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Well, I don’t think his position is ten- 
able at all. 

Q.—What do you understand him to 
mean when he says “The loans made 
upon United States securities are not 
lent out of Canada” ? A.—He thinks, 
as I understand that letter, that it is 
quite proper for a company to loan 
upon foreign securities if the loan is 
made in Canada. 

Q.—That is to a Canadian borrower ? 
A.—Yes. 

Q.—Or if the property is purchased. 
would that extend do you suppose in his 
view to where property is purchased from 
a Canadian, when foreign securities are 
purchased from a Canadian vendor ? A.— 
I don’t think that is what he refers to 
because probably the case did not come 
up at all. I don’t know what his view 
would be in a case of that kind. 

Q.—He says “The loans made upon 
United States securities which amount 
to $277,300’—that is paragraph © 0: 
paragraph 1 of Mr. Blackadar’s report 
upon Mackay’s preferred and common 
and on the Chicago & Milwaukee Elec- 
tric—that he says is not loaned out of 
Canada. Does the name of the borrow- 
er appear in the return? A.—It does 
not. 

Q.—He says “Is not loaned out of Caa- 
ada and therefore in our opinion does 
not come under sections 3, 4, 5 and 6,. 
and then he says the loans are upon call 
and have been paid off. What do you 
say with respect to that ? A.—The alle- 
gation is that it is paid off with the ex- 
ception of $6,000, and he thinks that sets 
the matter right. I suppose it is 
remedied as far as it can be to that ex- 
tent, if the loan.is paid off. Q.—Is that 
any excuse in your view? A.—It is no 
excuse. . 

Q.—For investing in unauthorized se- 
curities ? A.—I think it is none what- 
ever. 

Q.—‘The small balance is held as col- 
lateral to the Winnipeg Electric loan. 
and will be taken up immediately.” I 
suppose the same will apply to that. 
“The deposit in New York is in Cana- 
dian securities and therefore cannot be 
construed as a foreign investment,” lt 
seems to me Mr. Goldman is taking an 
opposite view perhaps from what he took 
in the preceding paragraph. What do: 
you say to that? A.—Jhat comes under 
another clause, It is deposited or loaned 
outside of Canada. : 

@.—And the foreign deposit has to be 
counted, not because it is a foreign in- 
vestment, but because it is a foreign de- 
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posit? A.—Because it is a foreign de- 
posit. He might very well put foreign 
securities there and bring the Canadian 
securities back to Canada, and it would 
better his condition to that extent. 


(.—"*You call attention to the fact - 


of the amount of bonds of United States 
corporations owned by this company,” 
(Reads to “for the maintenance of a for- 
eign branch,”) Perhaps you had better 
have the statute before you, Mr. Fitz- 
gerald. My learned friend Mr, Smith 
tells me that the word deposit is not 
in the section referred to. Will you look 
at that first? A.—Uhe clause is number 
6. ‘Lhe words of it are, “But in such 
event the total amount so invested or 
leant outside of Canada.” The word de- 
posited is not contained in that last 
clause. In clause 5 the words are, 
‘“Leant, invested or deposited,” The 
wording is a little different between 
clauses 5 and 6. In the clause referring 
to the Sun to which Mr, Smith re- 
ferred the words are “Invested or leant 
outside of Canada.” ‘lhere is a communi- 
eation from Mr, Macaulay on that sub- 
ject. 

().—Lhat is in connection with the 
Sun Life? A—yYes, in which he lays 
stress upon that. 1 think this was men- 
tioned a few days ago, and the view I 
then expressed 1 think is, as I under- 
stand it, that it may be a debatable 
point whether he is not right there in 
view of the difference between the dif- 
ferent clauses. 

Q.—Does that apply to the company 
we are discussing? A,—No, | think it 
does not. 

Q.—Why? A.—Lhe North American 
does not do business in Great Britain, 
The Sun Life does do business there, 
and so the Sun comes directly within 
that clause 6; the North. American does 
not. Il think that is the distinction. 

()—TLhe North American would be 
under section 4? A.—Yes. 

().—Then | will not pause to argue the 
meaning of section 6 as applied to the 
Sun, because we will have a further op- 
portunity of discussing that when Mr, 
Smith will not be under any restriction 
at all as to arguing it fully. In any 
case you say section 6 would not apply 
to the North American Life? A.—I 
think it could not, 

()—Leaving the point Mr. Smith has 
spoken of, let us get on to the next. 
He says “We have been advised that we 
have authority to make United States 
investments,” (Reads to “Not required 
by the law of that State if it be deemed 
desirable.”) What do you say as to 
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that? A.—Il think that position is 
wrong also. 

Q.—Why, with reference to the sta- 
tute? A.—‘Provided that when such 
investment.” (Reads to “Shall not ex- 
ceed $100,000,”) ‘hat appears to apply 
to a case where no deposit is required at 
all and in that case it is legitimate for 
them to have $100,000, but all such de- 
posits as that come in in the computa- 
tion that the total amount shall not ex- 
ceed the reserve plus 10 per cent. on the 
business outside of Canada, 

Q.—Under section 3, where they are 
not required to make a deposit in the 
foreign country they are entitled to in- 
vest to the extent of $100,000? A,—Yes. 

().—IThen under section 4 where they 
do business in the United States and 
have to maintain or desire to maintan 
foreign investment, they can go up to 
the 10 per cent. above their reserve, in- 
cluding any sum invested or deposited 
under the 38rd section? A,—Yes, the 
total amount including that $100,000. 

Q.—And including any deposit that 
may have been made according to the 
laws of the country? <A,—Yes. 

Q.—Must not exceed the reserve plus 
the 10 per cent.? A.—Yes, 

Q.—Lhat is your view of the statute 
and you say that this contention in that 
respect is in your view erroneous? A.— 
Yes, Mr, Goldman’s contention. 

(.—Then he says “As we are author- 
ized to transact business in five other 
States besides that of New York.” He 
would appear to justify investments to 
the amount of $869,969, How does he 
get that? A.—By adding $100,000 fer 
each State, ‘ 

(.—To $369,000? A.—Yes. 

Q.—Do you agree with that? A.—I 
don’t think so, . 


@.—It necessarily follows that you 
cannot agree to it if what you have al- 
ready said is correct with regard to the 
other. ‘hen perhaps it is too early to 
look for this in view of your other occup- 
pations in the meantime, Have you 
taken this up since? A,—1 have not, 


Q.—His letter was only on the 3rd of 
March and it has not yet been taken 
up. You are now, however, fortified 
with the opinion of the Department of 
See upon the one question? A,— 

es. 


@.—Then have you an _ opinion upon 
the other question which Mr, Goldman 
raises, the construction of these sections? 
Aiea NOs 


Q.—Do you feel clear about that your- 
self? A,—Sufficiently clear so that I 
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would not have thought of referring to 
the Department of Justice, 

Q.—Then I will take up a short mat- 
ter (Exhibit 28). On the 14th of June, 
1904, after an examination into the atf- 
fairs of the Home Life Association made 
by Mr. Blackadar he made a report or 
memorandum headed “Memo. onthe ex- 
amination of the Home Life Association 
of Canada.” (Reads from “First” to 
“Mr. A. J. Patterson.”) Is that the 
gentleman whose cheque was given? A. 
—The same gentleman. 

Q.—‘And Mr. James W. Curry, 
K.C., a director.” (Reads to “due the 
company by the directors.”) Apparently 
after Mr. Blackadar had consulted with 
you, that particular item was dealt 
with by the Department? A.—Yes. 

Q.—The return was rectified? A.— 
Yes. 

Q@.—And I think was rectified before 
publication ? A.—Yes, before publica- 
tion. 

Q.—In that case apparently you had 
the remedy in your own hands, you 
took the law into your own hands and 
set it right? A.—Just so. No ex- 
ception was taken of it. 

Q.—If exception had been taken to it, 
what would have been your attitude? 
A.—I think I should have felt inclined 
to do it any way whether exception had 
been taken to it or not and take the 
risk of its being objected to. Still 
there would be something in favor of 
allowing it to remain as it was. 

Q.—When you say something in 
favor, you mean, having regard to your 
powers? A.—Yes. 

Q.—I would like, if possible, that you 
would make that as clear to us as you 
can. Do you feel that you were strain- 
ing your powers at all in insisting upon 
altering the return for publication ? A. 
—Well, I think perhaps I was, as I think 
I have explained. As JI take it, I have 
no power to compel them to dispose of 
securities that are not under the Act. 
If they return them there I do not 
know that I have any authority to do 
anything with them but publish it. 

Q.—What you did here seems to have 
been effective? A.—Yes. 

Q.—How did that appear, or did it ap- 
pear in the return at the end of 1904 ? 
A.—The previous year do you mean? 

Q.—No, the following year; you say 
this was the return for 1903 that Mr. 
Blackadar had been investigating, and 
what you did with that or what he did 
with it after consultation with you was 
to charge the directors and put that in 
as an asset not by way of unauthorized 
security, but by way of debt of the di- 
rectors. What did the company do 
when it made its return at the end of 
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1904,. because what Mr. Blackadar had 
done was done during the summer of 
1904 in respect of the previous year’s re- 
turn? A.—It does not appear to be 
there. 

Q@.—Not as a debt of the directors 
nor aS an unauthorized investment ? A. 
—The item that Mr. Blackadar points 
me to is, “$166.25, amount written off 
ledger value of bonds.” Ido not know 
just how that arises. 

Q.—That may not refer to this, be- 
cause that does not at all agree with 
the item that was charged to the diree- 
tors in the return. Does Mr. Black- 
adar say that is in connection with 
this? A.—yYes, he tells me that it is. 

Q.—Perhaps Mr. Blackadar will as- 
sist you with the explanation of that? 
A.—They sold the bond at a loss of 
$166.25 apparently. (Refers to ex- 
hibit 16). 

Q.—That was Mr. Blackadar’s report 
for the subsequent year? A.—It was 
a second report. 

Q.—There is not any year mentioned, 
but this is exhibit No. 16 the report. 
It is at the end of the year during 
which Mr. Blackadar was investigating 
the returns for 1903. It is the investi- 
gation of the next year’s returns. Mr. 
Blackadar raises then the same ques- 
tions. Now weare in a position to state 
what was done upon your Department 
charging the directors with $918.75, the 
cost of these bonds. They did not 
adopt apparently that amendation of 
their account in their own bookkeeping, 
but kept on carrying this $1,000 of 
bonds until they sold it. A.—It would 
seem so. 

Q.—And when they sold it they made 
a loss of the amount stated in Mr. 
Blackadar’s subsequent report of 
$166.25, which they were in their own 
bookkeeping charging to the company? 
A.—Yes. 

Q.—That was, of course, directly op- 
posed to the item you had put into their 
return the year before by which they 
were charged with the whole cost price 
of the bonds? A.—Yes. 

Q.—We may as well finish that and 
then we will not have to deal with it 
when we come to the subsequent re- 
ports. What was done after Mr. Black- 
adar’s report of 1904? A.—In_ the 
first instance, I was in Toronto at the 
time, and went in and saw Mr. Patter- 
son. That was one of the matters that 
I mentioned to him and TI stated to him 
my view with regard to it that that 
would have to be made good, and I sub- 
sequently wrote him. 

Q.—I see a paragraph in your letter 
to him of the 20th October. 1995. in 
which you say “Referring to Mr. Black- 
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adar’s report, paragraph 17, refers to a 
loss of $166.25 in the sale of a bond of 
the Dominion Iron & Steel Company. 
The loss, although small, should be 
made good by the directors.” Was that 
assumed by the directors ? Perhaps Mr. 
Blackadar can tell you. A.—That let- 
tet was never answered. 

Q.—We can perhaps tell that from 
the returns of 1905? A.—I dare say 
it would be difficult to trace it, for this 
reason : during the year 1904 the Home 
Life and the People’s Life of Toronto 
amalgamated and the business on the 
3lst December, 1905, will cover the 
business or the assets, and, I suppose, 
the policies in force and everything of 
that kind of the united company, and 
it will probably be very difficult to 
trace that. There is a- letter from Mr. 
Stratton, the new President of the com- 
pany, having to do with the matter. We 
have it in the office and I can get it. 

Q.—It has not been made part of the 
record yet ? A.—I think not. ~ 

Q.—Then the other transaction men- 
tioned in the memorandum of the 14th 
June, 1904, which Mr. Blackadar speaks 
about is realization on the 3lst of De- 
cember by Mr. Patterson’s cheque of an 
unauthorized investment of $7,125, and 
the re-investment in the same security 
on the 2nd January ? A.—Yes. 

Q.—Now that seems to have been dealt 
with in the letter of the 30th of June 
from Mr. Patterson, Managing Director, 
to you. “I beg to advise you that the 
investment reported on the 31st Decem- 
ber has been disposed of and is repre- 
sented by a special deposit in the Do- 
minion Bank of $7,125, which I trust will 
be found satisfactory.” Is there any rea- 
son, by virtue of subsequent events, to 
doubt the bona fides of that? A.— 
There is not. 

Q.—That then would seem to have 
been made good ? A.—Yes. 

Q.—Then will you have Mr. Grant or 
some one look up that $166.25 and see 
if any trace can be found of what the 
directors did with that after your ulti- 
matum? A.—Yes, I will see if any trace 
can be found. Possibly the letter of Mr. 
Stratton will cover that point. 


Q.—We had better have that letter 
and make it part of the record any- 
way ? A.—We will bring that letter. 


Q.—That disposes of exhibit 28. Now 
exhibit 17 relates to the Central Life 
and is a memorandum made by Mr. 
Blackadar in February, 1905. He traces 
the history of the company since its 
commencing business on the Ist of April, 
1901, and he shows on the 31st of De- 
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cember, 1904, an impairment of capital 
to the extent of $20,176, I will not go 
through his figures but I will just read 
what he observes about the matter. 
(Reads from “An examination of the 
different” to “provincial licenses.”) You 
are familiar of course generally with the 
subject covered by that memorandum ? 
A.—I am. 

Q.—And that was a report made upon 
an application by the Central Life Insur- 
ance Company for a license ? A.—Yes. 


Q.—Now what are the circumstances 
which departmentally you take into con- 
sideration when a new company applies 
to you for a license or when a company 
applies to you for a license whether or 
not ? A.—Well the chief thing to be 
taken into consideration is the standing 
of the comany financially, whether it has 
as to policyholders, a good safe margin 
of assets over liabilities. 

Q.—Is it of importance, from a de- 
partmental standpoint, that the com- 
pany should be doing a profitable busi- 
ness ? A.—It is important in one sense 
of course. 

Q.—Is it not important in every sense? 
A.—Well, yes, I may say that it is im- 
portant in every sense, but it would not 
be an absolutely essential thing that it 
should be doing a profitable business in 
order to entitle it to a license. I take 
it the question of impairment for in- 
stances comes up there ? Q.—yYes, that 
is one question ? A.—Yes, the question 
of impairment; as far as granting a 
license is concerned it is not absolutely 
essential that the capital should be unim- 
paired, 

Q.—I can quite understand that a new 
company during its early life must 
necessarily show impairment of capital ? 
A.—Yes. 

Q.—Because it is expending its eapi- 
tal in the establishment and _ develov- 
ment of a business ? A.—Yes, 

Q.—But after a company has been 1n 
existence for three or four or five years, 
do you expect to see something different 
from that with a company well manag- 
ed ? A.—Well, three, four or five years 
I think would be considered too short 
a time to get over the impairment or 
to be even doing a very profitable busi- 
ness, having regard to the immense com- 
missions which it has become necessary 
to pay, for some reason or other, and 
the very large expenses. I don’t think 
any of the new companies that have com- 
menced business will be found to have 
begun to do a profitable business in so 
short a time as four years. 
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Q.—lIs it from the departmental point 
of view, good insurance business to be 
paying $158 for every $100 of premium 
received ? A.—It would not be good in- 
surance business if it was to continue 
for any great length of time because tt 
would show that the company was los- 
ing money and must ultimately fail; but 
if the company is getting an amount of 
good business upon its books it will alter 
the condition very materially. If there 
is good business got upon the books and 
premiums are being paid in, there is or 
should be a profit upon every premium 
paid taking into account the loading, 
when it is actually got on the books and 
there is no more expense in connection 
with it, every premium then paid is a 
profit to the company. 

Q.—Of course in the early life you 
have direct impairment of capital by 
virtue of the expenditure incurred in 
getting premiums ? A.—Yes, 

Q.—That is I suppose a fair enough 
thing and a thing to be expected. Then 
the time comes when in respect of in- 
surance which has already been writ- 
ten there ought to be a profit being 
earned, excluding for the moment the ac- 
quisition of new business? A.—There 
should be; upon the business on the 
books there should be a profit. 

Q.—And speaking normally that ought 
to be in the case of every policy, after 
the first year, because it, 38 
the first year that costs is it not? 
A.—The principal cost is certainly in the 
first year. 

Q.—After the first year the premium 
ought not only to carry the policy but 
ta yield a profit? A.—It should if the 
business is good. 

Q.—And if the foundation. the con- 
tract which the company issues. is a 
sound foundation? A.—Yes. 


Q.—Now, when you said three or four 
vears was not long enough. is it not of 
the nature of the thing that after im- 
pairment of capital has gone on for a 
while, dipping into profits earned by the 
earlier policyholders will take the place 
of the impairment of capital? I do not 
know if that question is clear to you. 
We have the impairment of capital first; 
then we have a policy which has caused 
by its being brought into existence an 
impairment of capital. That policy, as 
you tell me, ought by virtue of the pre- 
mium paid, to carry itself and to pro- 
duce a profit if the contract is ona 
sound foundation. Now, then, if the 
ratio of expense to premium continues. 
the company will in the first place resort 
to the profit which the other policies 
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have earned before it impairs its capital; 
that is almost fundamental is it not? A, 
—That is to say, if the expense is to 
continue very much more than the lead- 
ing on the premium, that it must come 
from some source? 

Q.—Yes, and it will come first from 
profits before the capital will be im- 
paired? A.—Yes, I suppose it would. 

Q.—You have policy A, which has 
borne its burden of expense to the im- 
pairment of capital. After it has borne 
that burden it ought to commence to 
carry itself and to earn a profit; if the 
ratio of expense continues it will lose 
the profit and it will not carry itself if 
the ratio of expense is sufficiently high? 
A.—Yes, I believe so. 

Q.—Then, if you take a company es- 
tablished in 1901, on the Ist of April, 
and you find on the 3lst of December, 
1904. taking into account not only the 
business in the first vear, but the busi- 
ness in all the years and averaging the 
expense between new and old business, 
that is business during a current year, 
and business written during previous 
years, you have still a ratio of 158 to 
100. what opinion do you express or en- 
tertain departmentally upon the con- 
dition of that company? A.—I should 
say it was not a very strong company 
to commence with, but still I don’t think 
it would be disqualified for a license, 
That appears to be the point at issue 
just now as to whether it ought or ought 
not to be licensed. 

Q.—Where would you draw the line 
between the granting and refusal of a 
license upon a company’s record of ex- 
pense? A.—Well. the record of expense, 
the expense ratio or the expense of a 
company is something that heretofore 
we have not thought we had very much 
power to deal with. 

Q.—Turn for a moment to vour li- 
censing power, the section under which 
the license is granted? A.—This com- 
pany would be licensed under clause © 
of section three. (Reads this clause.) 

@.—That is the section which makes 
it possible for this company to obtain 
a license? A,—Yes, 

Q.—Then if you turn to section 6. 
(Reads this section.) ‘“As soon as *he 
requirements of the Act are complied 
with.” A.—Well. the requirements of 
the Act are probably to be found in see- 
tion 12, 

Q.—“A statement of its affairs.” What 
is the object in your view of filing a 
statement of its affairs? A.—To show 
that it was solvent at the time, 

Q.—To show anything else? To show 
that its business methods were sound 
and that it was in a fair way of keep- 
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ing out of trouble? A.—Well, hereto- 
fore we have not deemed it necessary, 
and I don’t know that I should deem 
it necessary now as far as the Act is 
concerned, to go very deeply into that 
question. 

Q.—The statement of affairs must be 
required for some purpose? A.—Yes, as 
I take it the primary: object of that is 
to show that the company is and will 
likely be capable of paying its claims 
as they fall due. - 

Q.—lf you find that a company ever 
since its formation and its commencing 
to do business has year by year further 
and further impaired its capital and that 
during the history of its operations the 
ratio of its expenses to its income has 
been such a ratio as this, would you 
consider that state of affairs a satisfact- 
ory one? A.—Not a wholly satisfactory 
statement. I would rather in any case 
it was different, and yet as I have said. 
I would not think that that would he 
a sufficient reason why it should be 
excluded. Possibly I am wrong; possibly 
f have erred. but certainly in the par- 
ticular case of this license that was not 
taken into consideration, 

Q.—Lhe license was granted in 1905. 
Have you the return of the company for 
that year? A.—No, it is not here. I 
nave no doubt it has been received. 

(Adjourned to 10 a.m, on Friday ihe 
30th day of March, 1906.) 


Ottawa, March 30th, 1906. 
THIRTEEN THO DAY. 

the Commission resumed at 10 a.m, 
to-day. 

WILLIAM FITZGERALD—Examina- 

tion by Mr. Shepley resumed: 
_ &.—What have you brought this morn- 
ing? A,—lThe correspondence with the 
Union Life; that is copies of letters 
sent from the office. 

()—Lhese are arranged in chrono- 
logical order? A.—Yes. : 

MR. SHEPLHY, We will complet 
the fyle of the Union Life by inserting 
these in their proper places, ‘Lhe first 
letter 1 find is a letter of the 30th June. 
1902, written to Mr. Symons, in which 
you say “I have now before me”—(Let- 
ter read.) ‘That was the letter which 
brought in reply the documents for 
which you asked, the letter of the 2nd 
July was Mr, Symons’ letter, in which 
he sends you the copy of the trust deed. 
and speaks of the shares subscribed in 
trust, and says that the fjnancial state- 
ment will be forwarded at a later date 
when completed, ‘hen the next thing 
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is your letter of the 4th July, acknowl- 
edging receipt of the financial state- 
ment, and saying “Will you kindly send 
a list of the shareholders of the Agency 
Company, showing the amount of stock 
subscribed for by each and the amount 
paid thereon,” to which Mr. Symons re- 
plied on the 7th July, sending the list 
which we had before us yesterday. Then 
on the 10th July you wrote to the 
Devutv Minister of Justice the follow- 
ino letter “Re Union Life Assurance 
Company.” (Reads letter.) 

().—The shares referred to there were 
the shares in trust for the National 
Agency? .A-—Y¢é3, 

().—Lhat resolution of the 4th June, 
1902, referred to, is the resolution direct- 
ing the subscription and indemnifying 
the trustees? A.—I think so, 

@.—Il observe that you do not make 
enquiry whether or not it was within 
the corporate powers of the National 
Agencv to subscribe for this stock? A. 
—'Ihat is covered, in some way, | think, 
by a copy of the resolution, the charter 
followed by a resolution of the Board. 

().—The charter defines the powers to 
be those of manager or agent for in- 
surance companies? A.—But there is 
something further, and | certainly en- 
deavored to cover that point, 1 think 
it is covered, Il think | became satis- 
fied. 

().—You endeavored to cover that 
point from your own department? A,— 
PAGES 

Q.—On your own consideration? A,— 
Yes, 

().—I observe in some of the corre- 
spondence we were looking at yesterday 
a suggestion that under of the Joint 
Stock Companies’ Act for the Province 
of Ontario there might be power. Was 
that what you considered, or do you 
remember? A.—Oh, it is not definitely 
in my° mind, but | became quite satis- 
fied that they had power to do it. 

().—Power to subseribe for stock? A, 
—Yes: 

().—Give your attention now—and per- 
haps it is hardly fair. but you -may 
speak of it again—l would like you to 
speak off-hand now, if you can; would 
you be of the view that the powers dis- 
closed in the Letters Patent incorporat- 
ing the company were wide enough te 
permit such a subscription as this? A.— 
I would have thought not, from my re- 
collection of the matter, because I made 
further enquiry, 

Q.—lf at some time before your ex- 
amination is concluded, vou will try and 
repeat the mental operation you went 
throuch for the benefit of the Board, | 
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shall be obliged to you; that is, try to 
reproduce the discussion which took 
place in your mind which resulted in 
your forming that view. We already 
have Mr. Fraser’s reply to that? A,— 
‘Yhe original is in. 

Q.—On the 14th July you wired Mr. 
Symons ‘Send duly verified amended list 
of shareholders, substituting National 
Agency Company’”—(Reads), And that 
he did, as we saw yesterday? A.—Yes, 

Q.—Lhen this is your memorandum 
for the Treasury) Board—memorandum 
submitted in pursuance of your duty 
under the statute? A.—Yes, 

Q.—Dated 14th July, 1902, re Union 
Life Assurance Company, “his com- 
pany was incorporated by an Act of the 
Parliament of Canada, assented to on 
the 15th May, 1902—(Reads down to the 
words “In excess of the sum mentioned 
in the statute.”) That is arrived at 
how? A.—tThe accepted value? 

(.—Yes? A.—Well, they were all 
Municipals, 1 think. 

Q.—Yes? -A.—Then it would be 95 
per cent. of the market value of it. 

Q.—Not exceeding par? A.—Not ex- 
ceeding par in any case. 

Q@.—That is the requirement 
Statute as we have already seen? 
Yes. 

Q.—There is one question I should 
perhaps have asked you yesterday; in 
view of what subsequently took place 
with regard to the bringing in of capi- 
tal, as you showed to us yesterday, all 
these sums that went into the Union 
Life Assurance Company, coming from 
the subscribers to the stock of the Na- 
tional Agency Company, were credited 
as payments upon the stock in the Na- 
tional Agency Company? A.—Credited 
upon the uncalled stock? 

Q.—Is that right? A.—You mean the 
premium subsequently coming in? 

Q:—What is called premium on stock. 
appearing year by year in the income 
column of the life assurance company— 
those all came, as you told us yesterday. 
or must have come, from the share- 
holders of the National Agency? A,— 
Yes. 

@.—And coming from the shareholders 
of the National Agency were applied as 
payment upon their unpaid stock in that 
company; so that their stock would be 
gradually being paid up by this clause ? 
A.—There is no doubt that would be so. 

Q.—On the other hand, being put into 
the life company as premiums upon stock 
they did not at all pay up the calls 
in that company ? A.—No; that is cor- 
rect. 


of the 
tach 


6 EDWARD VII., A. 1906 


Fitzgerald Ex’d. 


Q.—Let me take you just a step fur- 
ther; I do not at all mean to suggest 
that this ought to have occurred to you 
at the time you were taking the opinion 
of the Department of Justice, or at the 
time you were recommending the Trea- 
sury Board; I am pointing out what took 
place afterwards. Then assuming that 
the Union Life Assurance Company found 
it necessary for any reason to call up 
its stock in order to pay its policy- 
holders or its creditors, it would have 
recourse against he National Agency 
Company, of course, for the $900,000 ? 
A.—Yes. 

Q.—Approximately. Then if in the 
meantime, by this device of bringing in 
paid capital in the National Agency as 
premium upon capital in the other com- 
pany, if by means of this device the 
capital stock in the agency company be- 
came fully paid up, there would be no 
recourse whatever against the sharehold- 
ers of that company ? A.—Of course as 
soon as the shareholders of the National 
Agency had fully paid up, there could 
be no recourse against them; undoubt- 
edly that is the case, but of course the 
jbalance due was $900,000. I think the 
capital of the Natiorial was inereased to— 

Q.—We did not see any sign of that 
yesterday ? A.—Oh, yes. 

Q.—I do not think so ? A.—There is 
a supplementary Letters Patent there 
under ‘which the capital was increased. 

Q.—Amongst the papers? A.—Yes. 

Q.—Let me refer to that, because either 
I have entirely forgotten it, or else it 
did not attract my attention; it was 
not amongst the papers yesterday ? A.— 
I think undoubtedly if it was not there 
it ought to have been there. Here is 
the document increasing the capital. 

Q.—You are quite right, Mr, Fitzger- 
ald; it is my omission to notice that 
there were two documents here that were 
different, both Letters Patent issued by 
the Province of Ontario, I taking it for 
granted yesterday that one was a dupli- 
cate of the other. You are quite right 
in saying that by Letters Patent issued 
on the 28th August, 1901, the capital 
of the Agency Company was authorized 
to be increased in accordance with the 
provisions of a resolution which had 
been passed by that company, from the 
sum of $100,000 to the sum of $500,000 ? 
A.—Yes. 

Q.—I do not know that that will af- 
fect he general result of yesterday, be- 
cause we were speaking of that com- 
pany yesterday as a company with a 
capitalization of $500,000. That in- 
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crease in the capital of the National 
Agency was not necessary for any other 
purpose, was it, than for the purpose 
of enabling money to be used to put 
into the coffers of the life assurance 
company? A.—Well, I don’t know 
of any other object. 

Q.—That is your memorandum for the 
Treasury Board, and upon that the 
license was issued ? A.—Yes. 

Q.—What is this document ? Letter to 
Arthur H. Phillips, St. John, P.Q. ? A.— 
That is in answer to a letter from a 
policyholder of the North American. 

Q.—I suppose the letter to which this 
is a reply could be obtained? A,—Il 
think it is likely it can be obtained. 

Q.—23rd December, 1903, from you to 
Arthur H. Phillips, Quebec? A.—Yes 
(Letter read.) 

Q.—What is this letter from J. F. 
Tufts to Mr. Fielding ? A.—It is mak- 
ing some enquiries. 

Q.—And this is a memo that you pre- 
pared ? A.—That I prepared for Mr. 
Fielding upon the subject. 

Q.—Wolfeville, N.S, July 12th, 1905. 
(Letter read.) That is hardly an accurate 
statement of the relationship between 
the companies, to say that the National 
Agency is an industrial branch of the 
life ? A.—No. 

Q.—What is the statistical year book ? 
A.—There is a year book published by 
the Department of Agriculture. Mr. 
Johnston was the statistician; I am not 
sure that that is what is referred to 
there. 

Q.—This gentleman seems to think 
that year book shows both the Union 
and National Agency ? A.—I will get it. 

Q.—Would it take long to get that 
year book for 1903 ? A.—Mr. Grant will 
telephone for it. 

Q.—Then this is the memorandum 
which, at the instance of the Minister, 
you prepared upon that communication? 
A.—Yes. (Letter read.) 

Q.—That enquiry, of course, was at a 
comparatively recent date; it was last 
year, July, 1905 ? A.—Yes. 

Q.—Then I suppose the letter was ans- 
wered probably, but you would not have 
a record of that ? A—I would not have 
a record of that. 

Q.—Then what else have you brought 
this morning ? A.—The opinion of the 
Justice Department in regard to what is 
known as silent assets, 

Q.—The opinion of the Department of 
Justice on the subject of what has been 
spoken of as silent assets ? A.—Yes. 

Q.—In what connection was it that 
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this opinion was asked ? In connection 
with what particular matter ? A.—The 
Sun and the North American; it is stated 
in the case— 

Q.—The companies whose operations 
had given rise to the question are both 
mentioned in the case ? A.—Yes. 

Q.—And they are the Sun and the 
North American Life ? A.—Yes. 

Q.—And is it in respect of the trans- 
actions which I have been- asking you 
about in those two companies that the 
question is asked ? A.—Yes, 


Q.—Then this is your first letter to the 
Minister of Justice, dated 3lst January, 
1906? A.—Yes. (Letter read.) 

Q.—You are speaking there of the 
form of return? A.—yYes. 

Q.—You stated the case there rather 
more fully than my examination of you 
yesterday did with regard to the con- 
tents of the schedule. “The par and 
market value of Canadian and other 
stocks and securities owned by the 
company, specifying in detail the num- 
ber of assets, par and market walue of 
each asset”; that is pretty sweeping ? 
A.—It looks to be sweeping. 

Q.—Can you get me the letter of Mr. 
Harpel, which is referred to here? Is 
there a copy in the Department? A.— 
No, there is not a copy of that letter in 
the Department. 

Q.—It is a letter apparently pub- 
lished in the Citizen newspaper? A.— 
Yes. 

Q.—And I suppose by a reference to 
the fyles of about that date it can be 
found? <A.—yYes. 

Q.—You do not make a _ reference 
there to the contents of the schedule in 
your questions? A.—Well, the sche- 
dule that is mentioned is what is con- 
tained in the Act. 

Q.—You say the schedule cannot rise 
above the provisions of the Act? A.— 
That is all. . 

Q.—You cannot demand more in your 
schedule than what the Act authorizes? 
A.—No, I look upon the schedule asa 
portion of the Act. 

Q.—On the 9th February, 1906, the 
opinion is given. (Reads opinion). 
That was the opinion of the Depart- 
ment of Justice? A.—Yes. 

Q.—You thereupon wrote upon the 
12th February, 1896, to Mr. Goldman 
and to Mr. Macaulay ; the letters are 
exactly alike, with the exception of the 
address? A.—Yes. 

Q.—(Letter read). Then you had a 
reply from Mr. Goldman, but none, I 
think, from Mr. Macaulay? So far as 
I remember, there is none from 
Macaulay ? A.—I searched and could 
not find any. 
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Q.—And the letter from Mr. Goid- 
i8th dav, March 30. 1906. 
action upon that yet? A.—That letter 
has not yet been answered. 

Q.—Has there been any departmental 
action upon it in any way? A.—No, 

Q.—Or any departmental decision ? 
A.—Except a decision to publish the re- 
turn, publish the information. 

Q.—To publish the information; have 
you determined in what shape? A.— 
Not precisely, but my idea is that 
carrying it in short there, as he de- 
scribes it. will be all that will be re- 
quired ; that is, mention the security 
and the amount of it. but not adding 
it to the market value. 

Q.—Not carrying it into book value ? 
A.—Not carrying it into book value. 

Q.—That you think would be suf- 
ficient 2? A.—I think so; I think that 
would be sufficient. 

Q.—You think that that would mean 
that the company has specified in its 
return all its assets, although, in re- 
spect of some of them, no value has 
been placed upon them? A.—No. If 
any different opinion might prevail, I 
would like to have it, if the commis- 
sion would express an opinion. 

Q.—I call you¥ attention to form A 
of the schedule to the Act; it shows 
a list of securities which are to be set 
out. in the statement, including par and 
market value? A.—That will un- 
doubtedly show the par value, but if, as 
Mr. Goldman says, there is no ascer- 
tainable market value, what can you do? 
You cannot publish what you don’t 
know. 

Q.—That would perhaps drive you to 
check the statement that there is no 
ascertained market value, but if you 
discovered that it had a market value, 
any particular stock of this sort, would 
it not fall, in your view, within this 
form? A.—I had not thought of it in 
that light. (Exhibit 54.) 

MR. LANGMUIR. It might be pos- 
sible to ascertain what is the market 
value, say in Milwaukee or Chicago. 

WITNESS. We will have to ascer- 
tain the value as well as we can. 

MR. LANGMUIR. It might be as 
well to have a footnote, showing the 
position of it. 

MR. SHEPLEY. Q.—Mr. Goldman 
suggests a purpose for the seclusion of 
these stocks in the interim; that is to 
form a nucleus for the additional re- 
serve which will be required in 1910? 
A.—Yes. 

Q.—Hayve you any observation to 
make about that ? © A.—TI think there 
is something in the correspondence 
brought down. Someone, a member of 
some company—and my present belief is 
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that it was Mr. Bradshaw—made a sug- 
gestion to that effect—that the Act 
should contain a provision requiring 
every company to set apart from year 
to year a certain amount, so that when 
the time came to change the basis of 
valuation there .would be a_ sufficient 
fund on hand to meet it; that is ap- 
parently what Mr. Goldman is really 
doing. 

Q.—That is what Mr. Goldman says 
these silent assets are intended to serve? 
A.—Yes. 

Q.—I do not think there is any trace 
of that in the correspondence with Mr. 
Macaulay upon the subject? A.—WNo, 
there is not. 

Q.—Speaking from your recollection, 
what is Mr. Macaulay’s position with 
regard to the contingent fund? -A.—It 
is this. that there could be no objection ° 
to the company being actually stronger 
than it puts itself before the public. 
There could be no objections to that. It 
soes to the country and does business 
upon the strength of a certain amount 
of assets. and there can be no objection 
in his view in the company having more 
assets than it advertises. } 

Q.—More than it discloses im its 
statement to its policyholders? A.— 
I think, shortly stated. that is his eon- 
tention. 

().—Do you offer any observation upon 
that statement of policy? A.—Well, as 
the Act is at present interpreted, of 
course that is no longer tenable; the 
position is no longer tenable. 

().—I am treating that as a declara- 
tion of policy upon the subject of tne 
maintenance of a contingency fund, and 
T am asking you to deal with that as 
a statement of a matter of policy from 
an insurance standpoint? A.—lIlt is a 
proper policy, in my opinion. that the 
company should be certainly as strong. 
and if it errs on either side it should 
have a little more than it advertises. 
but what | mean to say is that there 
always should be a safe margin—yes, lL 
should say a safe margin—between what 
is advertised and what is really _ pos- 
sessed. so that at no time would the as- 
sets go below the amount which the 
company sets forth that it holds; lL 
would not think, however, that a very 
larce amount was necessary for that 
purpose 

Q.—I think a great many _ people 
would agree with that as a genera! 
statement, Do you see any weakness 
in the declaration of that as a matter 
of policy? Do you see any weak points 
about it, from a countervailing reason 
of policy, or reasons? A,—There might 
be this reason: the policyholders might 
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take the view that they are entitled to 
have disclosed everything of every 
kind which the company has, and their 
doing that would probably show a larger 
surplus than would otherwise be shown; 
that being the case, they might be en- 
titled to have a larger division of 
profits, 

Q.—Lhat is intelligible and 
far as it goes. Is there any other—L 
won’t say conclusive argument, but 
countervailing argument, based upon 
grounds of policy that occurs to you? 
A,—There might be this further, that to 
have assets put aside in that manner 
might make it possible for the manage- 
ment to deal with those assets in an 
improper manner. 

Q.—A variety of methods probably 
would occur to you that might be pos- 
sible. If you have a silent or a secluded 
asset, which is not before the eye of the 
policyholder, what check have you upon 
the nature of the investment which is 
represented by that? In the nature of 
thinos vou cannot have any’ A.—No, 
you cannot very well. 

@.—Does it not offer the possibility of 
unauthorized investments 


clear as 


as the con- 

tingent funds assume a value? A.—No, 
I do not see that it does, 

Q.—You do not see how it does? A— 


No. 

Q.—Remember, | am dealing with this 
question of silent assets not at a time 
when there is any market value, but at 
a time when they have taken a value; 
thev ‘have taken a value in the case of 
the Sun Life, we are told, of nearly two 
miliion dollars. What check is there 
upon the method of investment of that, 
if these are secluded. not only from the 
eye of the policyholder, but from the 
watchful supervision of the Government 
Department? A.—Well, they have not 
been wholly secluded from the supervi- 
sion of the Department. 

Q.—lo that extent they are not se- 
cluded? A —wNo. 

Q.—But the intention is that they are 
entitled to seclude them? A,—Yes, 

Q.—I am talking of the policy of that, 
not the policy taken with the fact that 
they have not been able to _ entireiy 
carry it out? 

Wie. yt 1 Et. 
earry it out? 
again. 

MR, SHEPLEY, Q.—I am speaking 
now as a broad question of policy, a 
broad question of insurance policy from 
the standpoint of the policyholder, from 
the standpoint of the Government which 
is protecting the interests of the policy- 
holder. I am speaking now about a 


They never tried to 
A,—Put your question 


. 


Fitzgerald Ex’d. 


policy which permits to any extent 
assets of the company, after they have 
assumed a value, of being withheld 
from the Government and other re- 
turns? A.—As a matter of policy I 
think they should not be withheld. 

Q.—Does it occur to you that, how- 
ever high-minded a trustee may be, that 
it is not well that he should be able 
to say “Ll have assets which | am not 
disclosing”? A,—l do not think it is 
a wise policy. 

Q.—In the case of the Sun Life, not 
speaking in detail at all, there was un- 
authorized investment in respect of 
those assets, was there not? A,—Well, 
only, I think, to this extent, that certain 
securities were held beyond the limit 
which was authorized— 

Q.—I call that an unauthorized  in- 
vestment, If you have invested in a 
fund to a greater or less extent than 
you are authorized by law to invest in 
it, I call that, to the extent of the ex- 
cess, an unauthorized investment? A,— 
Yo that extent, it is correct, 

MR. SHEPLEY. Mr. Smith thinks it 
is fair, and I think it entirely fair, to 
say that in pursuing this enquiry into 
the realm of policy, 1 am not at all anx- 
ious that anybody should lose sight of 
the fact that in the particular case of 
the Sun Life these assets were put in a 
foot note before the correspondence 
came up. In my questions 1 was not at- 
tempting to deal with a concrete case £o 
much as with the question arising out 
of the abstract principle, 

THE CHAIRMAN: I understand. 

MR, SHEPLEY, Q.—Two questions, 
not upon this subject, but upon another 
—and 1 am very anxious that no false 
impression should be created. Your 
Honors will see that it is impossible to 
conduct the enquiry without appearing 
to be treading upon people’s corns be- 
fore the time comes for treading on 
corns. But I do not desire in advance 
to create any false impression at all, I 
am asked to ask you two questions in 
regard to the Sun Life, in regard to the 
reduction in respect of reserve, in the 
first place, was not the rate of interest 
in 1899 lower than it is now? That is the 
question that Mr. Smith desires you to be 
asked—the prevailing rate of interest? 
A.—I believe that is so. 

Q.—Then the other question is 
Whether, when the Act of 1899 was 
passed, the Sun Life complied with it? 
A.—Oh, yes, necessarily, they had to. 

Q.—They did, at all events? A.— 
Yes. : 

Q.—Before they were obliged ‘to? A. 
—They have now put themselves upon 
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a 3 1-2 basis, although they were not 
obliged to do that until 1915. 

Q.—The question as to the wisdom or 
policy of doing that is another matter? 
A.—Yes, as a matter of fact, that is 
done. 

Q.—We have the statistical year book 
for 1903, and Mr. Tilley has been good 
enough to refer to the pages spoken of 
in Tuft’s letter, pages 600 and 608. He 
speaks of the Union Life statement, or 
the figures of the Union Life, including 
the National Agency. There is noth- 
ing upon the face of the book to indi- 
cate that, and it is just possible we may 
have confused the National Life with 
the National Agency, which is another 
company appearing in the list? A.— 
Pages 600 and 605. 

Q.—It may be included in the total 
under Canadian policies on page 605, 
but it is not mentioned by name on that 
page? A.—No. 

Q.—What is the next? A.—This is 
a memo with reference to infantile in- 
surance, which Mr. Grant has prepared. 

Q.—This is an historical statement, 
is it? 

MR. GRANT. It is in answer to 
a question on your. order _ paper, 
for any correspondence relating to the 
subject of child insurance. We have ~o 
such correspondence, but I have jotted 
down a few of the legislative enactments 
in regard to it from the point of view 
of its being harmful. 

MR. SHEPLEY. I am much obliged 
to you for that, and instead of making 
it part of the record I will make it part 
of my brief. It is an historical state- 
ment on the subject. 

Q.—What else have you? A.—I have 
this in regard to the Central, the letter 
which I have shown. 

Q.—With regard to the Central Life, 
this is a letter written by you on the 
29th September, 1903, to Mr. Blackadar, 
written from Prout’s Neck, where you 
were with your son who was ill? A.— 
Yes. 

Q.—The greater portion of it is upon 
private matters, and I do not touch it 
at all. At he top of the second page 
these observations occur :—“The Central 
Life Insurance matter can stand until I 
get back. What do you think of it? I 
do not like so many of those small weak 
companies. Some of them will fail one of 
these days, and should that be the case 
1 would-rather the failure took place 
when not under our jurisdiction,” ‘his 
is an extract from your letter to Mr. 
Blackadar on the 29th September, 1903. 
Then this letter was written to you 
while still away, on the 3rd October, 
1903, by Mr. Blackadar ? A.—Yes, 
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Q.—(Reads letter). “To be strictly 
accurate, that should have said ‘Not 
exceeding par’”? A.—Not exceeding 

ar. 
: Q.—Then the rest of the letter is 
about a different matter? A.—TI think 
that is the only matter referring to 
this. 

Q.—Has that anything to do with it, 
the Imperial and ‘Reliance? A.—No, 
that is two fire companies. 

Q.—There is something said here 
about some correspondence with Mr. 
Goldman ; I would like that looked up? 


A.—I think that is in ; as I recollect it, 
it is with reference— 

Q.—It is about the desire for legisla- 
tion increasing the powers of life insur- 
ance companies? A.—My recollection 
is that it is in. It is in reference to 
giving them consent to buy certain se- 
curities. 


MR. SHEPLEY. This will go in 
with the report of Mr. Blackadar in the 
same exhibit regarding the Central Life. 

Q.—Is there anything else? A.—I 
think that is all. 

Q.—Now, I want to go on from the 
matter of the Home Life, which was 
touched upon yesterday in a report 
made by Mr. Blackadar for 1903, and 
deals with the matter that he took up 
in 1904, or after 1904. You, of course, 
have seen this report of which this is a 
copy, and which is in paragraph 18? A. 
—I have no doubt seen it although I 
do not remember the full contents of it. 


Q.—This is a matter of the same 
nature as the Central Life—that is 
partially, at all events—in respect of im- 
pairment of capital ; you, spoke yester- 
day of the normal impairment which 
may be expected to take place in the 
first few years of the,operations of a 
new company. This is a company be- 
ing reported upon in 1905 in respect of 
its operations up,to the end of 1904, 
the company having commenced business 
in 18922? A.—1892; that would be as 
an assessment company ; it did not go 
to a level premium basis until it ob- 
tained a second Act of Incorporation. 


Q.—That would be in 1899? A.— 
In 1899. 

Q.—Then it would be from 1899 to 
1904—a period of five years? <A.— 
Yes. 

Q.—This is the statement: I will go 
through it quickly, because we have 
been over it before, and I ‘want you to 
seize yourself of it as I go, so that you 
may answer my questions. ‘Continued 
aS an assessment company until its 
charter was amended.” (Reads). We 
will come to paragraph 4. (Reads). I 
pause there to ask you just as I did 
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yesterday in the case of the other com- 
pany, whether, having a regard to the 
length of time this company had been 
in existence, that was a normal or an 
abnormal impairment of capital? A.— 
That is after practically five years ex- 
istence ? 
: Q.—Yes ? A.—It seems a little 
large, but I would not say that under 
existing conditions and the cost of ob- 
taining business that it would be in- 
ordinately large. 

Q.—yYou say it seems a little large, 
but you cannot say it would be inordin- 
ately large? A.—No. 

_ Q.—Having regard to the existing con- 
ditions? A.—Yes. 

Q.—What percentage of capital 
would you expect to get in five years, 
or to be left by way of impairment at 
the end of five years of reasonably suc- 
cessful operation? A.—I could not 
make an estimate. 

Q.—Because here you have on this 
statement, apart from the written up 
value of the head office building, you 
have $108,000 out of $167,000. That is 
a very large percentage. It seems to 
me I am not sufficiently familiar with 
the subject to express any view about 
it? A.—Nor am I sufficiently fa- 
miliar with it to express anything like 
a positive opinion with regard to it, 
what it should he. 

Q.—Then in the same way, excluding 
the amount written up on the Home Lite 
building, it shows an increase in impair- 
ment from year to year; the impair- 
ment in 1899 was $11,000. There are 
odd figures, but I am just taking the 
round figures. In 1900 $22,000, in 
1901 $37,000, in 1902 $63,000, in 1908 
$77,000, in 1904 it had risen to $108,000. 
Are those figures to an insurance expert 
significant in respect of the question 1 
am interrogating you about? A.— 
Yes, they seem to be. That was a 
very rapid rise there in the last year, a 
very rapid increase, and it would seem 
to me that there must be some cause 
for that, I should suppose, in the nature 
of want of capable management in some 
form, or it could not be so rapid. 

Q.—We will see whether you get any 
explanation of that by the further 
analysis made by Mr. Blackadar. In a 
normally well-conducted insurance busi- 
ness, should you not, at the fifth year, 
begin to replace your capital, rather 
than increase it by an unprecedented 
amount? A.—I do not think any of 
the new companies of late years have 
come to the turning point in five years, 
where the capital ceases to be impaired, 
and ceases— 

Q.—I do not mean ceases to be im- 
paired? A.—I do not mean that ex- 
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actly, but where the impairment ceases 
to increase. I do not think any of the 
new companies have arrived at that 
point in five years, 

Q.—Can you state in a general way, 
because I would not expect you to do 
more, when normally you would expect 
to see the impairment commence to be 
made good? A.—That is a question of 
practical insurance that hardly comes 
within my sphere. 

Q.—It is a question of observation, 
because you have had the affairs of in- 
surance companies under your eye for 
a great many years now? A.—Well. it 
is a question then that I have never 
taken up and looked closely into. 

Q.—You say you have not made it a 
study with sufficient closeness to ex- 
press a view about it? A.—No. 

Q.—Mr. Blackadar says he has made 
an analysis of the general expenses of 
the company for the last four years, 
and he has divided them equally into 
commissions, salaries and other ex- 
penses, and then made a total in each 
year. “In salaries are included  ex- 
ecutive officers’ salaries, salaries of 
clerks, agents’ salaries, directors and 
auditors’ fees, the other expenses in- 
cluding taxes and miscellaneous. ex- 
penses as given in the returns; for the 
year 1901 the commissions were $16,000; 
1902 $34,000 ; 1903 $31,000; in 1904 they 
dropped to $28,000. Is that progres- 
sion significent to you at all in conec- 
tion with the matter I am asking you 
about? .A.—The amount of commis- 
sions? 

Q.—Yes, from 1901 to 1902 the jump 
was $18,000. Then there was a drop 
of $3,000, and then a drop of another 
$3,000 for commissions in 1904. Would 
that indicate anything to you? A.— 
Not necessarily. If the business was 
rapidly increasing of course the com- 
missions might increase. It might re- 
sult from either a rapid increase of 
business or an increase in the rate of 
commission. BS 

Q.—Then take the next item, salaries: 
$20,000 for 1901, $23,000 for 1902, $26,000 
for 1903, and for 1904 $31,000? A.— 
That is a large increase in the last 
year $7,000. Apparently the insurance 
mangers have been giving themselves 
good salaries. 

Q.—Take the increase in the four 
years of $11,600? A.—That increase 
might be accounted for in this way: by 
giving the agents salaries who had been 
previously paid by commissions, 

Q.—Then the other expenses for the 
four years are $12,000, $20,000, $17,000 
and $17,000. Those are taxes and mis- 
cellaneous expenses as given in the re- 
turns, and the totals rise from $49,000 
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to $77,000 in 1902 ; that, I suppose, has 
no more significance as a total than its 


constituents have? A.—I do not think 


it. 

Q@.—He has separated the renewal 
premiums, and I would like you to look 
at that. Those are amounts received 
for renewal premiums and _ first-year 
premiums in each of those years. You 
see the amount received for first-year 
premiums—just take two years—drops 
from 1903 to 1904 from $36,000 to 
$31,000, or $5,000 less; you see that ? 
A.—Yes. 

Q.—And you see in respect to renewal 
premiums the increase in those two 
years is from $81,000 to $98,000 ? A.— 
That would appear to indicate less new 
business. 

Q.—And more renewals? A.—More 
renewals and therefore fewer lapses. 

Q.—Ought that not to indicate a de- 
crease in expenses? If you are writing 
less new business and receiving more 
renewal premimms, ought not your com- 
missions to be less? A.—Yes, I should 
think so; I should think that is a fair 
conclusion. . ete 

Q.—And you see, taking commissions 
and salaries together, they have very 
considerably increased. Does that fact, 
when it is called to your attention, pos- 
sess any significance to you? A.—The 
fact that the expenses have increased 
while they apparently should not ? 

Q.—Yes, having regard to the re- 
ceipts they should not have increased ? 
A.—1 can only say that that would 2- 
pear to indicate incapable management 
in some quarter; just where to locate 
it I could not say. . 

Q.—Then do you agree with Mr. 
Blackaday’s assumption in the next para- 
graph that 15 per cent, of the renewal 
premiums may be expended ‘in carrying 
on the old ‘business of the company, 
that that is a fair average? A.—1l think 
it is, 

().—And that the balance of the load- 
ing and all the loading on the first 
year’s premiums may be used for pro- 
curing new business? A.—How is that? 

()—And that the balance of the load- 
ing on all the loading on the first year’s 
premiums may be used for procuring 
new business; 1 want to know what you 
think as an insurance principle, is it 
legitimate to use the loading placed upon 
renewal premiums to diminish the cost 
of obtaining new business? A,—There 
does not seem to be any serious 9b- 
jection to that. It is added there that 
the loading is for the purpose of ex- 
pensés. 

Q.—Should not the loading to the re- 
newal premium in theory be a loading, 
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at all events, in respect of carrying and 
providing reserve and profits for the 
policy of which it is a renewal premium? 
A.—ihat would be upon the assumption 
that the loading upon the first year’s 
premium is suflicient to obtain the in- 
surance, lt is not as a matter of fact; 
it is not one-third enough. 

Q.— Lt, is found ynotitoabe?’? A.—[t as 
found not to be. 

Q.—But m theory that is what it 
ought to be? A.—Yes. 

(.—In theory that is the ideal con- 
dition of a first premium? A.—Yes. 

Q.—That it is loaded sutliciently to 
pay for the expense of getting it? A.— 
Yes. 

(J.—In practice, however, that is not 
found to be so? A.—Impossible to do 
business upon that basis, 

Q.—And moneys received by way of 
loading the premiums from old policy- 
holders, which might be expected to be 
set apart for their profits, have to te 
used in meeting the expense of obtain- 
ing new business; that is right? A,— 
That appears to be correct. 

Q.—Lhat appears to be so? A.—Yées, 

Q.—Now, if you will, if you can, ft 
think we should like to have your opin- 
10n aS an insurance man upon that asa 
question of insurance policy? A.—As to 
whether it 1s wise? 

(.—Whether an insurance system 
which has developed such a condition as 
that in respect of loading upon its pre- 
miums, by virtue of the excessive cost 
of obtaining new business—whether that 
is sound insurance? A.—lf it is possible 
to avoid it, I do not think it is sound 
insurance; that is coming to the ques- 
tion of expenses, 1 think it is agreed 
by every company, and by everybody 
in the business, that the expenses are 
larger than they ought to be. 

Q.—And why? A.—Well, 1 suppose it 
arises from the competition amongst the 
different companies, and the desire of 
each company to secure as much as pos- 
sible, and the contention, possibly, bde- 
tween the different companies, to see 
who can secure the most, 

Q.—I suppose the legitimate way, if it 
were not for competition, would be to 
load the first premium with a sufficient 
amount to cover the cost? A.—Well. 
that brings up a question iusat 1 think 
is purely actuarial. It has been sug- 
gested, not that it should be loaded, but 
that for the first year it should be con- 
tinued as term insurance, and at the 
end of the first year that the whole first 
premium would be wiped out. ‘hat is 
not the theory which is generally ac- 
cepted, however, 
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Q.—Lhat is not the theory upon which 
business is being done? A,—No. 

Q.—And is it not all the result of 
competition for business among these 
numerous insurance companies? A,— 
Well, I do not exactly catch the drift of 
that last question, is it not all the re- 
sult? What is it you refer to when you 
say that? — 

Q.—AH that we are speaking about, 
the inadequate loading upon the first 
year’s premium, and the consequent re- 
sorting to the premiums on old poli- 
cies for expenses for obtaining insur- 
ance; is that not the result of competi- 
tion, or if there is any other element 
entering into it, let us know? A.—Wiul 
your idea be that the first premium 
should be any larger than any of the 
others? 

(—No? A.—lf that is so, it could 
not be carried out in practice, 

Q.—No. If it were not for competi- 
tion would the cost of obtaining new 
business be anything like what it is? 
A.—Certainly it would not, if it were 
not for the competition. I1f companies 
employed no agents at all, allowed ‘he 
men who wanted insurance to comé to 
the office and get insurance, there would 
not be the expense there is now. 

Q.—In what way does the competition 
operate to increase the expense? Is it 
because the agent is tempted, by a 
larger slice out of the premium by way 
of commission, to push the business? —A. 
—That would be one way, Each com- 
pany is vieing with the other in order 
to get business, giving to an agent a 
larger commission than he can get else- 
where in order to stimulate him to go 
on, and then again it may be a question 
or rebating, because another agent, in 
order to secure business, instead of get- 
ting the full premium, throws off one 
half, something of that kind. I think 
these all combine towards increasing 
the price, 

Q.—Is the fact that an agent in the 
course of competing with other agents 
finds it expedient to make rebates, wn 
element which enters into the fixing of 
his commission? A.—That is a practi- 
cal question. 

Q.—That again you say is a practical 
question? A.—Yes, 

Q.—Are you acquainted to any 
extent with the actual practice 
in respect of rebates? A—Il am 
not. I think some years ago an agree- 
ment was entered into between the com- 
panies not to grant rebates at all, but 
my recollection is that it was never car- 
ried out, that none of the people who 
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subscribed to the agreement ever carried 
it out in full. There was at one time 
a Bill introduced into the Commons here 
to prevent rebates. I remember the cir- 
cumstance. The Bill got its second 
reading, and it came to the Committee 
on Banking and Commerce and was 
killed. 

Q.—Whose interest was it that it 
should not be passed? A.—Well, there 
appeared to be a variety of interests. I 
remember very well an argument of this 
kind was used in committee: “If I have 
made up my mind to take out a policy 
upon my life, I know 1 particular agent 
and I prefer to give him the business, J 
go to him and say: “Now, that is a 
large premium; cannot you lower it?” 
Well, the agent will say to him: “I get 
a certain commission out of that; say 
it is $50; I do not mind dividing the 
commission with you; you take the pol- 
icy and I will take half that commis- 
sion”; and in that way it would go on. 
It was put that way. If that occurs, 
as one of the members of the committee 
said, it is nobody’s business whether 
that agent takes less commission that 
he is entitled to or not”; and several 
took that view. 

Q.—Did that appear to be the argu- 
ment which prevailed? A.—That ap- 
peared to be the argument which pre- 
vailed. 

Q.—Of course it is easy to pick out 
flaws in that position? A.—However, 
that was the end of the Bill. There was 
at one time in Ontario a law— 

Q.—You do not want us to sup- 
pose that the interest which was con- 
cerned in killing the Bill was the inter- 
est of the insurer, the person to be in- 
sured. That representation may have 
been made, but was that the interest 
which was’ interested in killing the 
Bill, as you put it? <A.—TIn the argu- 
ment that I have just mentioned, I have 
no doubt it was the interest of the as- 
sured, the particular person who made 
use of that argument. It was in his 
interest. 

Q.—I should have expected that sort 
of argument to come from those con- 
cerned in the insurance companies push- 
ing business? A.—It might operate both 
ways, but I have no doubt the person 
who used that argument, in that com- 
mittee thought it would be injurious to 
him if it was put the other way. 

Q.—Who were represented? Was there 
anybody but insurance people repre- 
sented before the Committee? Were peo- 
ple there, either really or ostensibly, in- 
the guise of poor policyholders? A.— 
No, I do not remember that there were. 

Q.—There were insurance people 
there? A.—TI think the principal people 
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that were there were simply members of 
the Committee, members of Parliament 
and members of the Committee, and I 
do not at present recollect that there 
were any outsiders at all. . 

Q.—You do not remember’ whether 
there were any insurance people repre- 
sented? A.—Of course, the insurance 
people, the companies, have all along, I 
think, been desirous, if they could, to 
prevent rebate. 

Q.—Is it not manifest that it is grossly 
unfair to the great body of policyholders 
that they should stand upon a different 
footing with regard to this question of 
rebate? A.—Certainly it is, it is very 
unfair. If one man is compelled to pay 
the full premium, and another man gets 
the percentage off, it is unfair to them. 
and should be prevented, but the ques- 
tion is how to prevent it. 

Q.—Is there any argument that pre- 
sents itself to your mind—I do not wish 
to exclude even a specious argument— 
in favor of the system of rebate? A.— 
No, there is not. 

Q.—That was a divergence, in a sense, 
and in another sense it was not. Mr. 
Blackadar’s report goes on to divide up 
the fifteen per cent. taken out of the 
renewal premium for the purpose of car- 
rying on the old policy, and he divides 
it in this way: “Apply five per cent. to 
commissions, five per cent. to salaries, 
and five per cent. to other expenses.” Do 
you agree with that division on the mat- 
ter of principle? A.—I should think 
that would be a fair division. 

Q.—That is, you may assume, when 
you have taken this 15 per cent. as ap- 
plicable to the business of the old policy, 
you may assume it costs five per cent. 
in commissions, out of that 15—that is 
one third of 15 per cent.—and five for 
the salaries of the officers of the com- 
pany, and five for other expenses? A.—- 
Yes. ; 

Q.—“Assume these ratios constant, 
the actual ratio of these expenses in re- 
spect of the new premiums will be as 
follows’—and then he gives the table. 
(Reads table). And he shows the ratio 
increasing with the exception of one 
year; so that while the total expense 
was $154.77, on the new business, as 
against fifteen on old in 1901, in 1904 it 
is $195.66 on new to the constant fifteen 
for old. Has that a significance to your 
mind in connection with the business 
which this report professes to cover? 
A.—For some reason or other the new 
business was costing entirely too much. 

Q.—Assuming a constant ratio of the 
fifteen per cent? A.—Yes. 

Q.—Apparently it was costing? A.— 
Nearly two whole premiums. 
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Q.—Nearly two whole premiums to get 
$100.00 of premiums, paying $195.66 in 
expenses. Well now, Mr. Fitzgerald, what 
do you say to a business whose opera- 
tions result in an analysis of that kind ? 
A.—It would seem that that business was 
being conducted at a loss, 

Q.—At a very serious loss ? A,—Yes, 
and at a loss which, if continued for any 
great length of time, must result in the 
failure of the company. 

Q.—As Mr. Blackadar says, “If these 
ratios are maintained it will be but a 
few years before the remainder of the 
paid-up capital is wiped out.” There has 
been $108,000 out of $167,000, I think it 
was, already gone and it would be but 
a short time before the rest would go. 
From the standpoint of the policyholder 
—leaving out of the question the stock 
holder—what do you say as to a business 
of that sort being permitted to continue? 
JT beg the question for the moment as 
to whether you could prevent it or not 
—but as to the policy of a business show- 
ing those results, from the standpoint 
of the policyholder, what do you say ? 
A.—From the standpoint of the policy- 
holder I think it is very questionable 
whether it should be. 

Q.—Then the next paragraph”in the 
report deals with the writing up of the 
asset, the Home Life Building. That was 
dealt: with in a»way which was satia- 
factory to the Department by Mr. 
Blackadar ? A.—Yes. 

Q.—Then I will not take up time with 
that. The writing up which was even- 
tually permitted by the Department did 
not do away with the impairment of the 
capital ? A.—No, it stil] left the capital 
impaired. 

Q.—Then the next item is with respect 
to liens on policies and accrued interest 
thereon. This is said to be a safe enough 
asset, Am I to understand that a]] those 
liens were in respect of the converzion 
of the old assessment policies ? A.—Noet 
of the old policies of that company, but 
in respect of certain others taken over 
from the Covenant Mutual. 

Q.—But these liens are not in respect 
of any of the ordinary life policies of 
the company ? A.—I think not. 

Q.—I gathered so from Mr. Blackadar’s 
earlier reference to it in paragraph 5. 
Then the next paragraph is about the 
Grand Valley Railway Company’s bonds. 
IT want to ask you a question or two 
about that. He encloses a prospectus 
which we have here, giving information 
as to the charter powers and route of 
the railway. (Reads from “The Home 
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Life holds $44,000 of the 6 per cent. 
bonds of this company” to “This advances 
was repaid on the 31st of December to- 
gether with the balance of interest.”) 
The manager of this insurance company 
was vice-president of the railway com- 
pany, according to what is stated in the 
report. A.—Yes. 


Q.—$44,000 of the bonds of this com- 
pany had been purchased, which carried 
a 50 per cent. bonus stock. Out of the 
funds of the company an advance had 
been made, do you understand with or 
without any security, to the extent of 
$18,000 beyond the purchase price of the 
bonds ? A.—My recollection is that it 
was without security. 

Q.—That would be during the course of 
the year for which Mr. Blackadar was 
examining and on the 3lst of December, 
the date at which it was necessary to 
make up the return, that seems to have 
been paid off ? A.—I only know of that 
from the statement in the report. 

Q.—I asked you the other day with re- 
spect to your view as to the propriety 
of a transaction between an officer of 
a company and the same individual as 
an officer of another company in a 
transaction of this sort, and I think you 
expressed your view with regard to it. 
A.—A person should not, I think. 

Q.—Be both vendor and purchaser ? 
A.—Should not occupy a dual capacity. 

Q.—Apart from that, what right was 
there, if any, to lend money to the com- 
pany of which the manager was the vice- 
president, without security at all, dur- 
ing the course of the year ? A.—That is 
‘to say whether the securities of the 
company could not be purchased because 
of an officer ? 

Q.—No, I have passed the security 
now; I am talking about the unsecured 
loan. What do you say as to the prin- 
eiple of a transaction of that sort ? A.— 
A loan from a company to one of its 
officers, unsecured ? 

Q.—Yes ? A.—Why of course it could 
not be supported upon any ground. 

Q.—Does the objection to that at all 
disappear because it is taken out of the 
books on the last day of the year when 
the Government return has to be made 
up ? A.—No, that does not remove the 
objection to it. . 

Q.—Then the report proceeds that fur- 
ther advances are now being made to the 
railway from month to month and at 
present amount to $5,220. (Reads to 
“has now taken up its full amount of 
the bonds.”) That is, has taken up all 
the bonds they are entitled to take. Then 
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comes a transaction which Mr. Blackadar 
himself dealt with. “The market value 
of the bonds was entered at 105 or $46,- 
200 in the Government return, but in 
view of the speculative character of the 
investment I have reduced the amount 
of the cost price to $37,710.” I have 
just forgotten for the moment whether 
Mr. Blackadar told us of any steps taken 
in respect of that advance of $5,220. Do 
you remember ? A.—The unsecured 21- 
vance ? 

Q.—Yes ? A.—Nothing beyond discuss- 
ing it with—calling it to the attention of 
the directors of the company. 


Q.—And was it made good? A,—I 
think it was. 


Q.—It does not appear at all events 
in the next annual return ? A.—That is 
as I remember it. 

Q.—Then the next matter is the fore- 
closure of an electric light plant. I 
will pass that over. Then here is an- 
other unsecured advance, originally 
$20,000, but reduced to $10,000. “Cash 
to Canadian Homestead, Loan & Savings 
Company, no security for this loan other 
than a receipt.” I do not know that 
I need do more than mention that. Then 
there was an overdraft by the Managing 
Director on his salary and commission 
account of nearly $2,000. Then the 
holding of the various certificates in 
trust. Then comes that $166.25. Have 
you had any inquiry made about that. 
the loss on the sale of the Dominion Iron 
& Steel bond? A.—The statement just 
received does not throw any light upon 
that. 

Q@.—You are not able to say now 
whether that has ever been made good 
by the directors? A.—No. 

Q.—Then there was an item, premi- 
ums on unpaid capital stock $8,051. A. 
—Of course that was stricken out, 
That was indefensible on any ground. 

Q.—You wrote an official letter on 
the 30th of October, 1905, enclosing a 
copy of this report and drawing particu. 
lar attention to certain of the para- 
eraphs in it. Now with respect ta 
that return of the company in which 
these matters to the number that Mr. 
Blackadar specifies in the report had 
to be criticized and found fault with, 
some of them, as you have said, being 
altogether vicious in principle, or wrong 
in principle—do you think that your 
powers in respect of these companies 
are wide enough to enable you to dea) 
satisfactorily with questions of that 
kind? <A.—TI don’t think so. I don’t 
think they are. 

Q.—What would be the most efficient 
method of empowering you to deal with 
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these questions? A.—Well, that is a 
subject I have not thought out, but one 
of them, it appears to me, would be to 
make it clear that when a thing of that 
kind occurred the license should not be 
renewed. 

Q.—That would seem to be very ef: 
fective. Now TI do not think that 1 
have as yet, Mr. Fitzgerald. asked you 
personally any questions about the 
transactions disclosed in respect of the 
Manufacturers’ during Mr. Blackadar’s 
examination, have 1? A.—No, except 
such as were asked when the correspon 
dence was being read. 

Q.—I want to follow that up a litle, 
if I can, with you. The first matter 
mentioned in this report of Mr. Black- 
adar’s is as follows:—“In June, 1903 
the company bought from Mr. §S. G. 
Beatty $40,000 Electrical Development 
Company bonds, with 90 per cent. stock 
bonus, at 95; and in January, 1904, a 
further purchase of $10,000 bonds on the 
same terms.” (Reads to “In all the 
company held $50,000 bonds and $45,000 
stock at a cost of $47,500.) Who was 
Mr. S. G. Beatty, having regard to 
the company? A.—I believe Mr 
Beatty was a director. 

Q.—Let us verify that ; let us not do 
him or the company an injustice. He 
seems to have been a director on the 
31st of December, 1904, and my learned 
friend Mr. McLaughlin informs me that 
he was a director in 1903. Then by a 
minute of the board on the 22nd of May, 
1903, the company also purchased $50,- 
000 five per cent. Mexican Light & Power 
bonds at 90. with a stock bonus of 70 
per cent. Was that also purchased 
from Mr. Beatty? A.—At present T 
have no recollection of this particular 
report at. all. 

Q.—Then just read the first para- 
graph of it? A.—This is a report just 
quite recently received and I may say 
with reference to it that I have very 
little more than read it over. This is 
the only thing that I have marked here, 
the only action that was taken with re- 
ference to it. 

Q.—I want you to familiarize your- 
self with that before I ask you about it. 
because it is not useful to ask you 
questions that you are not ready to 
answer. Perhaps I should have di- 
rected your attention specially to it in 
order that you might prepare your: 
self. A.—This is really so compli- 
cated that T am afraid T canot give any 
lucid explanation of it at present ovr 
any explanation that would be of any 
service to you. 

Q.—I am anxious to take it in the 
partienlar order and perhaps Mr. Fitz- 
gerald could look it up if we adjourn a 
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little earlier to-day. I wish to remove 
some impressions that may have been 
created on a former occasion; I think 
it is proper that I should do that as 
far as it is desirable to do so, before 
the adjournment this afternoon 
(Adjourned to 2 o’clock.) 


Ottawa, Friday, 30th March, 1906 
AFTERNOON SESSION 

The examination of Mr. Fitzgerald 
continued. 

MR. SHEPLEY. Then Mr. Fitzger- 
ald. you have been examining this report 
of Mr. Blackadar’s in the recess? A.— 
T have. 

Q.—The last question I asked you was 
whether or not you understood this re- 
port to imply that the purchase of the 
$50.000 of five per cent, Mexican Lighi 
& Power Company bonds at 90 and the 
stock bonus at 70 was from one of the 
directors. Mr. S. G. Beatty? A.—T so 


-understood it. 


Q.—Then that transaction is a trans 
action by itself. ° Had it any connec: 
tion with the transaction in March. 
1904? <A.—-Except that the bonus 
stock mentioned here is a portion of this 
stock. 

Q.—-Of the stock that is mentioned in 
the memorandum relating to the sale of 
these various stocks? A.—Yes. 

Q.—That is the bonus stock ? 
The bonus stock. 

Q.-—That is $45,000 of stock in the 
Electrical Development Company which 
was bonused originally and $45,000 stock 
of the Mexican Light & Power Com- 


A.— 
tA. 


pany? A.—It was $35,000 of th: 
Mexican Light & Power. i 
Q.—That is quite right. $35,000, so 


that altogether there was 45 and 35 of 
these two stocks ?. A.—Yes. 

Q.—And those 45 and 35 are part of 
the 450 and 350 in this sale transaction? 
A.—Yes. ; 

().—Now then, leaving that transaction 
and coming to the one in connection 
with the sale of these securities. he 
sale to the Prudential Securities Com- 
pany is the sale that is mentioned in the 
large book? A.—Yes, it is the same 
sale. 

Q.—And that was a sale which was 
brought about by the protest of your 
Department against the holding of this 
unauthorized stock? A.—It was, 

(Q.—That was the sale indicated in 
the agreement between the ten direct- 
ors of the first part and the Manu- 
facturers’ of the second part of the 7th 
of March, 1904? A.—The same. 

Q.—We will deal with that again, be- 
cause 1] want the Manufacturers’ to 
have the benefit of anvthing there is 
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caw 
in the transaction. Now that agree- 
ment recites in the first place that these 
ten directors were members of the di- 
rectorate for 1903, and as such mem- 
bers had authorized the purchase of the 
Shares in the Dominion Coal Company, 
1825, and of 202 shares in the Crow’s 
Nest Coal Co,, the purchase price there- 
for being $240,000, ‘there is no men- 
tion there of the Mexican Light & Power 
Co. 350, nor of the Hlectrical Develov- 
ment Co. 450? A.—No. 

(J—It was these two blocks of stock 
mentioned in the agreement which were 
unauthorized? A.—Yes. 

Q.—Then 1 believe the purchase price 
is correctly set out there, $240,000? A 
—Yes 

()—Then the next recital is that the 
security is not an authorized  invest- 
ment, and the next recital that if sold 
at present prices they would show a 
loss to the company of about $125,000, 
and the company: has requested the par- 
ties of the first part to take up the said 
securities and make good the said loss, 
which the parties have agreed to do. 
Now let us see what they do. ‘They 
agree with the Manufacturers’ as fol- 
lows: that they have secured the incor- 
poration of the Prudential Securities 
Limited to act as a holding company 
for the purpose of carrying out the set- 
tlement of the transaction above men- 
tioned, ‘hat the Manufacturers’ will 
sell to the Securities Company the said 
coal stocks, that is the Dominion snd 
the Crow’s Nest; also $35,000 cammon 
stock of the Mexican Power Company, 
Limited. ‘That is the bonus stock? A. 
—The bonus stock. 

Q.—That was purchased with bonds 
from the director, Beatty, And $45,000 
common stock of the Ontario LElectrical 
Development Company; that is the 
bonus stock also purchased from Director 
Beatty? A.—Yes, 

(.—For the sum of $240,000. Weil 
then, so far as we have got with that 
agreement, the directors who assume ‘he 
burden of the transaction get not only 
the 1825 and the 202 shares which were 
unauthorized, paying for those the price 
which the company had paid, but thev 
get also all the bonus stock in respect 
of these other two transactions? <A.— 
Yes 

Q.—Are you able to say whether at 
that time the bonus stock had a market 
value? A.—As far as 1 am aware it had 
not. 

Q.—Are you aware whether or not it 
did afterwards have a market value? 
A,—Later on | think it became valuable, 
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().—Then this agreement—-! will go on 
furtner with it in a moment—was sub- 
mitted to your Department as being an 
agreement which was to carry out the 
purpose you had in view? A.—Yes, 


@.—Did you observe at the time this 
agreement was submitted to you the 
fact that in addition to taking over the 
unauthorized investments, paying the ful! 
value that the company had paid for 
them, the Prudential Company was get- 
ting these bonus stocks? A,—Well, 1 
don’t recollect distinctly, but I think | 
fully) understood it at the time and 1] 
have no doubt | did. 

Q.—Did that strike you as carrying 
out the purpose you had in view? A --- 
Fairly so. 

()—Those two bonus stocks were as- 
sets of the company? <A.—But of prac- 
tically no value at the time, 


Q.—Well, they were assets of the com- 
pany? A,—TLhey were, yes. 

().—Lhen whatever they might happen 
to become worth thereafter, they could 
not ever be worth less than nothing, but 
whatever they might become worth 
afterwards these directors were to get 
the benefit of? So far as we have got 
that was the purport of the argument? 
Aiea eS, 

Q.—Then the Securities Company is to 
pay $100,000 or thereabouts in cash and 
to get a call loan to the extent of the 
balance, $140,000; and they are to put 
up sufficient security for the call loan 
to fully secure the same, and those se- 
curities are to be authorized securities. 
Then they are to subscribe sufficient 
stock in the Prudential Company and 
to pay the same up either in cash or 
by securities and they are to be re- 
Sponsible each to the extent of 1-10, 
then we come to this provision: “It is 
also further agreed that $10,000 stock of 
the said Securities Company shall be al- 
lotted to the Manufacturers’ as fully 
paid up as a further consideration for 
the said sale and for the said Mexican 
and Ontario Electrical Development 
stock? A.—Yes. 

().—That is in other words the traus- 
action was not just the taking up of 
the unauthorized investment, but it was 
a handing over of these bonus stocxs 
and the taking by the Manufacturers’ of 
$10,000 common stock in the Prudentia!? 
A.—In the Prudential, 

Q.—Now, subsequently, within a few 
months, we may say, in 1905 at all 
events, the Prudential was wound up? 
A.—It was wound up. 

().—Lhe purpose for which it was 
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brought into existence ceased to be 
necessary to be carried out? A.—Yes. 

().—Then what took place? A.—There 
was a sum of about $8,000 returned to 
the company aud some 70 shares of 
Mexican Light & Power stock, 

Q.—Now in what respect had the 
Manufacturers’ Company a right to re- 
ceive this $8,000, was it in respect of 
their share holding? A,—Uhe holding 
of that $10,000 stock in the Prudential 
Company. 

Q.—They were entitled to receive cvhe 
$8,000 because of their stock holding to 
the extent of $10,000 par? A.—Yes. 

()—And the 70 shares of Mexican 
Light, what right had they to that? A. 
—The same; that went with the $8,000 

Q.—In other words, what they received 
solely by virtue of their stock holding? 
A.-—Yes. 

()—Then the $8,000 cash as a mattar 
ot bookkeeping seems to have been di- 
vided equally between the ledger ac- 
counts of the Hlectrical Development 
Company bonds and the Mexican Light 
& Power Company bonds? ‘hat is in 
respect of the accounts of these bonds 
to which the stock was a bonus? A.— 
Yes. 

().—Let us see how that was done. 
The account value, Mexican Light & 
Power was $45,000? A.—tThat was $50.- 
000 bonds and $35,000 bonus stock, Then 
in this transaction of 1904 this bonus 
stock went over to the Prudential Com- 
pany. That gets that out of the way. 
Then tere is the $4,000 cash that 
was received ‘back from the Pruden- 
tial Company and the 70 shares of the 
Mexican Licht & Power Company, were 
sold for this. 

Q.—For $3,602.50? A.—These two 
taken together amount to that. 

Q.—$7,602.50? A.—Then there was a 
sale of 2,500 of the bonds, the original 
amount being $50,000. That reduced 
the holding to $47,500, and these two 
sums have been received. Then deduct 
these two sums from that, and it leaves 
the $47,500 bonds held, and that is the 
price of them. 

Q.—At the net cost after deducting 
these amounts? A.—yYes. 

Q.—Now, of course, the 70 shares were 
not the whole of the bonus stock which 
the Prudential Company got on that 
transaction? A.—No. 

Q.—The whole of the stock that they 
got was 350 shares? A.—350 shares. 

Q.—Out of which the company got 
back 70? A.—70 shares. 

Q.—So that whatever the balance was 
worth the Prudential would get the ben- 
efit of? A.—They got the benefit of that. 
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Q.—I suppose those were realized be- 
fore the Prudential was wound up? A. 
—That is my understanding of it. 

Q.—And the net result was that the 
Manufacturers’ got back the $8,000 and 
these 70 shares? A.—Yes. 


Q.—That is so as far as you are aware, 
their full share of the winding up? A.— 
Yes. 

Q.—Then, with respect to the Electri- 
cal Development Company, apparently 
that was all disposed of? A.—The bonus 
stock was all disposed of. 


Q.—By the Prudential, before the 
winding up? A.—Yes. 

Q.—Then, what was lost by the Man- 
ufacturers’ in respect of this matter, 
was nil apparently? A.—I think so. 

Q.—On the other hand there was a 
slight profit A.—I think so. 

Q.—Assuming that $10,000 was the fair 
value of these bonus stocks when they 
were handed over to the Prudential, be- 
cause the company got in respect of 
their $10,000 holding of stock $11,262? 
A.—Yes. 

Q:—That is the way the transaction 
is upon the books? A.—That is the way 
it seems to be. In reality now, it is 
$40,375. It appears in the statement at 
$35,625.25. That is this $47,000 at 85. 

Q.—And the Electrical Development 
Company is also worth something more? 
A.—Yes, 46 instead of 43. 

Q.—Then, I am asked to ask you 
whether unauthorized transactions of 
this sort, so far as you are aware, ap- 
peared in the case of the Manufacturers’ 
after you had cleaned this up? A.—I 
am not aware of any. 

Q.—Then, the same matter occurs in 
this report with regard to. the invest- 
ment in securities outside of Canada, un- 
der paragraph 6 of the report Mr. 
Blackadar says: “This company has in- 
cluded in its stocks and bonds in the 
statement of business outside of Canada, - 
the City of Toronto bonds in deposit 
with the Government of Newfoundland.” 
That would be a deposit within the 
meaning of the statute and would have 
to be included in the total amount? A. 
—Yes. 

Q.—Then, “a stock loan of $90,000 to 
Osborne & Francis, on security of Chi-— 
cago & Milwaukee Electric bonds has 
not been included. (Reads to “Canadian 
securities.”) You have already said 
what you have to say about lending to 
Canadians upon foreign securities, and 
you have already stated the departmen- 
tal view about these Canadian chartered 
companies with their operations carried 
on elsewhere? A.—Yes. 

Q.—In neither case, as I understand it, 
do you view those as being bona fide 
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Canadian investments? A.—We are so 
advised by the Department of Justice, 
although that point is till continuing’ 
to be disputed. 

Q.—Is the Manufacturers’, so far as 
that question is concerned, keeping with- 
in its powers with respect to foreign in- 
vestments? A.—It is. Mr. Grant 
looked that up for me. 

Q.—I want to return just for a mo- 
ment to a subject we discussed briefly 
this morning. That is the question of 
impairment of capital and _ incidentally 
the inadequacy of the loading upon the 
premiums for expenses. Of course, the 
great feature which makes the loading 
inadequate, is the commission you have 
to pay for the securing of a new busi- 
ness? A.—Yes. 

Q.—And the result of exceeding in 
your payment of commissions the 
amount that you have provided by way 
of loading is that you must take out 
of what ought to be set aside theoreti- 
cally for participating policyholders? A. 
—It must come from some place, yes. 

Q.—That is the first place it will be 
taken from? A.—I should think so, yes. 

Q.—Then, if a company which is car- 
rying on its operations in that way, per- 
sists long enough in that course of busi- 
ness, the result will be to take away all 
its profits, to wipe the whole of the 
profits out? A.—No, it might so hap- 
pen that, notwithstanding, it would still 
not take away all the profits. 

Q.—If your expenses exceed your re- 
ceipts long enough, the profits will be 
first wiped out? A.—Yes. 

Q.—That would, of course, be assum- 
ing that the additional expenses were 
taking up all the profits from the other 
sources, 

Q:—I am assuming that the additional 
expenses are so great and the predomin- 
ancy of expense over premiums continues 
so long that it does wipe out the profits, 
that may happen, of course. A.—Well, 
yes. ; 
Q-—And would the profits be wiped 
out before the capital is impaired as a 
matter of insurance bookkeeping? A.— 
{t would, yes. 

Q.—That is clear? A—yYes. At all 
events until the profits have been de- 
clared; once the profits have been de- 
clared then the expenses are not going to 
affect the question. 

Q.—Yes, I suppose that would be so. 
Then how does that consist in your 
view with the contract under which the 
participating policyholder takes? A.— 
Well now that will depend upon the na- 
ture of the contract, what the contract 
is. JT think you will generally find that 
under every contract the profits are ce- 
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clared by the directors, and it is such 
profits as the directors declare that the 
policyholder is entitled to. 


Q.—Has not the policyholder the right 
to expect that whatever normal profits — 
his premiums earn will be declared ? A. 
—Yes, he has a right to expect that. 


Q.—Then if you introduce an _ expen- 
sive system of obtaining new business 
and a consequent inadequacy of loading, 
are you not interfering in that sense and 
to that extent with what the policy- 
holder has a right to expect ? A—What 
he has morally a right to expect, but 
that is different from what he may les- 
ally have a right to expect. 


Q.—I quite agree with that. A.— 
There is that difference between the two. 


Q.—There is that margin of safety in thie 
terms of the contract itself ? A.—Yes. 

Q.—Which prevents you saying there 
is a technical breach of the contract, 
although the policyholder is morally en- 
titled to the profits which are so dissi- 
pated ? A.—Morally entitled, yes. 

Q.—Now this is a report of Mr. Black- 
adar’s also in respect of the Manufactur- 
ers’,bearing the stamp of the Department 
of 14th June, 1901. If you are not 
familiar with that I would like you just 
to run your eye over it before I ask yon 
about it. Mr. McLaughlin states that 
this report is made in respect of the 
Manufacturers’ before its reorganization 
and that it is working under an entirely 
new charter. That does not at all affect 
the question I am going to ask, but I 
am personally willing that Mr. Mc- 
Laughlin should have that statement 
made ? A.—I think the correction Mr. 
Blackadar mentions there was actually 
made. 

Q.—Now this report begins, “In the 
accounts of this company,” that is the 
Manufacturers’ Life, “there is an item 
of $43,234.56 of cash paid out to Mr. 
Gooderham which had not been entered 
in the statement of expenditure.” “This 
is entered in the books under the head- 
ing ‘Commuted Commission re Leslie 
Mortgage.’” (Reads to “Will be ready 
Monday.”) Mr. Blackadar was not able 
to produce the statement which it was 
said was to be ready on the following 
Monday, and I think Mr. Blackadar’s 
statement with regard to that was that 
he probably saw it at the company’s of- 
fice, but did not bring it away with 
him. Do you remember anything about 
that statement ? A.—Not at all, 

Q.—Do you remember anything about 
the transaction itself ? A-—I remember 
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hearing of the transaction, but beyond 
that I have no recollection. 

Q.—Now this report does not go be- 
hind the item, but transfers it or pro- 
poses its transfer to its proper account ? 
A.—To where it should be. 

Q.—Now I ask you to go behind the 
transaction itself altogether. What 
right had Mr. Gooderham in the first 
place, so far as the transaction was dis- 
closed, to be» recouped in respect of his 
loss on the property that he had taken 
off the company’s hands? A.—Appar- 
ently it was in pursuance of this under- 
standing or agreement that was men- 


tioned there, but apart from that I see 


no reason why he should. What he did 
apparently there was to take a» piece 
of real estate which was of less value 
than it was being carried in the books. 
and also a couple of bad accounts, and 
put the cash in there. If that was the 
genuine transaction, that he bought the 
accounts and bought the real estate at 
that price, 
- Q.—There does not seem to be any rea- 
son for making good his subsequent loss 
in it ? A.—No. 

Q.—Then suppose you look at it as if 
there had been some agreement by which 


he was to receive commissions 
out .of premius paid to — head 
office... wwhad,. dow you say to 


that as a matter of insurance practice? 
A.—I know of no ground upon which 
the President of a company should be 
paid commissions out of premiums paid 
direct to the head office. 

Q.—Can there be—agreement or no 
agreement—so far as policyholders are 
concerned, any justification for such a 
proposition as that a salaried officer 
of the company shall be remunerated 
by commissions in respect of premiums 
paid direct to the head office ? A.—Oh, 
an agreement might be made and the 
commissions be a portion of his salary, 
to form a portion of his salary. 
That would not be an improper agree- 
ment, as far as I can understand, that 
he was to get a certain salary and cer- 
tain commissions. 

Q.—Assuming that he is being paid an 
adequate salary? A.—Then, I think, it 
is clear that he should not have any 
commissions. 

Q.—And any agreement in that re- 
spect not being forthcoming, not being 
here for inspection, what do you say? 
Could such an arrangement be properly 
made in vour opinion as an insurance 
man, in the absence of some express 
agreement founded upon a good con- 
sideration? A.—I don’t think it could. 
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Q.—The way it appears in the cor- 
rected report for the year 1900, at page 
215, is: “Paid for commuted commis- 
sions and for losses on investments of 
previous years $43,234.56.” That is the 
same item, is it not? A.—TIt is the 
same amount precisely. 


Q.—And apparently the same item, 
as Mr. Blackadar has said, “The item 
will have to appear in our statement, 
otherwise there will appear a large de- 
ficiency.” Now it is suggested by Mr. 
MéLaughlin that that’ has something to 
do with this item of income: “Premi- 
um on increased capital $43,608.” Is 
there any connection between these so 
far as the statement shows or so far 
as you are aware? A.—I certainly 
have no knowledge of any connection 
between them. 

Q.—Now what are these other papers 
that you have brought? A.—This is 
the letter from Mr. Phillips. 


Q.—The letter of Mr. Phillips of the 
19th of December, on the subject of in- 
dustrial policies, to which Mr. Fitzger- 
ald’s answer has already been read. 
(Reads this letter). Mr. Ross will put 
that in its proper place in the exhibit. 
Is there anything else? A.—I think 
that is all. The other thing I was to 
look up was as to whether the Na- 
tional Agency had power to subscribe. 
I have not had time to do that. 


(¥.—There is one of the exhibits, No. 
11, which is a statement compiled in re- 
spect of certain different companies for 
the years running from 1890 down to 
1905. With respect to that state- 
ment I desire to make this observation; 
there is on the last page of the state- 
ment, a statement taken from the of- 
ficial report of net gains made by the 
companies on sales of securities from 
1890 to 1905. That is compiled di- 
rectly from the official reports and may 
be taken as being accurate in respect of 
the contents of those reports. With 
respect to the other items on the other 
pages, which form the bulk of the ex- 
hibit, the items that are carried out 
will probably need before they are ac- 
cepted as conclusive, some actuarial 
checking, and J desire to say that in that 
respect the exhibit is not yet tendered 
as being exact or complete. I suppose 
we can get the exhibits at any time for 
the purpose of checking. 


Then Mr. Blackadar is somewhat sen- 
sitive with regard to some verbal in- 
accuracies that he has found in the copy 
of his testimony and he has submitted 
a statement of those inaceuracies which 
IT have not checked at all. Perhaps I 
may just put that‘in. * Por instance: 
there is one place where he has been 
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made to say “Winnipeg” when he thinks 
he said “Waterloo.” Another place 
where he has said “llth April” and he 
should have said “19th June.” One 
place where he is made to say “Home 
Life” when he was speaking of “whole 
life insurance.” I do not know that 
they are of any great importance, but 
still it is as well to have them accurate. 
That may be checked and if found ac- 
curate the corrections may be made? 

THE CHAIRMAN. The corrections 
may be made and in the meantime the 
document will be marked as an ex- 
hibit. Is that your suggestion ? 

MR. SHEPLEY. Yes, I think so. 
(Exhibit 55). I am not yet through 
with Mr. Fitzgerald, but there are some 
gentlemen here who wish to leave on 
the 4 o’clock train and I think it is 
perhaps not convenient that I should 
take up another subject. 

THE CHAIRMAN. After a confer- 
ence with the counsel engaged. rev- 
resenting the policyholders and the 
insurance compawies as well, and in view 
of the hope that considerable informa- 
tion will now come in from day to day, 
from the companies we will adjourn 
until Tuesday, the 17th of April. at 10 
o’clock, here. The Easter week inter- 
venes, otherwise the adjournment would 
not have been so long. 


FOURTEENTH DAY. 


Proceedings at Toronto, April the 
25th, 1906, 10.30 a.m: 


OPENING DISCUSSION AT 
TORONTO. 


MR. SHEPLEY: With the permis- 
sion of the Board, our intention to-day 
is to commence the inquiry into the 
affairs of the Manufacturers Life As- 
sociation. ; 

T have to offer an apology to the 
Board. An argument in which IT am 
concerned. in the Court of Exchequer, 
which we had hoped to conclude last 
night, is not vet completed. but with 
the permission of the Board, Mr. Til- 
ley will take the matter up for me dur- 
ing so much of the dav as IT am not 
able to be here. The inquiry will go 
on activelv of course. 

MR. HELUMUTH: Mr. Chairman 
and Commissioners:—Before the pro- 
ceedings beoin, I conceive it to be my 
duty to enter a protest against leaving 
the inquiry at the present stage into 
the Departmental affairs. 

IT do not mean to say I was not ad- 
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vised as soon as it was decided upon, 
but I was advised that the proceed- 
ings would not continue as had been 
intended at Ottawa last week, owing 
to the illness of the Chairman, an ill- 
ness which we all very much regrettel, 
but_ that during this week the pro- 
ceedings would go on here into the af- 
fairs of the Companies. 

At the time when I received that let- 
ter I wrote at once, acting as I believe 
in the interests of the policyholders, re- 
questing that my learned friend Mr. 
Shepley would, as I have no doubt he 
has done, bring before you as Chair- 
man, the Commission not then sitting, 
my protest against this alteration in 
the proceedings for reasons which had 
partly appeared during a certain stage 
of the Commission, and for other rea- 
sons, and, I subsequently received an 
intimation that the Commission would 
sit here to-day. 


Now, gentlemen of the Commission, 
it appears to me that no reason has 
been given for this change. On the 
30th of March last, the date of our 
last meeting in Ottawa, it was distinct- 
ly understood that the proceedings of 
the Commission would be resumed in 
Ottawa for the purpose of continuing 
the inquiry into the affairs of the De- 
partment there. That after the ex- 
amination of Mr. Fitzgerald had been 
proceeded with by counsel for the Do- 
minion, Mr. Fitzgerald would be 
placed in a position to answer such 
questions as I might see fit to put te 
him on behalf of the policyholders 
That was the distinct understanding 
of the Commission at that date. Ido 
not think there is any room for con- 
troversy about it. While an adjourn- 
ment for a week might reasonably 
have been necessary, and nobody could 
object to it under the circumstances, 
there .was no reason for an entire al- 
teration of those plans. 


It does seem to me that there is 
grave reason why the Departmental in- 
quiry should be continued. In the 
first place it was the course originally 
adopted and approved of by the Com- 


mission, that the inquiry should begin 


in the Department, and then proceed 
to the individual companies. 

Whether that was right or wrong is 
immaterial. It was a course sug- 
gested after no doubt careful consider- 
ation bv counsel for the Dominion, and 
no one quarrelled with it. . If it was 
right then. surely it is still right and 
proper. Surely if it was begun then 
it should be concluded as far as pos- 
sible. There are no doubt several 
matters which very considerably 
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startled the public and interested the 
policyholders which was brought out 
by Mr. Shepley’s examination of Mr. 
Fitzgerald. Those are not necessarily 
all the matters that will be brought 
out by a cortinuation of that examina- 
tion. There were certain affairs that 
perhaps to use a mild expression were 
hardly creditable to those concerned in 
them, disclosed. Are there others? 
Why if there are should they not come 
out? Why should not the advantage 
of that knowledge be given to the Com- 
mission now before going into the af- 
fairs of any of the individual compan- 
ies? 


Then, it was quite apparent, I do 
not know that I should use that word 
—it was quite apparent to me, and it 
may strike some of the Commissioners, 
or the whole Board, that it was ap- 
parent to them, that there were rather 
peculiar ideas of the duties of the De- 
partment in some respects. Are not 
the policyholders entitled to know what 
the whole ideas of the Department 
were in regard to those matters? Are 
they not entitled to find out just what 
knowledge of insurance matters gen- 
erally, and of the affairs of the com- 
panies in particular, was possessed by 
the Superintendent of the Depart- 
ment? Is it possible, after this inves- 
tigation has proceeded into the affairs 
of the companies, and we have all 
learned a good deal about insurance 
matters, that Mr. Fitzgerald, and the 
other members of the Department, will 
not acquire a similar knowledge, and 
how will they be able, if the inquiry is 
resumed, or how will the policyholders 
be able to distinguish between what 
knowledge was possessed by Mr. Fitz- 
gerald before that inquiry commenced, 
and what he may have acquired since? 
And, is it not most material to the 
policyholders to know just what safe- 
guards were placed around their inter- 
ests by the affairs of the Department? 
It seems to me that that argument in 
itself is amply sufficient for continuing 
that branch of the inquiry. 


Then, gentlemen of the Commission, 
you will remember that the legislation 
of 1899 was gone into to some extent at 
all events. One may be mistaken, 
but in the best judgment I could bring 
to bear upon the matter, no more hos- 
tile or inimical legislation in the inter- 
est of the policyholders was ever 
passed. Who was responsible for that 
legislation? Are we not entitled to 
know now from whence that legislation 
emanated? Who approved of it? What 
were the views of the superintendent 
upon it, and what were the views of 
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the Deputy Minister of Finance, and 
of the Minister of Finance, and of the 
Government of the day? ‘Those are 
questions that it seems to me should 
be elicited now; not going back to 
them at a much later stage. 

I am sure the members of the Com- 
mission will not think I am speaking 
at all as a matter personal to myself. 
I conceive it to be my duty, represent- 
ing the policyholders of the Province 
of Ontario, and appointed by that Gov- 
ernment, to exercise my judgment in 
regard to these matters. I feel that 
I would be recreant to the trust that 
has been reposed in me if I were mere- 
ly to sit as an onlooker in the matter. 
But, it is not a question at all person- 
al. Surely one should think of this. 
If a plan has been prepared, and the 
Commission as a body have approved 
of it, that should not be altered, it 
ought to be adhered to unless there is. 
the consent or the approval of those 
who are also interested. It is a mat- 
ter of no smal] importance to the inter- 
ests of those engaged that they can 
fairly rely upon having carried out 
what has been agreed upon. 

Now, my learned: friends have the 
control, of course, of this investiga- 
tion, no one disputes it, but the posi- 
tion that counsel for the Provinces. 
would be permitted at all events, after 
counsel for the Dominion had asked a 
witness questions, to follow that up by 
perhaps inquiry that in their judg- 
ment would be pertinent to the pro- 
per elucidation of this matter, was. 
never denied. If it was, there was 
absolutely no use in having counsel. 
for these interests in the Provinces. 
But, it was understood that Mr. Fitz- 
gerald would be handed over, as I may 
put it, as a witness to me, and to. 
others. It was part of one’s under- 
standing, that one could get from Mr. 
Fitzgerald information on _ points. 
which would help one in considering 
the position of these various com- 
panies. 

My learned friend has had, so far 
as he has gone, the benefit of Mr. 
Fitzgerald’s explanations as far as he 
has carried them. I say, without any 
hesitation, there were, on certain 
parts, without my learned friend car-. 
ried that examination further (now 
that IT have gone over the evidence) 
where it would have been pursued fur- 
ther, and where had I done that I 
would be in certainly a much better 
position to examine these witnesses 
when they came before me. If there 
was a point that was made clear dur- 
ing the examination of Mr. Fitzger- 
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ald it was the fact, emphasized I 
may almost say again and again, that 
his examination should be continued. 
There were any number of points in 
regard to which my learned friend 
himself said, I will take that up 
again, I will go on now. 


We have only part of Mr. Fitzger- 
ald’s knowledge, or want of know- 
ledge,- on these subjects. I cannot 
coneeive anv good reason why that 
should not be followed out. 

1 assume, Mr. Chairman and gen- 
tlemen ot the Commission, that there 
is another feature that cannot be al- 
together overlooked. That is the ques- 
tion of the greatest possible amount 
of public contidence in the method and 
conduct ot the Commission. Of 
course the Commission must do what 
is right, and we must all do what is 
right, entirely irrespective of any one 
sense of public opinion, but there is 
no reason why we should not here ex- 
haust as far as possible, it seems to 
me, the Departmental inquiry, before 
we take up the affairs of the indi- 
vidual companies. " 

I therefore respectfully press upon 
the Commission the request that the 
proceedings go on in the way they 
were begun, that we continue with our 
Departmental inquiry, and that Mr. 
Fitzgerald and Mr. Blackadar be dir- 
ected to attend, either here or at such 
place as the Commission may deter- 
mine, for the furtherance of the ob- 
ject. 

I ask for further ruling on that 
point, and I do so, as I have said 
before, solely and only because I 
conceive it to be my duty, as the pro- 
posed course is contrary to what was 
arranged for, and what seems to me, 
as far as I can judge, in the inter- 
ests of the investigation, or at least 
of the policyholders. 

No reasons have been given, and I 
do not see what reasons can be ad- 
vanced, for the alteration, merely 
because there was a week’s delay. 


MR. LEBEUF: May it please the 
Board. As representing the policy- 
holders of the Province of Quebec, I 
must say that I am sorry I cannot 
join in the protest of my learned 
friend. No doubt it may at first 
sight seem strange to discontinue the 
examination of Mr. Fitzgerald and 
come here, but I suppose that the 
Commission, and the counsel who are 
engaged in this inquiry, know their 
business just as well, if not better. 
than we do. Is it in the interest of 
the policyholders that this course 
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should be taken? I think that is the 
point. J fail to see how the policy- 
holders will suffer by this mode of 
procedure. It was even a question 
whether this Commission should not 
have started by going into the ex- 
amination of one company, and then 
to another, and then to a third, and 
then finally examine into the affairs 
of the Department at Ottawa, because 
it has been shown that statements 
have been shown that would probably 
injure companies, and they did not 
have a chance of answering what was 
brought against them. If we had com- 
menced with the companies, and it 
was suggested there was anything 
wrong, there would have been an op- 
portunity for them to have produced 
their witnesses, and have had them 
examined. 


I do not think it is for us to decide 
Whether the course that has been 
taken is the right one or not. I fail 
to see how the policyholders will suf- 
fer by this mode ot procedure. No 
doubt we shall have a chance otf 
cross-examining Mr. Fitzgerald later 
on. But, it is the report that the 
public will be looking after, more than 
the proof that will be taken, so that 
it makes no difference whether we 
cross-examine Mr. Fitzgerald in a 
few weeks hence, or cross-examine 
him now; it will make no difference. 


MR. SHEPLEY: Nobody is more 
sensible, if I may say so, of the desir- 
ability that the proceedings of the 
Commission should inspire public con- 
fidence, (to which my learned friend 
has referred), than my learned friend 
who is associated with me, and my- 
self; nobody can be more satisfied ct 
the prime necessity for that. But, the 
method by which, or the means by 
which public confidence may be in. 
spired, is by looking at the conduct 
of this investigation as a whole, not 
piecemeal. My learned friend does 
not suggest that there is not going to 
be a complete investigation into the 
affairs of the Department, and into 
the methods of the Department. My 
learned friend does not suggest any- 
thing except that it does not please 
him that we should for a time post- 
pone the further examination of the 
Department, and proceed with the 
active investigation of the companies. 


At the beginning of this inquiry I 
besought my learned friend to co-op- 
erate with me in making the inquiry 
thorough. JI hoped he would do so. 
IT do not know what mv learned 
friend’s desires may be. Whether his 
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instructions are to promote the thor- 
oughness of the inquiry, or whether 
his instructions may be to criticize at 
every turn in the investigation the 
methods that are adopted. I do not 
know that it has been definitely deter- 
mined that my learned friend’s status 
here is such as to entitle him to pro- 
test from time to time against the 


course that may be taken by the coun- 


sel advising the Commission. 

I am not going to take the trouble, 
because I do not think it appropriate 
or necessary, to vindicate my own 
desire, for an honest and thorough 
inquiry. I leave that for the result. 
When the inquiry is over, everything 
the Commission have done, including 
what my learned friend Mr. Tilley 
and myself have done, will be the 
legitimate subject of public criticism. 
Until that time arrives I should have 
hoped that those who desired a thor- 
ough inquiry would rather co-operate 
than hamper, would rather co-operate 
than offer hostile criticism at every 
stage of the investigation. I have no 
apology to offer nor excuse to make. 
it seemed to us, aS we represented to 
the Commission, in the public inter- 
ests, that this slight temporary alter- 
ation in the original plans laid down, 
should be made. When the work of 
the Commission is over it will be seen 
whether or not that was justified. 


In the meantime I have nothing 
further to say, except, that so long as 
T am entrusted with the conduct of 
this inquiry I shall have to act as 
seems in my judgment best in the 
public interest. 


MR. HELLMUTH: I do not think 
there is anything which I said that 
would have justified, if it does justi- 
fy, the attempt at criticism. that I 
had anything to say about the hon- 
esty of the purpose of his investiga- 
tion. 

If my learned friend’s concluding 
remarks mean that I am not to sav 
anvthing, that I am simply to accept 
what goes, there will be very little use 
of my heing here. I do not doubt for 
one moment in the least. that mv 
learned friend is acting as he believes 
te be best. T have never suggested 
otherwise. IT do not think a word 
that fell from me would suggest anv- 
thing of the kind. But. surely, I am 
not necessarilv obliged to accept mv 
learned friend’s judgment as the fina! 
judgment. The Commission have to 
accept the responsibility of saying 
whether they will depart from the rul- 
ing or not. TI do not think it is justi- 
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fiable to say I had nothing to criticize. 
There have been occasions when my 
learned. friend has not put it that 
way. When there was a change in 
plan my learned friend will surely give 
me credit for saying that I at once ob- 
jected to that change. It is only my 
duty to put before you why I do it. If 
the Commission does not recognize 
that I have any right at all in refer- 
ence to the matter, why, I must bow to 
that, but, I think the position should 
be defined before it is said I should not 
say what I think ought to be done, 
when the course suggested is taken. 


JUDGE MacTAVISH: The question 
that has arisen now is one which we 
must deal with, and I do not think it 
involves much difficulty. Mr. Shep- 
ley has been appointed by the Govern- 
ment to elicit the facts, and to aid the 
Commission in the prosecution of the 
investigation. As Chairman of the 
Commission I feel that I would not 
be acting in the public interest, or dis- 
charging my duty as a Commissioner, 
if I attempted to interfere with his 
conduct of the investigation. We 
should not say to him, ‘“‘you must 
proceed with the examination of 
this witness for a certain time, you 
must not examine another witness un- 
til the examination of the first witness 
is concluded.’’ It seems to me we 
would be open to the imputation that 
we were unduly interfering with the 
prosecution of the inquiry, if we took 
that position. 

We want this inquiry to be thorough, 
to be wide in its scope, and for that 
reason every latitude should be allowed 
to counsel charged with the duty of 
conducting the inquiry, and eliciting 
the facts that have been directed to be . 
inquired into. Inotice that in the 
House of Commons, when a question 
was asked as to the proceedings here, 
it was answered that it would be large- 
lv on the lines of the proceedings of 
the Committee of the State Legislature 
of the State of New York. If any 
person looks over those proceedings he 
will see that it was quite exceptional 
to entirely conclude with one witness 
before calling another. However, my 
view is based upon the fact that Mr. 
Shepley has the conduct of the inquiry. 
I think we should not interfere with 
his conduct of it at the present time. 


MR. TILLEY: I will call Mr. Jun- 
kin. 

JUDGE MacTAVISH: You will call 
the Manager of the Manufacturers 
Life? 

MR. TILLEY: Yes my lord. 
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INQUIRY INTO THE AFFAIRS OF 
THE MANUFACTURERS’ LIFE 
ASSOCIATION. 


R. J. McLAUGHLIN, K.C., and MR. 
R. L. JOHNSTON, appear as coun- 
sel for the Manufacturers’ Life As- 
sociation. 


JAMES F. JUNKIN, sworn. Ex- 
amined by MR. TILLEY :— ' 


Q.—You are the manager of the 
Manufacturers’ Life Insurance Com- 
pany A.—I am. 

Q.—How long have you occupied 
that position? A.—Since the forma- 
tion of the company. 

Q.—When was it formed? 
1901. 


Q.—And prior to that what position 
did you occupy? <A.—Managing Dir- 
ector of the old Manufacturers’ Life. 

Q.—What became of that company? 
A.—It with the Temperance and Gen- 
eral went out of existence, and the 
Manufacturers and Temperance and 
General Life took the assets and busin- 
ess of the two companies over. 

Q.—That is in 1901, the Manufactur- 
ers’ Life, of which you had been the 
Manager, and the Temperance and 
General—the assets and the goodwill 
of their business was transferred to the 
Manufacturers and Temperance and 
General Company which was then in- 
corporated? A.—Yes. 

Q.—It was incorporated I under- 
stand by a statute of the Dominion 
Parliament. A.—Yes. 

Q.—It is the statute in 1901, and the 
name then was the Manufacturers and 
Temperance and General. When was 
that name changed? A.—About the 
same time, in that same year 1901, by 
an Order-in-council. 

Q.—I see the name appears in the 
blue book for 1901, as the Manufac- 
turers’ Life Insurance Company, so 
that the change would have been made 
before December? A.—Before Decem- 
ber. 

Q.—And that was as vou say by an 
order-in-council? A.—Yes. 

Q.—You say that prior to the amal- 
gamation of the old companies and the 
formation of the new company, that 
you were the Manager of the Manu- 
facturers’ Life? A.—Yes. ©. 

Q.—Were you a Director of it? A.— 
I think I was. 

Q.—So that you were Managing Dir- 
ector of that company? A.—Yes. 

Q.—And how long had you _ been 
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Managing Director of it? A.—From 
May. 1895. 
Q.—To July, 1901? A.—Yes. 


to 
Or 
— 
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Q.—And prior to May had you been 
associated with the company—prior to 
May, 96? A.—Yes, I was General 
Agent of the company previous to that, 
in the Province of Quebec. 


Q.—Then for how many years were 
you associated with the Manufactur- 
ers’ Life—that is the old company? A. 
—From the Ist of November, 1892. 
Q.—Was that when it was formed ? 
A.—No. It was formed in about July 
or August, 1887. 

Q.—So that it had been in existence 
about five years before you were asso- 
ciated with it, and prior to ’95 had 
you had any conduct of the manage- 
ment of the company, or anything to 
say as to the policy of the company? 
A.—Only in respect to its foreign bus- 
iness. As general agent I was con- 
ducting foreign business. 

Q.—Do you mean to say by foreign 
business outside of Ontario? A.—Out- 
side of Canada. 

Q.—I thought you spoke of the Pro- 


-vince of Quebec as being your field? 


A.—That was my main agency. I 
was given permission to do foreign 
business as well. 

Q.—Were you in charge of the 
whole the Province of Quebec? A.— 
Yes. 

Q.—So that you were in charge of 
the Province of Quebec, and you were 
also in charge of the foreign business 
of the Manufacturers’ Life? A.—Yes. 

Q.—Which then consisted of what 
field? A.—The West Indies. 

Q.—And you then were the person 
whom to some extent at any rate di- 
rected the foreign policy of the com- 
pany as to its foreign business? A. 
—Only as agent. 

Q.—In such matters, and seeing 
that they were carried through? A.— 
Yés. 

Q.—Who were the persons that con- 
trolled the Manufacturers’ Life In- 
surance Company prior to 1895 when 


.you became the Managing Director 


of it? A.—The shareholders and the 
policyholders. 

Q.—Had the policyholders any vot- 
ing power in the company? A.—I 
believe they had in the old company 
—yes. 

Q.—I see that in the. Act. incor- 
porating the old Manufacturers’ Life 
Tnsurance Company. which vou were 
right in saving was nassed in 1887, 
chapter 104 (50 and 51 Victoria), 
there is the clause as to the voting 
rights of nolicvholders. Tt is section 
5. And. hv it all holders of noliries 
who are to particinate in vrofits. 
thouch members of the company and 
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entitled to attend and vote, and every 
holder of a policy for a sum not less 
than one thousand dollars shall be 
entitled to one vote for each one 
thousand dollars of his policy, with a 
clause that the husband or father 
holding a participating policy on his 
life for the benefit of his wife or chil- 
dren shall be a member of the com- 
pany. Under that clause or section 
in the Act of Incorporation do you 
know whether any policyholder’s vote 
was ever recorded in connection with 
the old Manufacturers’ Life Com- 
pany? A.—There were policyholders 
attended the annual meeting, but the 
elections were so unanimous they were 
generally conducted by unanimous 
vote. 

Q.—So that no vote that you re- 
member of now was ever. recorded 
where the policyholders voted, and a 
test was made of the number who 
were there to vote? A.—No, none 
that I remember of. 

Q.—Any acts of the annual meeting, 
resolutions, and so on, would all be 
adopted by unanimous consent? A.— 
Yes. The Chairman was generally 
asked to cast one ballot. 


Q.—Then who held the control of 
the capital stock of the old Manu- 
facturers’ Life? A.—No one held 
control. 

Q.—Are you referring to any par- 
ticular year, or up to the time that it 
amalgamated? A.—Up to the time 
that it amalgamated. I do not know 
that any individual held control. 

Q.—What was the total number of 
shares, do you remember? A.—10,000 
I think. 

Q.—In the blue book for the year 
1900, which would be the last blue 
book containing any returns I sup- 
pose of the Manufacturers’ Life In- 
surance Company to the Government? 
A.—Yes. 

Q.—At page 467, the list of share- 
holders is there given, and the total 
number of sharesinthecompany was 
10,000 shares, but in the Blue Book 
of 1899. at page 452, the total num- 
ber of shares would seem to be 6,210? 
A.—Yes. the capital was increased 
during that year. 

Q.—And it was increased from 6.210 
pa issued, to 10.000 was it? A.— 

es 

MR. McLAUGHLIN: The author- 
ized capital was not increased, but 
the paid-up capital was increased. 

MR. TILLEY: The balance of the 
unsubscribed shares were subscribed 
for? A,—yYes. 
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Q.—And how was the stock of the 
company—was it fully paid or par- 
tially paid? A.—Twenty per cent. 
paid. 

Q.—So that the balance of the shares 
would be subscribed and paid up. Was 
that done in view of the amalgamation 
that was to take place? A.—wNo, it 
was not. 

Q.—When was the amalgamation of 
the companies decided on? A.—Early 
in the year 1901, I believe. 

@.—And how long before that nea 
it been in negotiation ? A.—I think 
not more than a month or six weeks. 

(.—You think there was not more 
than a month or six weeks elapsed 
from the time it was suggested until 
it was carried through? A.—There 
had been some indefinite talk about it 
before that, but nothing very defin- 
ite. 

Q.—At any rate you say that this 
subscription for the balance of the 
stock was not done in any way in con- 
nection with the amalgamation of the 
two companies? A.—No. It had not 
been thought of at that time so far 
as I have any knowledge. 

Q.—But subscriptions for that stock, 
or the bulk of that stock that was then 
issued? A.—It was mostly taken up 
pro rata by the old shareholders. They 
all had the opportunity of subscribing, 
but a few did not avail themselves of 
the opportunity. 

Q.—Who was the largest shareholder 
then in the Manufacturers’ Life. A. 
—_I think perhaps Mr. Gooderham. 

Q.—I suppose there is no doubt 
about that? A.—No. 

Q.—There is no doubt of thatea 
see that in 1900 Mr. Gooderham held 
3,258 shares, and the Central Canada 
Loan Company 2,825 shares. So that 
those would be the two largest blocks 
of stock would they not? A.—Yes. 

Q.—Was the Central Canada at that 
time the absolute owner of that stock. 
or was it held in pledge do you know? 
A.—Well I could hardly answer that 
question. What year was that? 

Q.—1900 P A.—I rather think it 
was held in pledge. 

Q.—Do you know for whom. A.— 
No. I could find out I think. I 
could not tell just offhand. 

Q.—Have you the books here that 
would enable you to say? A.—Ex- 
cept the transfer books. . I think they 
micht throw some light on it. 

Q.—In the preceding year I do not 
see any such block of stock as 2.825 
shares or any similar amount. Can 
you say where that block of stock ori- 
gvinated P 
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MR. McLAUGHLIN: We will pro- 
duce the stock ledger in a moment Mr. 
Tilley. 

~MR. TILLEY: By referring to the 

stock ledger of the old Manufacturers’ 
Life at page 105 you find that this 
number of 2,825 shares is made up by 
transfers from different parties to the 
Central Canada? <A.—Yes. 


Q.—The transfers being as follows: 
On July 25th. Charles D. Warren old 
150 and new 91, making 241 shares; on 
the 26th of the same month, George 
Gooderham in trust old 5 shares; July 
26th the same date, George A. Cox 
new 2,300 shares; on the same date J. 
F. Junkin new 95 shares; and on Aug- 
ust the llth J. F. Junkin old 95, new 
11, making 106 shares, and on August 
29th J. W. Flavelle old 78 shares ; mak- 
ing the total 2,825 shares? A.—Yes. 


Q.—These words old and new indi- 
cate whether the shares were of old 
stock, or stock subscribed for in the 
yearel JOOP: A Yes: 

@.—Can you tell me the exact date 
when that new stock was subscribed 2 
Would this book show you? A.— 
The minutes would show. 

Q.—Mr. Winter refers to the min- 
ute book of the Manufacturers’ Life 
Company at page 535, where this entry 
appears, re issue of new stock. This 
matter was again discussed, and it was 
resolved that 3,790 shares equal at par 
to $379,000 of the unissued capital 
stock of the company be offered for 
subscription as below mentioned at a 
premium of $12 per share, making the 
price of each share $112, such price 
to be called in or made payable as fol- 
lows: The premium of $12 per share to 
be paid on or before March the 15th, 
1900, $20 per share to be payable in 
four equal instalments of $5 per share, 
each, on the first days of June, Aug- 
ust, October and December, 1900,I sup- 
pose that is. Would that be 1900? 
A.—Yes, if that is the date of that 
minute. 

Q.—That is under date 24th Janu- 
ary, 1900. The entry goes on, ‘‘With 
the option to the subscribers to make 
such earlier payment as they may de- 
sire, the balance, namely, $80 per 
share, to be called in by the Board of 
Directors in such way and from time 
to time as required, the said shares to 
be offered in the first instance to the 
present shareholders of the company, 
who shall be entitled to hold a pro rata 
allotment in accordance with the num- 
ber of shares held by them respectively, 
provided however that no fraction of 
shares are to be created.’?? And that 
was carried? <A.—Yes. 
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Q.—That was on the 24th January, 
1900. A.—Yes. 

Q.—Then pursuant to that the bal- 
ance of the shares were all taken up. 
A.—Yes. 

Q.—Then can you tell me how it is 
that Mr. George A. Cox comes to ob- 
tain 2,300 of those new shares? 

MR. McLAUGHLIN: The Toronto 
Stock ledger will show that. 

MR. TILLEY: Mr. Cox’ stock ac- 
count is at page 102 of the stock led- 
ger? A.—yYes. 

Q.—And that ledger shows that at 
the time that new stock was issued in 
1900 Mr. Cox held how many shares 
in the Manufacturers Life Company? 
520 does it not? A.—6520. 

Q.—Then on July the 26th, 1900. 
there is an item, to stock, and in the 
debtor column under the heading 
shares, 2,300. Does that mean that 
he subscribed for those 2,300 shares 
of the new stock? A.—I could not 
say. It would appear so. 

.Q.—There were how many shares 
subscribed for at that time? There 
were 3,790 to be allotted pro rata to 
the shareholders. Can you say how it 
was that Mr. Cox got 2,300 of those? 
A.—I think it is largely accounted for 
by his acquiring Mr. Gooderham’s 
rights. 

Q.—Then when did Mr. Cox acquire 
Mr. Gooderham’s rights? A.—It must 
have been somewhere about that date. 

Q.—That is to say Mr. Gooderham 
sold or transferred, at any rate you 
suggest to Mr. Cox his right to take up 
the new shares? A.—Yes. 

Q.—Now was that a transaction that 
you knew about, or are you just sug- 
gesting that? A.—Well I knew that 
there was a transfer from Mr. Gooder- 
ham. 

Q.—What was transferred from Mr. 
Gooderham to Mr. Cox? The right to 
new shares, or was there any larger 
agreement than that — any larger 
transaction than that? A. — He 
transferred the bulk of his holdings to 
Mr. Cox. 

Q.—Were you a party to that nego- 
tiation? A.—No. 

Q.—Were you conversant with it be- 
fore it transpired? A.—No. 

Q.—Not even consulted about it? A. 
—No. 

Q.—Was any agreement prepared 
that you or your company has in con- 
nection with that matter? A.—None. 

Q.—You have never seen the agree- 
ment under which Mr. Cox acquired 
the shares? A.—Never. 

Q.—As a matter of fact there was 
no transfer bv Mr. Gooderham to Mr. 
Cox of these shares in the Manufactur- 
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ers—that is his old shares—until long 
afterwards was there? A.—wNo. 

MR. McLAUGHLIN: The stock led- 
ger will show it. 


MR. TILLEY: That is a fact. There 
is no question about it. It is not long 
after the new company was formed 
was it? A.—I cannot say positively. 

Q.—Well, let us assume that that 
is the case for the present, and not 
bother further with it, because we will 
take that up later. Then will you 
show me Mr. Gooderham’s account 
here, showing his stock. By referring 
to Mr. Gooderham’s account, page 93, 
it indicates to you, does it, that he 
did not take up his new shares? A.— 
Yes. 

Q.—That he had how many shares 
at.that tamer © Ac——3,0/4. 

Q.—Then that would not entitle him 
to as many as 2,300 new ones, would 
it? “A.—He had 3,124 in May, 1901. 

Q.—But in the meantime he had got 
some additional shares—he had got 
100 and sold 50? A.—Yes, he had 
another account. 

Q.—So that he had other shares 
standing in his name besides his per- 
sonal shares—he had other shares 
under the heading Trust Account? A. 
—Yes. 

Q.—And you say that it was from 
these shares Mr. Cox got his 2,000 
new shares at any rate? A.—Yes. 

Q.—And that was by reason of some 
agreement that existed as far back as 
1900 whereby Mr. Cox was becoming 
the purchaser of Mr: Gooderham’s 
holding of stock? A.—So 1 under- 
stood. 
~ Q.—Do you know how long before 
1900 before that allotment of stock, 
Mr. Gooderham and Mr. Cox had 
entered into that arrangement? A.— 
No, I do not. 

Q.—You say it was an entirely pri- 
vate matter between them? A.—Yes, 
I never heard of it until after it was 
all accomplished; as a matter of fact 
J was in the Maritime Provinces at 
the time. 

Q.—What time are you referring to 
now? When the stock was increased ? 
A.—When the agreement was made 
between Mr. Gooderham and Mr. Cox. 

Q.—Then for what purpose were 
these shares transferred by the dif- 
ferent parties to the Central Canada? 
In the month of July, 1900, immedi- 
ately on the issuing of- the new stock 
was it not? <A.—Yes, according to 
the date. 


Q.—For what purpose were these 


transfers made? A.—Well I could not 
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say. They were made by various per- 
sons. 

Q.—Two were made by you2 A.— 
Yes. 

Q.—For what purpose were yours 
made? A.—In all probability I was 
getting a loan on them. 

Q.—Can you verify that in any 
way? <A.—I could not just now, but I 
could this afternoon. 

Q.—Was this not a transaction in 
which these were all parties with 
some common interest? A.—As a 
matter of fact, most of them I think 
were the property of Mr. Cox. 

Q.—Then were these that you trans- 
ferred the property of Mr. Cox? A.— 
IT could not say offhand. 

Q.—Could not you in any way verify 
that? A.—Yes, I can. I do not know_ 
that I can from the records here. 
Perhaps I could from my own account. 

Q.—Where is your own account? A. 
—I think they were probably a sale 
to’ Mr. Cox. 

Q.—I would rather you would find 
out if you can in some way. There 
must be some way of ascertaining 
that: 

MR. McLAUGHLIN: Will it do to 
give the information after adjourn- 
ment? 

MR. TILLEY: That will do if we 
cannot do better. We would like to 
clear up as we go along. 

MR. LANGMUIR: Was the trans- 
fer partly old and partly new? 

MR. TILLEY: That transfer was 
partly old, 95 old shares and 11 new 
shares. 


MR. LANGMUIR: And I suppose 
the others too? 

MR. TILLEY: In some cases old 
and new; in other cases all new, and 
in other cases all old. 

WITNESS: I think it is quite like- 
ly that it was a sale to Mr. Cox. 

Q.Do you say that you cannot verify 
it here, because we must not leave too 
many things to go over? A.—I cannot 
verify it here. 

Q.—It is impossible for you to verify 
that transaction from the books that 
are here? A.—Have you the transfer 
books, Mr. Winter? That might 
throw some light on it. (Handed to 
witness.) 

Q.—It is dated July the 26th and 
August the 11th, 1900. There were 
two transfers. I see by page 103 that 
your own holding of stock in July, 
1900, was how many shares? There 
was a balance of 95 on June the 9th. 
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Of necessity those would be old shares. 
That is June 9th of the previous year, 
is,it not? This is the entry at page 
103. While that appears to be out of 
order, that is some item being made 
for January, March, April, then June, 
and then back to January again. The 
last items which appear to be out of 
order were not transfers. but were 
entered afterwards. Is that right? 
New subscriptions? A.—Yes. 

Q.—So that those new subscriptions 


were entered in between the item of - 


June the 9th and the item of July 
the 26th sometime? A.—Yes. 

Q.—Can you tell me how that came 
about? Was the stock actually sub- 
scribed? January 30th. That must 
be a transfer. That cannot be new 
stock? A.—That was Mr. McBain of 
Montreal wrote me, or transferred his 
rights to me to take the stock up for 
him; he did not want the new stock. 

Q.—So that you got a transfer from 
Mr. McBain for some new stock? A. 
—Yes. 

Q.—And you got the transfer from 
National Trust right for new stock? 
A.—Evidently. 

Q.—And you got a transfer on 
March 14th for one more share? A. 
—And March 65 shares. 

Q.—Does that mean what you are 
entitled to yourself? A.—Yes. 

Q.—So that shows how you got this 
new stock which you would subscribe 
for when the stock was put on the 
market? A.—Yes. 

Q.—But the transfers to you of the 
right to that stock were dated before? 
Ts that right?” A.=—Yes: 

Q.—So that that would explain how 
these entries were made later on, be- 
cause the right to take up the stock 
did not accrue at the time vou hgd the 
transfers made to you? A.—Yes. 

Q.—And thev are dated as of the 
date you got them? A.—Yes. 

Q.—Then you say that from the 
books that are here you cannot in any 
way explain what this transaction was 
on July the 26th, and August the 11th, 
when vou transferred stock to the 
Central Canada? You cannot think 
what it was even so far as you are 
concerned? A.—Not positively. though 
I think quite likely that it was a sale 
to Mr. Cox. 

Q.—Had vou any agreement for sell- 
ing to Mr. Cox at that time? A.—No. 

Q.—Then is it right to sav that this 
9.825 shares that were transferred to 
the Central Canada at that time were 
Mr. Cox’ shares? A.—I think so. 

Q.—2.825. And vou sav at the same 
time Mr. Cox had some agreement. 
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the terms of which you cannot give 
us, whereby he had the right to ac- 
quire Mr. Gooderham’s other shares? 
A.—So I understood. 

Q.—Amounting to how many?. A,.— 
Something over 3,000. 

Q.—3,074. So that Mr. Cox at that 
time subsequently had control of the 
Manufacturers’ Life, had he not? A. 
—No; the policyholders had. 

Q.—Leaving that out? A.—He had 
control of the stock. 

Q.—Mr. Cox at that time would 
control the voting power on the stock 
of the Manufacturers’ Life Insurance 
Company? A.—Yes. 

Q.—Then that was the condition that 
existed at the time that the agreement 
for the amalgamation was made? A.— 
Let us see. 

Q.—There cannot be any question 
about that? A.—Unless he had parted 
with the stock in the meantime. 

Q.—There is nothing to show that, 
either? A.—He and Mr. Gooderham 
together. 

Q.—He and Mr. Gooderham to- 
gether; and as you understood Mr. 


Gooderham had agreed to sell at any 


rate to Mr. Cox. You are not giving 
us the exact terms of the contract ex- 
cept as you understood them at that 
time, and you were the Managing 
Director of the Company. I think it 
is fair to take your understanding. 
Your understanding at the time was 
that that was the situation? A.—Yes. 

Q.—So that in reality Mr. Cox did 
control the voting power of the stock 
at that time. providing his arrange- 
men with Mr. Gooderham was such 
that he should vote on it in the mean- 
time? A.— Yes: 

Q.—But that Mr. Gooderham: should 
vote as he desired, he having agreed 
to buy it. Who were the officers of the 
Manufacturers’ Life? A.—I was Man- 
aging Director. Mr. George A. Ster!l- 
ine was Secretary. Mr. George Good- 
erham, President. And I think Mr. 
C. D. Warren was Vice-President. 

Q.—So that Mr. Gooderham was the 
President of the Company apparently. 
He agreed to sell his stock to Mr. Cox 
before July, 1900. Then the balance 
of the stock was subscribed, and after 
that the amalgamation agreement was 
made, and during the whole time, and 
until that was completed, Mr. Gooder- 
ham remained the President of the 
Manufacturers’ Life.—A.—Yes. 

Q.—He remained the President 
throughout. Then take the case of the 
Temperance and General. What con- 
dition existed there in 1900° 
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MR. McLAUGHLIN: We will pro- 
duce the books. 


MR. TILLEY: You can only tell 
from the Blue Books, and the condi- 
tion of affairs that existed when the 
transaction was put through, and you 
became the Managing Director. You 
would then get personal knowledge? 

A.—Well, I had the opportunity of 
doing so. 

Q.—I suppose you would acquire 
some knowledge as to -the control? 


MR. McLAUGHLIN: We can pro- 
duce the stock-book to show. 


MR. TILLEY: I notice that the 
list of shareholders of the Temperance 
and General for 1900 is given in the 
Blue Book for that year at page 506, 
and the Central Canada there seem to 
hold $3,000 of stock. Re George Good- 
erham $5,500; J. C. Kemp, Manager 
and M. Morris, Assistant Manager in 
trust $20,00. And then some smaller 
sums, making in all a total subscribed 
stock of $100,000. That was their cap- 
ital was it not? A.—yYes. 

Q.—So that it is clear there that 
Mr. George Gooderham, according to 
the list of shareholders had absolute 
control of the shareholders’ votes 
there? A.—Yes. 


MR. McLAUGHLIN: He had the 
majority of the shareholders’ votes. 


MR. TILLEY: Mr. McLaughlin 
points out the distinction that he had 
the majority, but he could not make 
the others vote as he wanted them to. 
You understood’ what I mean by the 
term ‘‘control?’?’ A.—When I answer- 
ed yes, I meant that according to the 
record he had the majority stock. 

Q.—He could carry any vote he 
wanted to pass at the shareholders’ 
meeting? That would be evident any- 
way?. A.—I think the policyholders. 

Q.—I am leaving out the idea of 
policyholders. I confined it to the 
shareholders. As to the shareholders 
he could? A.—It would seem so. 


Q.—Do you know who held this $20,- 
000 of stock that stood in the name 
of Mr. Kemp, the Manager, and Mr. 
Morris, the Assistant Manager, in 
trust? That would be the Manager 
and Assistant Manager of the Can- 
adian Bank of Commerce would it not? 
A.—I do not know. 


Q.—Don’t you know J. C. Kemp, 
and Mr. M. Morris, were connected 
with the Bank of Commerce in 1900? 
A.—I presume they were. I am not 
personally acquainted with either of 
the gentlemen. 
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Q.—But that is a matter of common 
knowledge? A.—They are now at any 
rate. 

Q.—Then do you know who owned 
those shares? A.—I do not. 

Q.—Do you know whether the agree- 
ment that existed with regard to Mr. 
Gooderham’s shares in the Manufac- 
turers’ Life covered his shares in the 
Temperance and General in favor of 
Mr. Cox? A.—TI believe they did. 

Q.—So that while apparently Mr. 
Gooderham had the control you think 
in reality at that time the control of 
the shareholders’ vote in the Temper- 
ance and General would be with Mr. 
Cox as the purchaser of these shares? 
A.—I cannot say that, because IT ‘do. 
not know who had the voting power. 

Q.—But you do know that Mr. Cox 
had contracted to buy the shares—he 
was to become the purchaser of the 
shares, and he did afterwards become 
the purchaser of them? A.—Yes. 

Q.—Then after the amalgamation of 
the two companies went through all 
the old stock at any rate still remain- 
ed in the name of Mr. Gooderham 
until after the amalgamation was com- 
pleted, then the stock was ultimately 
transferred to Mr. Cox, or to whom 
he appointed? A.—Yes. 

Q.—So that the purchase was actu- 
ally completed in that way. Then 
would you give me the agreement for 
the amalgamation of the two com- 
panies? 

MR. McLAUGHLIN: It is attached 
to the Act. It is in the statute. 


MR. TILLEY: Mr. McLaughlin 
states that the agreement is in the 
schedule to the Act incorporating the 
new company? A.—Yes. 

Q.—The agreement was made in 
1901, the date not being filled in in 
the schedule. Was it not entered into 
until afterwards? Were you merely 
authorized to enter into the agree- 
ment? A.—I think we have the orig- 
inal document here. 


MR. McLAUGHLIN: The Act will 
be sufficient I suppose? 

MR. TILLEY: Certainly. All I 
want to do is to fix the date. The 
agreement itself I see is dated 2nd 
of July, 1901, and is between the 
Manufacturers’ Life Insurance Com- 
pany, called the Manufacturers’ Com- 
pany of the first part, the Temper- 
ance and General Life Insurance Com- 
pany of North America, called the 
Temperance Company, of the second 
part, and the Manufacturers’ and Tem- 
perance and General Life Assurance 
Company, hereinafter called the com- 
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pany of the third part, and is execut- 
ed under the corporate seal of each 
of the companies, Mr. Gooderham as 
President, and Mr. J. F. Junkin as 
Managing Director, signing for the 
Manufacturers’ Company, and Mr. G. 
W. Ross as President, and Mr. J. S. 
Begg as Secretary, signing for the 
Temperance and General, and Mr. G. 
W. Ross as the President, and Mr. 
J. F. Junkin signing for the new com- 
pany then incorporated. Then sub- 
ject to comparing the agreement in 
detail later on, we may make this an 
exhibit. The Act is already in I am 
told. We will just keep this for the 
present for the purpose of comparing 
it and give it back to you. Besides 
this agreement of the 2nd of July, 
1901, was there any other agreement 
signed relating to the incorporation 
of these two companies that you know 
about? A.—None that I know. 

Q.—Either between individuals or 
between corporations? A.—I do not 
remember of any. 

Q.—Can you say that none was to 
which you were a party? A.—Yes. 

Q.—And you know of none to which 
any other parties became subscribers 
relating to the incorporation of a new 
company to take over the old two, or 
relating to the amalgamation in any 
shape or form? A.—I do not remem- 
ber of any. 

Q.—Who were the officers of the Tem- 
perance and General? A.—Mr. Suth- 
erland was Manager or Managing Dir- 
ector, I am not sure which; the Honor- 
able G. W. Ross was President, and 
Mr. Begg was Secretary. I do not 
know who was Vice-President. 


Q.—Mr. Johnston asks me to ask you 
about the control of the Manufactur- 
ers’ Life Insurance Company after it 
became incorporated. You say when 
it became incorporated, or soon after- 
wards, the stock was transferred from 
Mr. Gooderham to Mr. Cox, that gave 
him the control of the shareholders’ 
votes. That control did not remain 
with him as I gather from the trans- 
fers of stock that I understand have 
been made? A.—WNo. 


Q.—So that Mr. Cox has not now 
control of the Manufacturers’ Life In- 
surance Company? A.—No, not at 
all. 

Q.—I was going to come to that 
later, but it was asked I should bring 
it out here. Then you say that there 
was no agreement either with share- 
holders or officers of either of the com- 
panies except the ones you have men- 

tioned, there being one between Mr. 
Cox and Mr. Gooderham for the pur- 
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chase of stock, and this other agree- 
ment whereby the companies were to 
be amalgamated, which was made pur- 
suant to the Act? A.—There was an 
agreement afterwards with Mr. Suth- 
erland regarding his retiring allow- 
ance. 

Q.—Was that an agreement that 
was intended to be made at the time 
the amalgamation went through, or 
was that something entirely subse- 
quent? A.—I think it was subse- 
quent. 

Q.—Have you the agreement here? 
A.—Yes. 

Q.—You can just tell from the agree- 
ment itself. Then the agreement that 
you refer to is one that you now pro- 
duce, not dated is it? A.—I see there 
is a date on the back. in September? 
It was approved by the Executive 
Committee in September. 

Q.—1901. You produce an agree- 
ment between the Manufacturers and 
Temperance and General Life Insur- 
ance Company and Henry Sutherland 
of Toronto, which by the endorsement 
on it appears to have been approved by 
the Executive Committee on Septem- 
ber the 9th, 1901? A.—Yes. 

Q.—<And I suppose was executed im- 
mediately afterwards, so far as you 
know? A.—I believe so. 

Q.—So that this agreement was 
made within a month or two after the 
amalgamation went through? A.— 
Yes. 

Q.—Then leaving this agreement for 
the present it will be marked as exhib- 
it No. 56. I will not read that for 
the moment. Was any other agree- 
ment then made or afterwards made 
between any shareholder or officer of 
either of the old companies, and the 
new company? A.—In what way? 


Q.—Any way, relating to the old bus- 
iness with the new company, or any 
persons that were interested in the 
new company entered into for the pur- 
pose of carrying through the arrange- 
ment, or satisfying any person that ob- 
jected of any kind at all, relating to 
that amalgamation—were there any 
other agreements signed than those 
you have told us about nowP A.— 
None that I know of. 

Q.—Any other officer of the Manu- 
facturers’ Life or the Temperance Gen- 
eral settled with, or any agreement 
made with him? A.—No. 

Q.—Was any made with Mr. Gooder- 
ham? $A.—None in connection with 
the amalgamation. 

Q.—Well, in connection with any- 
thing after the amalgamation went 
through then? A.—There was a bal- 
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ance of his honorarium paid to him— 
$1,000. 

Q.—Was that made the subject of an 
agreement or negotiation? A.—Oh 
no, it was just paid the same as any 
salary would be paid. We overlooked 
it at the time of the amalgamation and 
we paid it afterwards; it was due to 
him and it was paid. 

Q.—His honorarium as President. 
Then we will leave that too for the 
minute. We will deal with that later. 
Was there any other agreement, or any 
other person dealt with at all before 
or after the amalgamation? A.—No. 

Q.—That covers everything that was 
done? A.—Everything so far as I 
have the slightest recollection of. 

Q.—lEverything so far as you know. 
And you say there is no copy of the 
agreement between Mr. Cox and Mr. 
Gooderham that has ever been on the 
files of the Manufactures’ Life Com- 
pany? A.—None whatever. 

Q.—And never been in your keeping 
personally? A.—WNo. I was never 
even informed of the terms of it. 

Q.—It was entirely a private mat- 
ter apart altogether from you? A.— 
Exactly. : 

Q.—It had nothing to do with the 
company so far as you as Manager 
would become aware of it at allP A.— 
Nothing whatever. 

().—Then the Act to incorporate the 
Manufacturers and Temperance and 
General Life Insurance Company was 
passed in 1901, and is chapter 105 of 
lst Edward VII. That created as you 
understood an entirely new and dis- 
tinct company? A.—Yes. | 

Q.—The old company coming to an 
end, and the new one beginning, liable 
for the obligations of the old company 
in so far as the Act made it liableP A. 
= ¥ £9) 

Q.--Then it authorized the appoint- 
ment of Directors, and as to the voting 
powers it began first with a provision 
that policyholders shall have votes did 
it note A.—Yes. 

(.—That is section 18. At all gen- 
eral meetings of the company each 
shavekoiaey present or represented by 
proxy, and who has paid all calls due 
upon his shares in the capital stock, 
shall have one vote for each share as 
held by him, and each proxy must be 
himself a member, and entitled to vote. 
tach person holding a policy or a pol- 
icy of the old Manufacturers Com- 
pany, or the old Temperance Company, 
whether such person is a shareholder 
or not, who by the terms of his policy 
is entitled to participate in profits, and 
who has paid all premiums due on such 


ie 
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policy, shall be a member of the com- 
pany, and shall be entitled to attend 
and vote in person at all general meet- 
ings, and shall have one vote for each 
$1,000 held by him. That is the 
clause that gives thepolicyholders the 
right to vote in your company in the 
present time? A.—Yes. 

Q.—I do not know that I asked you 
what the provision was in the Temper- 
ance and General Act as to policy- 
holders voting. Had they the right 
to vote there? A.—TI could not say. 

MR. McLAUGHLIN: You have the 
Act here. 


MR. TILLEY: Then just let us see 
what it is. Taking the Temperance 
and General first, chapter 97, 47 Vic- 
toria passed in 1884. I will read sec- 
tion 6 of the Temperance and General 
Act, but it need not be taken down. 
(Counsel reads sections 6, 7 and 14.) 

That was the provision in the old 
Temperance and General Act, that each 
had a vote, each could vote by proxy 
so long as the proxy was himself en- 
titled to vote, and be in attendance at 
the meeting to vote? A.—AIl the 
shareholders. 

Q.—That is shareholders and policy- 
holders both. It says every holder of 
a participating policy of the company 
upon which all premiums due have 
been paid, shall vote? A.—Any per- 
son. 

Q.—lIt is only the subscriber to the 
guarantee fund, or the shareholder as 
vou call him who can vote by proxy. 
Every policyholder in order to register 
his vote under the old Temperance and 
General Act would be required to come 
to the meeting and vote personally ? 
A.—That is as I understand it. ‘ 

Q.—Then so much for the Temper-. 
ance and General. Then the Manu- 
facturers’ Life Company’s Act of in-. 
corporation, being the one in 1887, 
under the heading of section 4, subsec- 
tion 2 says. (Counsel reads subsection 
So that in the- 
Manufacturers’ Life Act there was no 
power for a policyholder to vote by 
proxy. The policyholder in order to 
vote must come and attend the meet- 
ing and vote himself? A.—So I un- 


derstand. 


Q.—And then that same idea is car- 
ried into your Act nowP A.—Yes. 


Q.—And shareholders can vote by 
proxy, if the proxy is a shareholder, 
but policyholders cannot vote by proxy 
even by giving the proxy to a share- 
holder?’ A.——No} 


Q.—They cannot register a vote. 
except by attending in person and. 
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voting. Then that practically renders 
the policyholders’ vote as not a very 
serious matter anyway doesn’t it? A. 
—Well, we have a good many policy- 
holders in Toronto. 

Q.—But still it is not as serious a 
matter as it might look on the sur- 
face? They have not much to say 
about it after all as a matter of fact 
have they? A.—My experience in life 
insurance teaches me that policyhold- 
ers never: do take much interest. 

Q.—So that whether the Act is re- 
stricted or not does not seem to come 
into play very much. They do not 
take much interest? A.—Exactly. 

Q.—Can you give me roughly how 
many policyholders you have in your 
books at the present time that would 
be entitled to vote at your annual 
meeting? A.—Probably about 30,000. 

Q.—About 30,000 votes that could be 
registered by the policyholders? A. 
—Yes. 

Q.—If they all came and attended 
the meeting. So that while that looks 
to be a large figure, and looks to be 
a substantial control, there is nothing 
much in it is thereP A.—JIn actual 
ape I believe there is not a great 

eal. 

JUDGE MacTAVISH: Can you re- 
call how many policyholders were pre- 
sent and took part in the proceedings 
at the last annual meeting—policy- 
holders who were not shareholders? 

MR. TILLEY: How many attended 
the last meeting? A.—Probably a 
dozen or fifteen. 

MR. TILLEY: I am coming to that 
afterwards, as to the means of noti- 
fying them and so on. I just wanted 
to deal ¢now with the amalgamation 
of these two companies, and what Mr. 
Junkin says is that while there seemed 
to be a substantial policyholders’ vote, 
that it would not have much influence. 
It would not affect you much if you 
wanted to get control of a company, 
that there was a large number of pol- 
icies issued by it, would it? A.—If 
some person took interest enough on 
the other side to gather them up, they 
could gather quite a‘ few. 


Q.—It would be rather expensive 
gathering them all into Toronto from 
the West Indies? A.—Even the To- 
nn ones would amount to consider- 
able. 


Q.—I suppose the 30,000 would mean 
those in the West Indies and China 
and Japan? A.—Yes. 

Q.—It would be rather a _ serious 
undertaking wouldn’t it? A.—To 
gather them all, certainly. 
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Q.—Then the agreement that was 
ratified by the Act is given as a sched- 
ule to the Act, as Mr. McLaughlin 
pointed out, and is between the com- 
panies that I have mentioned, the two 
old companies, and the company to be 
formed, and it recites that the Manu- 
facturers’ Company, and the Temper- 
ance Company, have respectively here- 
tofore carried on the business of life 
insurance companies, and that the new 
company has been incorporated for the 
purpose of carrying on the business of 
life insurance, and to acquire the busi- 
ness of the Manufacturers’ Life and 
Temperance companies respectively, 
upon the terms set out, and so on. It 
states that the capital stock of the 
Manufacturers’ Company was two mil- 
lion dollars, of which one million had 
been subscribed and $200,000 had been 
paid up. So that as to the balance of 
the capital stock of the Manufactur- 
ers’, you were rather in error. The 
whole balance had not been subscrib- 
ed. They had only subscribed appar- 
ently up to one-half of the authorized 
capital of the old Manufacturers’? A. 
—Yes, the authorized capital was 
$2,000,000. 

Q.—So that when the new subscrip- 
tion was taken it was only taken up 
to a half of the total authorized capi- 
tal? A.—To make up the even mil- 
lion. 

Q.—That however you say was not 
in the contemplation of the amalga- 
mation? A.—No. As you will see 
from the minute it was in January, 
1900. The amalgamation did not take 
place until the middle of 1901. 

Q.—But you do not know, or I 
understood from you that before the 
increase of the stock, or at least be- 
fore the new subscription for stock 
was made, that there was the agree- 
ment between Mr. Cox and Mr. Good- 
erham?P A.—Not before the subscrip- 
tion. My recollection is that immedi- 
ately after the resolution was passed, 
in January, 1900, the notices were sent 
out to the shareholders inviting their 
subscription for the new stock. And 
some of them came in immediately; 
others were much slower. 

Q.—Then what does it lead you to 
say about the agreement between Mr. 
Cox and Mr. Gooderham, as to its 
date? A.—My belief is that~ there 
was no thought of amalgamation at all 
at the time of that increase in capi- 
tal. 

Q.—There was no thought of amal- 
gamation, and there was no agree- 
ment between Mr. Cox and Mr. 
Gooderham? A.—I do not think so. 
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Q.—And the agreement between 
Mr. Cox and Mr. Gooderham you 
think was after the stock was offered 
for subscription to the old sharehold- 
ers? A.—Yes, that is my understand- 
ing. 

Q.—Was it in any way connected 
with the manner in which the subscrip- 
tions for stock came in by the old 
shareholders? A.—Not that I am 
aware of. 

Q.—I thought you mentioned that 
the subscriptions rather indicated 
that they came in slowly? A—Some 
of them did, yes. 

Q.—Was it not being readily taken? 
A.—It was quite readily taken by 
some of the shareholders, and others 
paid no attention. 

Q.—And was it the discussion about 
that that led to the agreement do 
you know between Mr. Cox and Mr. 
Gooderham? A.—I would not think 
so. I do not see how that would be 
so. 

Q.—They were not connected at all? 
A.—I think ‘not. 

Q.—And you cannot say at what 
period that allotment of new stock 
in January, and the 26th of July 
when these transfers were made, that 
the agreement was made between 
Mr. Cox and Mr. Gooderham? A.— 
No, I could not say. 


Q.—It would be sometime between 
those two dates? A.—Yes. 


Q.—Then this agreement refers to 
the guarantee fund of the Temperance 
Company, and the $100,000 all of 
which had been subscribed and paid 
up, and the authorized capital of the 
company was $3,000,000 divided into 
thirty thousand shares of $100 each. 
(Reads agreement.) 

Then that being the agreement 
that it was proposed to sign, and 
which was afterwards signed and 
executed by all of the. parties, you 
went to Parliament for an Act to 
authorize that to be done, and make 
the incorporation of the new company, 
and the taking over of the assets of 
the old company perfectly valid? A. 
—+Y OS; 

Q.—Was there any objection so far 
as you know to the amalgamation by 
any shareholder in either company? 
- A.—-No; I do not know of any. 

Q.—So that the acts that were done 
with regard to that so far as you are 
aware were all unanimous? A.—Yes. 

Q.—And with the approval so far as 
you know now of every person inter- 
ested in either company? A.—Yes. 

Q.—There was no objection either 
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from policyholders or shareholders? 
A.—No, I do not think we received 
a single objection. 

Q.—Nor any opposition in any way? 
A.—No. 

Q.—Then the Act was passed, and it 
by the first section creates certain per- 
sons into a corporation, and gives the 
corporate name, and appoints the same 
persons to be the first Directors of 
the company. It fixes the capital 
stock at $3,000,000 divided into thirty- 
thousand shares of $1.00 each, speci- 
fies the objects of the company, head 
office to be at Toronto, and gives the 
right to establish branches and sub- 
Boards within Canada or elsewhere 
as may be deemed expedient. Then 
by section 6 of the Act there is power 
to acquire the Manufacturers’ Com- 
pany, and the Temperance Company, 
and these companies may sell and 
convey to the new company their 
respective entire assets, business, and 
soon, upon the terms proposed in the 
agreement set out in the schedule to 
the Act. Then it recites how that 
agreement is to be executed, and the 
property then is to be vested by sec- 


ih (Quotes sections 8, 9, 10 and 


I think Mr. Junkin, that under 
the first sentence in this section 12, 
dealing with the number of Directors 
being less than 7, and not more than 
25, that you have from time to time 
altered the number of your Directors 
since this Act came into force? A.— 
Yes. 

Q.—Increasing the number in two 
or three different years? A.—Some 


years there have been an increase and 
some a decrease. ; 


Q.—At any rate you have assumed to 
act under that, and I see by the ae 
ond part of the same section there is 
a limit of $5,000 on each policy put 
on the policyholder entitled to act as 
director? A.—Yes. 


Q.—Then it is the next one that 
deals with voting, and I have read 
that already. Then there is a pro- 
vision that Directors may pay all ex- 
penses in connection with the Act. I 
a read section 16. (Quotes section 

IT think you have acted under those 
We in appointing committees? 

— Yes, 


Q.—We will come to those later on. 
Then section 17 provides for the issue 
of paid-up policies in certain cases, 
and section 18 is as follows. (Quotes 
tion you applied for the change of 
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name to the Manufacturers’ Life In- 
surance Company? A.—Yes. 

Q.—Then that agreement you say 
was duly executed, and thereby be- 
came operative by reason of the Act, 
and the new company became entitled 
to all the rights and assets of the old 
company. Then after that you say 
this agreement was executed with Mr. 
Sutherland. That is agreement ex- 
hibit No. 56. (Reads exhibit No. 56.) 
Were the payments made as required 
under this agreement? A.—Yes. 

Q.—Are there any entries in your 
minute books relating to this agree- 
ment? A.—Yes. 

Q.—I see it says: ‘‘Approved by the 
Executive Committee, September the 
9th.”” I would like to have the entry 
relating to it. The entries that ap- 
pear to be in the minute book so far 
as Mr. Winter has pointed them out to 
me, are: one that I notice myself is as 
follows: The first one is in the min- 
utes of the Directors’ meeting held on 
Wednesday, the 24th day of July, 
1901. That was the meeting of the 
Directors at which the by-laws were 
submitted and approved, and then 
after those by-laws were submitted and 
approved, and certain other action 
taken ’in regard to different matters, 
this entry appears: Moved by Mr. 
James Mills, esconded by Mr. W. 
Strachan, that a retiring allowance of 
$2,000 for five years be paid to Mr. 
Henry Sutherland on such condition 
as may be arranged by the Executive 
Committee. Carried.’’ Then the other 
reference to the same matter is in the 
minutes of the Executive Committee 
of September the 9th, 1901, as follows: 
‘‘Acreement with Mr. H. Sutherland 
regarding retiring allowance was sub- 
mitted, and approved.”’ So that that 
would be the approval that is recorded 
on the back of the document itself? 
A.—Yes. 

Q.—And then the authority to go on 
and enter into the agreement, and 
negotiate the terms with Mr. Suther- 
land is contained in the first resolu- 
tion I read? A.—Yes. 


Q.—And that was left to the Execu- 
tive Committee. Now that was done 
at the inaugural meeting of the com- 
pany? A.—Yes. 

Q.—What was the occasion of that? 
A.—Well, it is quite usual when a man 
has spent a large amount of time and 
faithful service with a company to 
give him a retiring allowance, I under- 
stand. 

Q.—You say that it is a usual thing 
with companies where the Manager has 
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given them for some time faithful ser- 
vice, and well-thought of, he should 
be given a retiring allowance? A.— 
Yes. 

Q.—Then do you mean it to be in- 
ferred that that is the nature of this 
agreement, the simple transaction of 
giving a man a retiring allowance who 
has served good and faithfully? A.— 
Yes, with the additional provision that 
we are guaranteed his good will. 

Q.—Was there anything that re- 
quired that guarantee to be put in? 
A.—It was just a precaution. 

Q.—Was it a precaution that facts 
had demonstrated might be neces- 
sary? A.—No, I cannot say that it 
was.” 

Q.—Wa sthere any rupture at that 
time between Mr. Sutherland and the 
company, or the officials of the com- 
pany? A.—Well, there would natur- 
ally be disappointment on either one 
side or the other. There were two 
managers for the old companies, and 
only one man could be Manager for 
the new company. 

Q.—And then it fell to Mr. Suther- 
land’s lot to drop out. And there was 
disagreement at that time was there 
not? A.—Well, in that way. 

Q.—And you had experienced some- 
thing, had you, that indicated that it 
would be well to have this contract 
with him? A.—No. I do not think I 
could say that. 

Q.—It seems to me to be rather a 
peculiar provision for the ordinary 
case of a company showing its appreci- 
ation and good will to an old tried 
servant who was leaving, and desir- 
ing to give an honorarium as an ex- 
pression of that good will—it seems to 
have him pretty well tied up. does it 
not? He is left to a Committee of 
Mr. Wood and Mr. Thomas Bradshaw, 
or the survivor of them as to whether 
the agreement is carried out, and if it 
is not properly carried out to their 
idea he is bound to return the money. 
Who was Mr. Bradshaw at that time? 
What position did he hold? 

MR. McLAUGHLIN: He was not to 
return the money. 


WITNESS: I would take the pre- 
caution, if any of our chief agents 
were leaving the company, to do that. 

MR. TILLEY: Mr. Bradshaw was 
an officer of the company at that time? 
A.—He was actuary of the Imperial. 

Q.—At that time he was consulting 
actuary, was he not, of your company? 
A.—Yes, for a short time. 

Q.—He is down here for a salary of 
$1,000 a year, so I suppose he had 
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something to do with your company? 
A.—I think that was before the amal- 
gamation. 

_Q.—At the same meeting, the pre- 
vious resolution is that T. Bradshaw, 
consulting actuary from Ist January, 
to 3lst December, 1901, including the 
services for the two old companies in 
connection with the amalgamation, 
should receive $1,000. Then did his 
services expire, so far as your com- 
pany was concerned, at the end of 
1901? A.—I think that was the date. 

Q.—So that he was only associated 
with your company for the six months 
after your company was formed? A.— 
Yes, that is my recollection. 

Q.—And during that period he was 
consulting actuary? A.—Yes. 

Q.—And otherwise his position was 
that of Manager and actuary? A.— 
Actuary and Secretary, I believe, of 
the Imperial. 

Q.—Mr. Winter asks me to bring out 
the fact that he was the actuary that 
was appointed to make the valuation 
of the two companies? A.—yYes. ° 

Q.—That is the old Manufacturers’ 
Life and the Temperance and Gen- 
eralP A.—Yes. 


Q.—And that his services in that 


way were of a special kind? A.—Yes, 
in connection with the amalgamation. 

Q.—And this fee of a thousand dol- 
lars was a fee paid to him to cover 
the general services in connection with 
that amalgamation work? A.—Yes. 

Q.—But he was the Manager of an- 
other company that was controlled by 
Mr. Cox? A.—I would not say that. 

MR. McLAUGHLIN: He would not 
say it was controlled by Mr. Cox. 

MR. TILLEY: Do you hesitate? 
Do not let Mr. McLaughlin make you 
nervous? A.—I did not catch the 
tenor of the question. I was merely 
thinking of his official position in 
connection with the Imperial. 

Q.—That was the fact? A.—He was 
the Secretary and actuary of the Im- 
perial. That is my evidence. 

Q.—And this Mr. Wood was the 
Director of your company, the other 
party named there, was he not? A.— 
Yes. 

Q.—And was he a Director there 
representing any particular interest on 
your Board do you remember, or any 
partiscular holding of stock? A.—He 
was a stockholder himself. 

(i: — Knut was he not representing 
Mf: Cox’ shares at that time? Is not 
that the position? A.—I could not 
say that. He was elected as any other 
Director. 
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Q.—But Mr. Cox himself was not a 
Director? A.—No. 

Q.—And no other person was on the 
Board except possibly Mr. Wood, who 
would be representing him, was there? 
A.—I think not. 

MR. HELLMUTH: Might I ask 
your honors to intimate, if yor have 
thought of it, what hours you propose 
to sit? 

JUDGE MacTAVISH: We will sit 
from half-past ten until 1 p.m. and 
from 2 p.m. until Half-past four p.m. 
every day except Saturday. 

MR. HELLMUTH: Are you going 
to sit during Monday of next week? 

JUDGE MacTAVISH: That has 
not been finally determined, but we 
will determine that to-day. 

(Adjournment, 1 p.m. until 2 p.m.) 


AFTERNOON SESSION. 


Proceedings resumed at 2 p.m. 


(The Examination of Mr. Junkin 
continued.) 


MR. JUNKIN: Would you excuse 
me I would like to make some slight 
alterations. I have been brushing up 
my memory. I find that Mr. Jaffray 
and Mr. Kenny came on our Board in 
1899. 

MR. TILLEY: In March 1899? A. 
Yes sir. 

Q.—Was that the Annual Meeting? 
A.—Yes sir, the Annual Meeting. 

Q.—So that the meeting I under- 
stand was about the date of the trans- 
fer between Mr. Gooderham and Mr. 
Cox? A.—It must have been before 
that as I take it. 

Q.—The agreement between Mr. 
Gooderham and Mr. Cox, Mr. Mc- 
Laughlin says about the date of the 
agreement? A.—Yes sir. 

Q.—You say that by reason of that 
fact you come to the conclusion that 
you are mistaken in the date of the 
agreement? A.—Yes sir. 

Q.—And that the agreement was ear- 
lier than you thought? A.—Yes sir. 

Q.—How early was it having regard 
to that circumstance? A.—HEHither in 
the early part of 1899 or the latter 
part of 1898. 

Q.—So that it must have been De- 
cember of ’98 or in the beginning of 
99 that you made the agreement? A- 
——Yes sir. 

Q.—Does that cover your statement 
with regard to that? A.—Yes sir. 
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Q.—The other point is in regard to 
the Mann stock. I find that was 
transferred to the Central Canada for 
a loan to enable me to pay for my 
stock that I had been purchasing. 
Some of the Manufacturers’ Life stock. 

Q.—As Mr. McLaughlin suggests 
some of the new stock. It would not 
be some of the stock outside? A.— 
Tt was the new stock. 

_Q.—Newly issued stockP A.—Yes 
sir. 

Q.—Does that complete every cor- 
rection you want to make? A.—Yes 
sir. 

Q.—Then referring to the first of 
these two matters, you: say that Mr. 
Jaffray and Mr. Kenny were put on 
‘the Board as the result of Mr. Cox’ 
agreement with Mr. Gooderham? A. 
—I would say it was, they were sug- 
gested by Mr. Gooderham. 

Q.—They were suggested by Mr. 
Gooderham not by Mr. CoxP A.— 
No, not so far as we were concerned. 

Q.—Did Mr. Gooderham tell you 
why he desired these two men to be on 
your Board? A.—TI think it is quite 
likely he did. 

Q.—You have no particular recollec- 
tion of itp -A.—No. I have no re- 
collection of any particular conversa- 
tion but I have a recollection that I 
understood it that way they were re- 
presented. 

Q.—Representing Mr. Cox? <A.— 
Yes sir. 

Q.—<As I understood you this morn- 
ing that Mr. Wood was the only one 
on the Board as representing Mr. Cox 
would not be correct either? A.—No 
I intended this as a correction of that. 

Q.—I presumed you did. So that 
Mr. Jaffray and Kenny were suggested 
by Mr. Gooderham to youP A.—Yes 
sir. 

Q.—So that from what you say there 
was no secret in this agreement ‘be- 
tween Gooderham and CoxP A.—wNo. 

Q.—It was a well known transaction 
by persons in the company? 
that is in a general way. 
were not known. 

Q.—The fact was known publicly? 
Au Oe BA's 

Q.—It was public property? A.— 
Yes sir. 

Q.—That this transaction had gone 
through and that neither Mr. Gooder- 
ham nor Mr. Cox objected to speak 
about it or disclose it without giving 
any particulars, that issoisit? A.— 
Yes sir. c 

Q.—That clears up then something 
that I intended to ask you about, pro- 
bably we will bring that up again. 


The details 


Ae =¥ es," 
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I see by the blue book of 1898 in which 
a list of the shareholders of the Manu- 
facturers’ Life Insurance Company is 
given at page 439 that Mr. Cox does 
not hold any stock at all. Have you 
got that account of Mr. Cox’s? By 
the stock book account referring to the 
account under the name of George A. 
Cox at page 102 it is quite evident that 
Mr. Cox did not become a shareholder 
in the Manufacturers’ Company until 
January 23rd 1899? A.—Yes sir. 

Q.—When he bought 250 shares? A. 
Yes sir. 

Q.—Then he sold on the same date 
to Mr. Flavelle 154 shares and the same 
date to Mr. Pellatt 100 shares and 
then he bought from you 90 shares and 
then on February 4th sold 60 shares 
and there were just 26 shares standing 
in hisname? <A.—Yes sir. 

Q.—Those 2,300 shares were trans- 
ferred to the Central Canada and was 
that the old stock that was in Mr. 
Cox’s name at the time of amalgama- 
tion went through? A.—Yes sir. 


Q.—That is to say at the time the 
amalgamation went through Mr. Cox 
had standing in his name just 26 
shares of the Manufacturers’ Life 
stockP A.—Yes sir. 

Q.—And the rest of his holdings were 
either in the name of the Central Can- 
ada or in the name of Mr. Gooderham, 
not having been actually purchased 
transferred to him at that time? A.— 
Yes sir. 

Q.—Then you say of the shares 
transferred to the Central Canada at 
that time some of the shares standing 
in your name and transferred by you 
were merely pledged by you to the 
Central Canada, you being the pled- 
ger: |) A.—Yes sir; 

Q.—Did you get them back from the 
Central Canada? A.—I think I did. 

Q.—When, do you know. They 
don’t appear to have come back from 
the Central Canada yet, probably they 
are carrying them yet? A.—No, they 
are not carrying them. 

Q.—They may have been transferred 
to somebody else by the Central Can- 
ada? A.—Yes sir. 

Q.—Let me see the Central Canada 
account. After that date that you 
transferred those, after you transferred 
them to the Central Canada they re- 
mained there apparently until the 
Companies were amalgamated. I see 
after the amalgamation the Central 
Canada transferred to you 50 shares on 
December 30th 1901 and 170 shares on 
February the 10th 1902 and 7 shares 
on January 2nd 1903; and these are 
the last shares transferred to you. But 
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on February the 10th there was a 
transfer from the Central Canada to 
you of another nature. You trans- 
ferred a hundred to them and they 
transferred back to you a hundred on 
the same date. Were those all your 
shares? A.—Yes I think they were. 

Q.—Those were all your shares? A. 
—Yes sir. 

Q.—I suppose you have something 
that would show just what your trans- 
actions with the Central Canada were? 
A.—yYes sir I can ascertain. 

Q.—Then we will see whether that is 
at all material or not. Then Mr. Cox 
came into it in 1898. Do you know 
whether he bought any shares before 
the agreement with Mr. Gooderham. 
I see the first entry is January 1899. 
Now do you know from that date 
whether Mr. Cox had already made his 
agreement with Mr. GooderhamP A. 
—It would be somewhere about that 
time. I think a little before that. 

Q.—You think it was a little before 
January 1899? A.—Yes sir. 

Q.—So that apparently his first in- 
terest in any way as a shareholder in 
your company was by his agreement 
with Mr. Gooderham? A.—I think it 
was. 

Q.—Then he remained largely inter- 
ested in that way until what year? 
Where was that transferrd to. Mr. 
Cox is not a shareholder now in his 
own name in the Manufacturers’ Life? 
A.—I think not. 

Q.—We will follow that up when we 
come to the stock in the new company. 
Then Mr. Jaffray and Mr. Kenny be- 
came Directors because of Mr. Cox’s 
interest in the company and I suppose 
that it is fair to say that Mr. Wood 
did as well? A.—yYes sir the next 
year. 

Q.—Then he became a director in 
what year? A.—March 1900. 

Q.—He is still a Director? <A.— 
No. 

Q.—I mean Mr. Wood is still a 
shareholder? A.—Yes, sir. 

Q.—When Mr. Cox parted with his 
large interest in your Manufacturer’s 
Insurance Company, Mr. Wood ceased 
to be a Director? A.—Not immedi- 
ately. 

Q.—Well at the next Annual Meet- 
ing did he not? A.—NHither the next 
or second after it. 


Q.—Mr. McLaughlin. says that he 
didn’t cease to be a Director of the 
Manufacturer’s Life until be became 
a Director of the Canada Life? A.— 
Yes, that is right. 

Q.—So that when be became a Di- 
rector of the Canada Life he didn’t 
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remain a Director of your company? 
‘A> Ne . 

Q.—At the Annual Meeting he drop- 
ped out? A.—Yes, sir. 

Q.—Then do you say, referring now 
to the agreement with Mr. Suther- 
land, do you say there was not some 
objection raised by him to the amal- 
gamation going through? A.—TI don’t 
know of any. 

Q.—According to your recollection 
now do you say that this agreement 
with Mr. Sutherland was something 
that arose entirely after the amalga- 
mation P A.—No, I would not say 
that. 

Q.—Was his position in the new 
company discussed before the amalga- 
mation? A.—Yes, sir. 

It was decided then that he was not 
to be the manager. The first propo- 
sition was a joint management. We 
were discussing that between ourselves. 
We calculated it was hardly a practi- 
cable suggestion. The Manufacturer’s 
Life Company being the larger com- 
pany decided that I had a prior claim. 

Q.—The Manufacturer’s Life of 
which you had been the Manager be- 
ing larger than the Temperance and 
General of which Mr. Sutherland had 
been the Manager it was a natural 
thing you would be the manager of 
the new company, and that was de- 
cided on? A.—Yes, sir. 

Q.—Did he then, or before that was 
known, or after in any way raise any 
objection to the amalgamation? A.— 
Not that I know of. Not to the amal- 
gamation, 

Q.—What did he object to? A.— 
To a certain extent objection to drop- 
ping out, 

Q.—That would be a matter between 
him and the officers and directors of 
the company? A.—Yes sir. 

Q.—Outside of that did he take any 
part? A.—Not that I am aware of. 


Q.—Prior to the amalgamation had 
any promise been made him that some 
provision would be made for him if 
the amalgamation was allowed to go 
through or if the amalgamation be- 
came a concluded arrangement? A. 
—Not that I am aware of. 

Q.—Is the resolution that is in the 
minutes that happened so soon after 
the amalgamation, was that the ori- 
ginP A.—It had been talked over by 
the Directors. 

Q.—By the Directors? A.—Yes sir. 

Q.—Demanded by Mr. Sutherland? 
A.—No, I cannot say that it was. The 
Directors felt it was only just that he 
had some consideration. 
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Q.—He is dropped out and this 
agreement I suppose was prepared by 
the Company’s solicitor? A.—I should 
rather think so. 

Q.—Mr. McLaughlin says that he 
was not solicitor at that time. I sup- 
pose that is the fact? A.—Yes sir. 

Q.—You said that Mr. Bradshaw 
was one of the parties appointed to 
value the assets of the two companies. 
Was he the only party? A.—Yes, he 
acted as Consulting Actuary for both 
companies and was asked to value the 
assets. 

Q.—Was any agreement regarding 
that valuation or any definite arrange- 
ment concluded as to what basis should 
be adopted. Was there not some prior 
agreement to this one produced? A. 
—No. That was the understanding 
from the beginning. The assets were 
valued and the business. There is a 
great deal more to be valued than the 
assets. There is the business. One 
to two was the arrangement. 

Q.—That is one to the Temperance 
and General and two to the Manufac- 
turers ? A.—Yes, sir. 

Q.—That was agreed on after Mr. 
Bradshaw made his report? A,—Yes, 
sir. 

Q.—Was that a written report? A. 
Yes, sir. 

Q.—Was anybody else a party to 
it—the making of the report: and the 
proceedings before the report. You 
knew very well Mr. Bradshaw would 
make the report? A.—Yes, sir. 

Q.—But he made up his figures with 
assistance from persons in your com- 
pany that he would go to for that in- 
formation? , A.—Yes sir. 

Q.—Was there any agreement that 
he was left to decide or that his valu- 
ation should be conclusive? A.—No, 
I think not. The idea on both sides 
was that we would wait his report to 
see what each company was worth. 

Q.—So that Mr. Bradshaw’s valu- 
ation was merely a tentative matter 
and that was done to give light to 
both companies? A.—Yes. 

Q.—And after that the two compan- 
ies would come to some terms? A.— 
Yes sir. 


~Q.—Would you turn up the minutes 
of the Manufacturers’ that would re- 
late to that agreement that would 
show how the matter was put through. 
The first entry, Mr. Junkin, appears 
to be on page 14 of the nifinute book 
of the old Manufacturers’ Life Insur- 
ance Company. The first entry ap- 
pears to be at page 18 of the minute 
book of the Executive Committee of 
the old Manufacturers’ Company. com- 
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mencing 22nd February, 1901. The 
date of this particular resolution that 
I will read is 19th March, 1901, that 
as shown in the minutes of the Fin- 
ance Agency, re Amalgamation with 
the Temperance and General Life. 
(Reads from ‘‘Draft agreement pre- 
pared by Mr. Z. Lash’’ to ‘‘Was sub- 
mitted and approved.’’?) And then in 
another book containing the minutes 
of the Board of Directors of the old 
Manufacturers’ Company at page 10, 
dated February 6th. (Resolution read 
down to ‘‘For consideration by this 
Company.’’) 

Then pursuant to that apparently ~ 
the report made by Mr. Br&adshaw and 
on page 11 under date of the 2nd of 
February, 1901, it was moved and so 
forth down to ‘‘North American.’’ 
And that resolution was carried. 

Then on page 21 of the same book. 
Manufacturers’ Special Meeting of the 
Directors held on Friday, 8th of 
March, 1901. (Reads from ‘‘Mr. Brad- 
shaw was again called’? down to ‘‘The 
report was carefully gone over with 
Mr. Bradshaw and finally approved.’’) 

Then on March 21, 1901, page 25. 
(Reads. ‘‘Re Draft agreement between 
the Manufacturers’ Life Assurance 
Company” down to ‘‘Was submitted 
and approved.’’) 

Then the rest seems to be comprised 
on page 27. The minutes of the meet- 
ing of the Directors of the old Manu- 
facturers’ Life onthe 23rd of March, 
1901. (Reads. Vice-President Wil- 
liam Strachan was in the chair’’ down 
to ‘‘Managing Director.’’) 

Q.—That would be yourself I sup- 
pose? A.—Yes sir. 

Q.—(Reads to ‘‘to be executed and 
carried out.) 

Then follow the minutes of a special 
general meeting 23rd of March 1901. 
(Reads. ‘‘There were present’’ down 
to ‘Referred to the notice hereto 
subjoined.’’) 

Q.—That notice wag signed by 
Robert Jaffray and J. F. Junkin, 
Managing Director. Do you know 
why that was not signed by the Presi- 
dent? A.—He was absent. 


Q.—Were these statements the result 
of Mr. Bradshaw’s work that were 
given there or the regular balance 
sheets of the company at the end of 
1900? <A.—The result of Mr. Brad- 
shaw’s examination. 


Q.—These show the Manufacturers’ 
Like’s assets and liabilities? A.—Yes 
sir. 

Q.—The assets being $2,252,764.42 
and the liabilities $90,581.79 less than 
that amount. That sum being the 
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surplus of the assets over the liability ? 
A.—Yes sir. 

Q.—And the statement of the Tem- 
perance and General being assets 
$917,346.18 and the liabilities $43,- 
246.23 less than that, leaving a sur- 
plus of $48,246.23? A.—Yes sir. 

Q.—These two statements of the 
assets and liabilities you say Mr. 
Junkin were the ones prepared by Mr. 
Bradshaw and would be shown by 
his report? A.—yYes sir. 

Q.—Have you it here? A.—Yes sir. 

Q.—The outline of the proposed 
amalgamation is set out there, it reads 
as follows. (Read portion set out on 
pages 30, 31 and 32 of the book.) 
This was approved April 10th, 1901, 
and signed by R. L. Patterson Direc- 
Lore eA. ¥ 68) sin. 

Q.—Then follows the minutes of 
meeting of the Directors of the Manu- 
facturers’ Life Insurance Company of 
the 23rd of March 1901. (The minutes 
were read in full.) These were 
approved and signed by R. L. Patter- 
son on 10th of April, 1901? A.—Yes 
ein 
’ Q.—So that those were the meet- 
ines of the full company after call for 
the purpose of considering the amal- 
camation of the companies and the 
Directors immediately after them when 
this agreement was ordered to be 
signed? A.—Yes sir. 

Q.—The last entry before the com- 
pany was formed in the minute book is 
an axtract from the minutes of the 
Directors’ meeting at page 45. The 
meeting of the company being held on 
the 5th of June, 1901. (The minutes 
were read.) 

The seems to be the way that the 
matter was put throuch with the 
Manufacturers’ Life? A.—Yes sir. 


Q.—That is an authorization to Mr. 
Bradshaw to make a special report 
valuing the assets and showing the 
work of each company and setting forth 
any matters that would be of special 
value in the sale of either company 
and the companies adopted that report 
making the basis one to two. That is 
for the Temperance and General one, 
and two for the Manufacturers’? A. 
aes ier. 

Q.—So that there was one eombined 
arreement carryine throuch this 
amaloamation, and this avreement was 
to be authorized by Act of Parliament? 
A Ves asin. 

Q.—The references to the minutes 
are short in the Temperance and Gen- 
eral. The first is in their minute book 
at page 255, 23rd of February, 1901. 
(Reads the whole of the minutes.) 
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These would be the minutes of Mr. 
Sutherland’s Company? A.—Yes sir. 
Q.—The minutes of your company 
have no reference to that provision 
that was first anticipated that there 
should be joint management of the 
two companies? A.—Yes sir. 
Q.—Minutes of March 8th, 1901, 
page 258 were read in full). Minutes 
of March 23rd. Special Meeting of 
Directors of the Temperance and Gen- 
eral Life Insurance Company at page 
259 were read in full.) (Minutes of 
the 23rd of March at page 261 were 
also read in full.) (Minutes of the 
Meeting of Directors immediately after 
the former meeting were read in full.) 
(The Minutes of a Special Meeting of 
the Board of Directors on June 5th, 
1901, page 264 were read in full.) 


Q.—And this ended the old Com- 
pany? A.—Yes sir. 

Q.—That appears from the corres- 
pondence between Mr. Sutherland and 
the Company and from the resolutions 
that were read? A.—Yes sir. 


Q.—What you say about this agree- 
ment with Mr. Sutherland was some- 
what borne out. He was a retiring 
manager who was leaving and this 
was a pure honorarium for him and 
that is you recollection Mr. Junkin? 
A.—Yes_ sir. 

Q.—Amy clauses that were in it 
which seemed to tie down to loyalty 
ts the company you seem tc think 
were put in more from abundant 
caution than from any trouble that 
you expected after? A.—Yes sir. 


Q.—Explain if you will the trans- 
action between Mr. Gooderham and 
he Company about the $1,000? A.— 
He had been receiving the honorar- 
ium as President of $2,000 a year 
and this last year he had only receiv- 
ed $1,000 of that amount. 


MR. McLAUGHLIN: Find out if 
that $1.000 was paid for the first half 
of 1901? 


MR. TILUEY: I see that in your 
minutes of February 4th, 1902, this 
item appears. (Reads from the min- 
utes.) ‘The question of honorarium 
for Mr. Gooderham” .to “in full 
claim.’’) ‘That is the item you refer 
toP A.—Yes that’s my impression— 
my memory now. During the last 
vear of Mr. Gooderham’s presidency 
Mr. Jaffray ‘was the First Vice-Presi- 
dent and he was really the active 
man. He was away a good deal. 


Q.—Mr. Gooderham had practically 
ceased havine any interest in the com- 
pany?) A. Yes) sir. 
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Q.—He had agreed to sell his stock 
“> Mr. Cox and he was only nomin- 
ally President and shareholder? He 
was not interesting himself so much? 
A.—Not to some extent. 

Q.—How much was he receiving as 
President? A.—$2,000. 

(.—How long was he President? 
A.—Almost from the beginning. In 
the beginning John Macdonald was 
President. 

Q.—For these years he got $2,000? 
A.—Yes sir the latter part. 

Q.—Then up to 1900 up to the time 
ho had made the agreement to sell his 
stock to Mr. Cox he had been receiv- 
ing $2,000? A.—Yes, sir. 

.—And from that to 1900 he has 
ho $2.000? A.—Yes sir. 

Q.—And from that time down to 
the amalgamation he was not doing 
the work, Mr. Jaffray was a more 
active man? A.—yYes sir the more 
active man. 

Q.—Mr. Jaffray was signing these 
notices? A.—Yes sir. It was thought 
that he should not be paid this hono- 
rarium, that is for the whole of the 

ear 1900. 

Q.—That is for the whole of the 
year 1900 he was nominally Presi- 
dent? A.—Yes sir. 

Q.—At the Annual Meeting of 1901 
was he elected President? A.—I am 
not sure of that,—yes he was, it was 
a year and a half really. 

Q.—That is to say that if this thous- 
and dollars was accepted it would 
cover a year and a half? A.—Yes 
sir. 

Q.—He was insisting on $2,000 and 
this was a counter offer? A.—Yes sir. 

Q.—He not having done any work 
it was thought $1,000 should cover it? 
A.—Yes sir. . 

Q.—And he accepted $1,000? A.— 
Yes sir. 

Q.—And that was the end of the 
matter? A.—Yes sir. ' 


Q.—You have told us of any special 
agreement with any of the officers or 
any special terms that was arranged 
with them at the time of the amalga- 
mation or subsequent ‘thereto that 
would bear on the work of a company 
at that time or before that time. Any 
consideration for giving up their busi- 
ness or anything of that kind? A.— 
Nothing of that kind. 

Q.—Nothing of that kind at allP A. 
—No. 

Q.—And the company was formed in 
1901. In July, 1901, a meeting was 
held at which the company was organ- 
ized I suppose? A.—Yes sir. 
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Q.—Have you that meeting? A.— 
Yes. 


Q.—That was a meeting of the 24th 
of July. The first Directors that were 
appointed for the new company were 
the following I understand: Hon. Geo. 
W. Ross; E. R. Wood; J. F. Junkin; 
E. J. Lennox; A. J. Wilkes; H. M. 
Pellatt; Lloyd Harris; James Mills; R. 
L. Patterson; Hon. J. A. Ouymet; R. 
R. McLennan; William Strachan; 
Hon. J. G. Rolland; Robert Archer; 
Hon. W. W. LaRue; D. D. Mann; 
James Mason; R. Junkin; S. G. Beat- 
ty; B. F. Pearson. These were ap- 
pointed in 1901. They all continued 
in 1902; and in 1902 A. P. Barnhill 
and William MacKenzie were added? 
A.—Yes sir. 

Q.—And then all these Directors con- 
tinued through 1903? <A.—Yes sir. 


Q.—And in 1904 E. R. Wood and B. 
F. Pearson were not re-appointed— 
either resigned or were not appointed 
—and C. C. Dalton; R. J. McLaughlin 
and D. B. Hanna were appointed Dir- 
ectors? A.—Yes sir. 

Q.—Then those Directors continued 
through 1905 and in 1906 all those Dir- 
ectors were re-appointed with the ex- 
ception of James Mills; J. A. Ouimet; 
Hon. Mr. Rolland; Mr. Archer; Hon. 
W. W. LaRue and A. P. Barnhill; and 
those are the present Directors of the 
Company? That is a full statement 
of the Directors? A.—Yes sir. 

Q.—Immediately on the Company be- 
ing formed a dividend was paid was it 
not for the rest of that half year on the 
basis of the new stock? A.—I think 
not, unless it was for the last of it pay- 
able on the Ist of July. Yes that is 
the date the old Company would pay 
its dividend. 

MR. McLAUGHLIN: Really the di- 
vidends were paid after the amalgama- 
tion; they were the dividends of the 
old company. 

MR. TILLEY: Was the declaration 
made of the list of shareholders as it 
stood on the Ist of July? A.—Yes 
sir. 

Q.—That dividend was paid on the 
basis of the stock issued under the Act 
incorporating the new company? A. 
—Yes it would be the same as the 30th 
of June of the old company. 

Q.—That is to say the stock was 
taken as 20 per cent. paid under the 
Act of Incorporation and the dividend 
of 4 per cent. for the half year was 
paid on that. That is right is it not? 
The resolution is in the minutes of the 
Director’s meeting held after the com- 
pany was formed on the 10th of July, 
1901. And on the 10th July, 1901, the 
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shareholders then were the sharehold- 
ers under agreement? A.—Yes sir. 

Q.—(Reads_ resolution.) So that 
this company when it was incorporated 
immediately commenced to pay a divi- 
dend? A.—It took the obligation of 
the old company. 

Q.—There was no obligation? A.— 
There was a moral one. It was that 
far that the shareholders of the new 
company should be paid a dividend in 
the new company. 


Q.—The Act described what these 
shareholders were to get. It said they 
were to get a certain number of shares 
for their old shares and those shares 
were given as 20 per cent. paidP 

MR. McLAUGHLIN: They didn’t 
get their new shares. 


MR. TILLEY: They got the new 
shares the minute the agreement was 
signed? A.—In the agreement it pro- 
vides that the old shares should be as- 
signed to the new company and new 
shares allotted to them. 


Q.—What the agreement said about 
that was as follows. (Reads from Sec- 
tion 3 of the Agreement as set out in 
the Act.) 


MR. McLAUGHLIN: Section 7 pro- 
vides for the transfer of the shares of 
the old company and the issue of the 
new and there was no intention there 
should be any interregnum without any 
dividends. 


MR. TILLEY: The Act of Incorpor- 
ation, Section 9 says. (This Section 
was read.) 


WITNESS: It was the dividends 
that were due on the 30th of June of 
both companies. 

MR. TILLEY: (Reads the 4th clause 
of the Agreement set out in the Act.) 

Q.—The agreement under which the 
assets was transferred to this new com- 
pany provided that the shareholders 
in the old company should get 20 per 
cent. paid stock for their interest in 
the old company, that was the fact was 
it not? A.—Yes sir. 

Q.—And there was nothing said in 
the agreement or Act of Incorporation 
that they should get a dividend for the 
last six months that had gone by? A. 
—Except indirectly. 

Q.—Where indirectly? A.—The 
agreement said that they should as- 
sume the obligation of the old com- 
pany. 

Q.—Do you say there was an obliga- 
tion on the old company to pay a divi- 
dend on the 30th of June? Az—I 
think there was. 

Q.—What creates it, where is the 


resolution or by-law that creates it? | 
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A.—We had been paying the dividend 
right along. 

Q.—We may create a reason, but 
that does not create a dividend. Was 
any resolution or by-law passed before 
the amalgamation for the payment of 
a dividend after amalgamation? A. 
—It is there. 

Q.—Let me see it if it is there? 


THE CHAIRMAN: What is the 
fact as to that? Was there a by-law 
or resolution? 

MR. TILLEY: Was there anything 
in the minutes of the old company 
about that at all? A.—Nothing before 
that. 

Q.—So that at the time the com- 
panies were amalgamated there was no 
liability on the old companies for the 
payment of any dividends on the 30th 
of June, 1901. There was no resolu- 
tion or by-law that gave the share- 
holders any vested rights. That is the 
fact? A.—It seems to have been so 
except a moral one. 

Q.—Except for the reason that the 
dividends had been paid for years? 

A.—Yes sir. 

Q.—For how long was the dividends 
paid at that rate? A.—TI should say 
about 8 or Y years. 

Q.—Eight or nine years the Temper- 
ance and General had been paying at 
what rate? A.—I am speaking of the 
old Manufacturers’ Life. 

Q.—The Manufacturers’ Life paid & 
per cent? A.—Yes sir. 

Q.—The Temperance and General? 
A.—tThe last year before the amalga- 
mation they paid 10 per cent., that 
is for the year 1900. I am pointing 
out that this dividend paid by the new 
company was on the old stock. 

Q.—I am coming to that, but the old 
company had not declared any divi- 
dend that had not been paid? A.—It 
was only by an oversight. 

Q.—So that what you say was that 
the intention was that each company 
should pay a dividend before the amal- 
gamation should go through? - A.— 
Yes sir. 

Q.—For the last six months they 
should give their shareholders the 
usual dividend? A.—Yes sir. ; 

Q.—But you say there is nothing 
about that in the agreement? A.— 
It was overlooked. 

Q.—Is this the first time it was 
drawn to your attention? A.—Yes 
sir. 

Q.—So that dividend was really 
paidP A.—yYes sir. 

Q.—On what basis was the dividend 
paid? Rateably to the new share- 


_ holders according to their stock, or 


‘ 
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according to the shares in the old 
company? A.—TIn the old. 

Q.—The minute has divided it in 
that way? A.—Yes sir. 

Q.—So that it is on the paid up old 
stock in the old company? A.—Yes 
sir. 

Q.—Then that is why this column in 
1901 that you furnish us with differs 
from the column in 1902, because the 
first stock that this company paid di- 
vidend on was not its stock at all but 
the stock of the two old companies? 
A.—Yes sir. 

Q.—That was the basis on which it 
was paidP A.—Yes sir. 

cy. —And that arises from each com- 
pany paying its dividend before the 
amalgamation? A.—Yes sir. 

Q.—You see now that the Agreement 
and the Act would not warrant that 
being done? A.—I suppose that is a 
legal question that will have to be 
decided. 

Q.—I suppose what you say Mr. 
Junkin that it was intended that the 
companies should go on with their 
business in the same way except that 
the two companies should go on as one 
company instead of twoP A.—Yes sir. 


Q.—And that everything should go 
on as though there were two com- 
panies? A.—Yes sir. 


Q.—And what you say is if it was 
not done in the agreement it was in- 
tended to be done, and that the com- 
pany should go on in the old way? 
A.—Yes sir. 


Q.—Then Mr. Junkin, after the 
agreement was carried into effect and 
the new company was formed there 
seems to have been some considerable 
changes in the holding of thé gtock? 
Can you say whether during 1901, 
1902 or 1903 there was any agreement 
made between certain persons as to 
acquiring stock in the Manufacturers’ 
Life Insurance Company? A.—Yes 
sir. Mr. Cox sold out his interest. 


Q.—That would appear to be in the 
year 1902? I see the transfer from 
Mr. Cox to you of a large block of 
4,000 shares is dated December Ist, 
1902. Js that the transfer you mean? 
A.—That was part of it. 


Q.—Was that transfer made pur- 
suant to an agreement that had just 
then been arrived at, or an agreement 
of some standing of some time? A.— 
That particular. transfer was due to 
an agreement that took effect at the 
time as far as the purchases of that 
stock are concerned. I think the pur- 
chasers of that stock got 4,000 shares, 
2,000 went to Mr. D. D. Mann and 
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2,000 went to Mr. William MacKen- 
zie. 

Q.—2,000 of the 4,000 went to D. 
D. Mann? <A.—Yes sir. 

Q.—And 2,000 went to Mr. MacKen- 
zie. A.—Yes sir. 

Q.—You say that transaction so far 
as they were concerned took place 
then? A.—About that time. 

Q.—Had there been any previous 
arrangement as to stock in the Manu- 
facturers’ LifeP A.—Yes sir; some 
Montreal man had an option from 
Mr. Cox. 

Q.—Who was that? A.—C. J. Mo- 
Cuaig and William Strachan. 


Q.—How long before that had their 
option existed? A.—Some time I think 
in the early part of 1901. 

Q.—Before the amalgamation? A. 
—Yes sir. 

Q.—Was it an option, or an agree- 
ment to sellP A.—An agreement to 
sell I understand. 

Q.—To Mr. McQuaig and Mr. Stra- 
chan? A.—Yes sir. 

Q.—Were you not a party to that? 
A.—I was a party to the extent of 
helping to arrange it. 

Q.—On whose behalf were you act- 
ing? A.—On behalf of Mr. McCuaig 
and Mr. Strachan. 

Q.—Were you a party to it? A.— 
Only to the extent of helping to nego- 
tiate. 

Q.—Were you interested in it per- 
sonallyP A.—wNo. 

Q.—Only to the extent of helping to - 
negotiate it? A.—Yes sir. 

Q.—Did that agreement fall 
through? A.—WNo. 

Q.—It was that agreement that was 
ultimately carried out and part of 
the stock then found its way into 
MacKenzie and Mann’s hands, that 
is what you meanP A.—Yes sir. 

Q.—Was that agreement between 
Mr. McCuaig and Mr. Strachan an 
agreement. made directly with Mr. 
Cox?, A.—Yes sir. 

Q.—Is that on record in the com- 
pany’s books? A.—No. 

Q.—Have you it?. A.—No. 

a never knew its terms? A. 
—No. 

Q.—You never had the agreement 
or a copy of it? A.—No. 

Q.—Do you know its terms? A.— 
No, not exact terms; I know about the 
price of the stock. 

Q.—Do you know about the price of 
the stock as between Mr. Cox and 
Mr. Gooderham? A.—No. 

Q.—You don’t know how these two 
prices compare? A.—wNo. 
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Q.—What was the price of the stock 
between McCuaig and Strachan? <A. 
—About $45 a share. 


MR. McLAUGHLIN: It is hardly 
fair to bring this out. It is a right 
es dealing between these private par- 
ies. 

MR. TILLEY: Can you give me a 
copy of that agreement? A.—Which 
agreement? 

Q:—Relating to that transaction. 
My learned friend thinks they are of 
a private nature. We want to be sat- 
isfied of that? A.—My opinion is 
there was nothing in the agreement 
more than I stated. 

Q.—What? <A.—Simply a purchase 
for $45 a share. 

Q.—Let me put it in this way. Did 
you set out to interest Mr. McCuaig 
and Mr. Strachan in the purchase of 
this stock? A.—I did. 

Q.—So that was a transaction that 
was brought about by you? A.—Yes, 
sir. Personally Mr. McCuaig was in- 
terested himself. 

@.—wWas he a shareholder in the 
Company at that time? A.—I think 
he was, I am not sure. 

().—That is prior to the amalgama- 
tion, in which company do you think 
he west A.—I think in the Manu- 
fasturers’ Life. 

MR. GEARY: Shareholder in 1901? 
A.—He was a shareholder from the 
formation of the Company. 

MR. TILLEY: (Reading from 
Shareholders’ account.) In 1887 50 
shares, 1900 80 shares of the new. 
He got 30 shares of the new ones, 
making 80 shares that he held at the 
time of the amalgamation? A.—Yes, 
sir. 

Q.—Then it was as a result of the 
discussion between yourself and Mr. 
McCuaig? <A.—Yes, sir. 

MR. McLAUGHLIN: Mr. Strachan. 

MR. TILLEY: Q.—It ultimately re- 
solved into an agreement by Mr. Mc- 
Cuaig and Strachan to purchase the 
whole of Mr. Cox’ -stock. A.—Yes, 
sir. 

Q.—Was it an agreement to pur- 
chase the whole? A.—Practically the 
whole of it. 

Q.—And that agreement was in ex- 
istence at the time the amalgamation 
was decided upon? A.—Yes, sir. 

Q.—Was Mr. Strachan a sharehold- 
er? A.—Before? 

Q.—Yes? A.—Yes, I think so. 

Q.—Let us have Mr. Strachan’s 
now. 14th July, 1887, 50 shares, then 
he got 30 of the new ones, making 80 
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in all in the Manufacturers’? A.— 
Yes, sir. 

Q.—Had he any in the Temperance 
and General? A.—20 shares, 

Q.—20 shares, January, 1901? A.— 
That is all that he had at the amal- 
gamation. 

Q.—So that he had 80 shares in one 
and 20 in the other? 

MR. McLAUGHLIN: 20 shares 
would be equivalent to 100 of the new 
stock. 

MR. TILLEY: What about Mr. 
McCuaig in the new company? March 
16th, 1900, 180 shares, April 8rd, 1900, 
83 shares, total 113 shares? A.—Yes, 
sir. 

Q.—Temperance and General? A.— 
Nothing. 

Q.—So both of these men, one of 
them was interested in both of the old 
companies and one was interested in 
one of them. Have they taken their 


holdings in this company through you? 


A.—No, Mr. Strachan was a share- 
holder from the beginning in the Man- 
ufacturers’ Life. 

Q.—Then you say as the result of 
some negotiations between you and 
them, you started the negotiations, 
they became entitled under the agree- 
ment to Mr. Cox’ holding in the Com- 
panyP A.—Yes, sir. 

Q.-—Then how did it turn into this 
MacKenzie and Mann _ transaction P 
A.—I thought it would be in the Com- 
pany’s interest to get the stock 
divided. 

Q.—Do I understand you think it 
was against the interests of the com- 
pany to have the control of the+stock 
in one person? I am asking you if 
that was what you thought at the 
time?  A:—-Yes sir. 

Q.—Do you put that forward as 
your reason for taking any action 
about it? A.—Yes sir as a matter of 
fact that was my reason. 

Q.—Were you interested in any way 
in any stock under the option or under 
the agreement that Mr. McCuaig and 
Mr. Strachan had,* or at any time 
before they made the arrangement with 
Mr. MacKenzie and Mr. Mann? A. 
—No, only I was shareholder in the 
company myself. | 

Q.—Were you interested, or did you 
become interested in the shares that 
Mr. MacKenzie and Mr. Mann got? 
A.—Yes sir. 

Q.—You became interested in that? 
A.—Yes sir. 

Q.—To what extent? A.—Became 
responsible for the whole stock. 

Q.—As between you and whom? A. 
—Mr. McCuaig and Mr. Strachan. 
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Q.—When did you become responsible 
for that? A.—It would be about the 
time of amalgamation? 

Q.—Was it before or after? A.—It 
was while the bill was before the 
House. 

Q.—What brought it up for discus- 
sion at that time? A.—My interest to 
get it distributed. 

Q.—Well you mean to say that you 
found that there was no breaking the 
control, you say now there was no 
breaking the control because Mr. 
McCuaig and Mr. Strachan took it 
away from Mr. Cox? A.—Exactly. 

Q.—<And you wanted still further to 
break it up? A.—Yes sir. 

Q.—And you wanted to divide it up 
more? A.—Yes sir. 

Q.—Was that your only reason? A. 
—That was my only reason. 

Q.—Was it something that just 
happened to be dealt with at the 
time the Bill was before the House, 
or did the fact that the Bill was 
before the House have something to do 
with it? A.—No, I don’t think the 
Bill had anything to do with it, but 
what had to do with it was that I 
feared the sale of the stock again and 
I was afraid it might get into 
unfriendly hands. 

Q.—That is that Mr. McCuaig and 
Mr. Strachan might dispose of the 
entire block of the stock they had? 
ASEEY oe sue 

Q.—To some one person? A.—Yes 
sir, 

Q.—To some particular person? A. 
—No, I don’t know of any particular 
person they were negotiating with, 
but I understood they were prepared 
to sell. 

Q.—What you say was at the time 
the Bill was before the House you 
learned they were willing or even 
anxious to sell? A.—Yes sir. 

Q.—Did you hear of my negotia- 
tions that were taking place with 
them? A.—No, not definitely, that is 
with regard to any particular person 
that they were negotiating with, I 
heard they were endeavoring to sell 
the stock. 

Q.—Did they speak to you about it 
or did you speak to themP A.—I 
think I spoke to them. 

Q.—Was. any written’ agreement 
come to at that time? A.—Yes sir. 
Q.—Have you that here? A.—No. 
Q.—That can be produced I sup- 
pose? A.—I don’t really know whether 
it is in existence or not. If it is I 

shall produce it. 

Q.—What share of the stock did 
you become responsible for? A.—The 
whole of it. 
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Q.—The whole of their stock? A. 
—Yes sir. 

Q.—You didn’t leave them with part 
I am wrong there. 
They kept something over 2,000 shares. 

Q.—Am I right in saying when I 
say the whole of it, that it was the 
whole that MacKenzie and Mann took ? 
A.—Yes sir. As a mater of fact I was 
not responsible for it only a very short 
time. 

Q.—What time? 
long. 

Q.—How long? 
week or so. 

Q.—Did you enter then into an 
agreement with Messrs. MacKenzie and 
Mann about it? A.—Not at that 
time, but I did get some others inter- 
ested. 

Q@.— You became interested with 
other parties shortly after you assumed 
the obligation in 1901? A.—Yes sir. 
Before the amalgamation was com- 
pleted. 

_Q.—Did that result in any transfer 
of the stock? A.—Immediately. 

Q.—Yes? A.—I think it did. 

Q.—Will you point out what you re- 
fer to? There is one, 950 shares to 
H. M. Pellatt, 950 shares was trans- 
ferred by the Central Canada Loan 
and Savings Company, July 10th, 
1901, to H. M. Pellatt? A.—Yes sir. 
_ Q.—The second transfer you refer to 
1s one on August 7th, 1901, from the 
Central Canada Loan and Savings 
Company to H. M. Pellatt of 50 shares, 
making 1,000 shares in allP A.—Yes 
sir. 

Q.—On November 11th, 1901, the 
transfer by the Central Canada Loan 
and Savings Company to C. J. Mc- 
Quaig of 273 shares. The next fol- 
lowing item in the transfer book would 
be one of November 13th, 1901, C. J. 
McCuaig to E. J. Rykhert of the same 
273 shares. ‘Then the next one referr- 
ed to is one on September 5th, 1901, 
from the Central Canada Loan Com- 
pany to S. G. Beatty, Toronto, 900 
sharesP A.—Yes sir. 

Q.—Then also the further entry in 
December, 1901, a transfer ee 
Central Canada to C. J. McCuaig of 
the 800 shares? A.—Yes, sir. r 


Q.—The next item of December 30th, 
a transfer from the Central Canada to 
J. F. Junkin, 50 shares? A.—Yes, 
sir. 

Q.—Then on January 2nd. 1902, J. 
F. Junkin to L. P. Sirois, 50 shares. 
Then on January 7th, J. J. Kenny to 
the Central Canada Loan and Savings 
Company, 50 shares. That is part of 
the same lot? A.—Yes, sir. 


A.—Not very 


A.—Perhaps a 
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Q.—January 2nd, 1902, C. J. Mc- 
Cuaig to McCuaig Brothers & Com- 
pany, Montreal, 800. Then on Feb- 
ruary 13th, 1902, J. F. Junkin to G. 
I. Mallory, 100 shares. April 22nd, 
1902, C. J. McCuaig to McCuaig Bro- 
thers & Company, 50 shares. Then 
December Ist, 1902, Geo. A. Cox to 
Wm. Strachan, 973 shares. Then on 
December Ist, 1902, the transfer from 
Gooderham was made to Mr. Cox of 
the 5,755 shares, and at the same time 
T. G. Jackson transferred to Mr. Cox 
50 shares, and Mr. Gooderham trans- 
ferred the same amount, 50 shares. 
Then on December Ist, 1902, G. A. 
Cox transferred to J. F. Junkin, 
Managing Director of the Manufac- 
turers’ Life Insurance Company in 
trust 4,000 shares, and on the day 
following, December 2nd, 1902, Mr. 
Cox transferred to R. J. McLaughlin 
200 shares. Those are the transfers 
that you refer to, and some of those 
transfers are apparently transfers of 
some shares that you had already re- 
ferred to? A.—Yes, sir. 

Q.—That is where McCuaig would 
transfer certain shares from  him- 
self to his firm, that would be a 
re-transfer of the same number of 
shares, that’ is to say these are not 
all original transfers that you have 
been referring to? A.—No. 

Q.—Then after that transfer of 4,000 
shares on December Ist, 1902, down to 
the transfer of two separate blocks to 
Wm. MacKenzie of 2,000 shares on 
December 16th, 1905, and 1,950 shares 
on the same date, you carried that 
4,000 shares in your own name and 
trust? A.—No, not in trust. 

Q.—I think so? A.—Oh, the 4000 
shares, yes sir. 

Q.—Were you carrying that all the 
time as MacKenzie and Mann stock? 
A.—Yes sir. 

Q.—Have they paid for it? A.— 
Yes, sir. 

Q.—Have they paid you for it? A.— 
Yes, paid cash at the time. 

Q.— Paid cash for it at which time, 
when it was transferred into vour 
name, or transferred to them from 
you? A.—Transferred into my name. 
: Q.—At the time it was transferred 
into your name MacKenzie and Mann 
paid for that? A.—Yes sir. 

Q.—Did they obtain any accommo- 
dation from the Manufacturers’ Life 
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Insurance: Company? A.—At that 
time they obtained accommodation. 

Q.—To what extent? A.—Some- 
thing like $100,000. 

Q.—On this 4000 shares? A.—On 
Inverness Railway bonds. 

Q.—And these shares? A.—Yes sir. 


Q.—Have you the account here that 
shows that transaction? A.—No. 


Q.—We will have to have that ac- 
count produced. What you say I 
understand is, that the real transac- 
tion was, according to your statement 
that Mackenzie and Mann at that 
time pledged with the Manufacturers’ 
Life some Inverness Railway bonds? 
A.—Yes sir. 

Q.—Amounting to how much? A.— 
Something like $100,000. 

Q.—$100,000 of bonds, you had bet- 
ter have the account. You cannot 
give it to us? A.—Approximately. 

Q.—Approximately what? A.— 
$100,000. 

Q.—Do you mean market value or 
par value? A.—Par value. 

Q.—And the market value what? A. 
—Selling at 90. 

Q.—So that the market value would 
be $90,000? A.—Yes sir. 

Q.—I am told by Mr. McLaughlin 
that that was the same transaction 
that was referred to in connection with 
the investigation into the Department 
at Ottawa? A.—Yes sir. 

Q.—So that it just comes up that 
way by tracing it in a different way? 
A.—Yes sir. 

Q.—The origin then of that loan 
made to MacKenzie and Mann was at 
the time of the transfer to you of the 
4,000 shares by Mr. Cox, and the loan 
was made for the purpose of carrying 
out that purchase? A.—I am not 
sure of that. 


Q.—The date of the transfer on the 
book was December Ist, 1902, and the 
report from the Department com- 
menced prior to the 28th December, 
1903. Two call loans had been made 
on the Company by MacKenzie and 
Mann and the two debts stand at cer- 
tain sums of money. 


MR. McLAUGHLIN: We will pro- 
duce the whole account in full. 

(Proceedings adjourned to 10.30 a.m. 
to-morrow, Thursday, April 26th.) 
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(Examination of Mr. Junkin con- 
tinued.) | 


MR. TILLEY: Mr. Junkin, you 
were to produce some papers this 
morning? A.—yYes, sir. The agree- 
ment between myself and.Messrs. Mc- 


Cuaig and Strachan. I find there are © 


two agreements, one dated April 23rd 
and a suplementary agreement made 
first and a letter of mine intervening 
dated April the 27th, all in 1901. 

Q.—That would be after the amal- 
gamation had been decided on? A.— 
Yes, sir. 

Q.—Have you made any search to 
see whether you have in the office or 
with your own papers any memoran- 
dum of the agreement between Mr. 
Cox and Mr. Gooderham? .A.—I am 
quite certain we have not. I would 
know if we had. We never had at 
any time. 
 Q.—We will have to make inquiry 
for that elsewhere, then. The first 
letter is dated May Ist, 1901, and is 
written by you to Messrs, William 
Strachan and Clarence J. McCuaig, 
Montreal. ‘‘Dear Sirs,—I hereby make 
you the following offer for 457 shares 
of the Temperance and General Life 
Insurance Company and 4,715 shares 
of the Manufacturers’ Life Insurance 
Company, being the equivalent of 
7,000 shares in the amalgamated com- 
pany. I will pay to your acquittance 
to the Central Canada Loan and Sav- 
ings Company, $322,000, with interest 
from January Ist, 1901, at 5 per cent., 
as follows: $30,000 on Friday next the 
8rd instant and the balance on or be- 
fore the lst day of June next. It is 
further agreed that in the event of 
my failure to make any of these pay- 
ments or either of them on the dates 
mentioned that this agreement shall be 
null and void and any payment made 
thereunder shall be forfeited as liqui- 
dated damages. Yours truly, C. F. 
Junkin. Accepted, Clarence J. Mc- 
Cuaig, William Strachan. As author- 
ized by Clarence J. McCuaig.’”? Did 
this letter cover the whole of the 
shares that they had any agreement 
with Mr. Cox? A.—Excuse me, what 
is the date of that letter? 

Q.—May Ist, 1901? A.—The first 
letter is in the bottom. 

Q.—Oh, they are in the other order, 
are they? A.—Yes. 
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Q.—Then probably I had better read 
this one before we discuss them. The 
first letter is one signed by Clarence 
J. McCuaig and William Strachan and 
is addressed to you, dated April 23rd, 
1901. ‘‘We hereby offer to sell our 
interest in the Manufacturers’ Life 
Insurance Company and Temperance 
and General Life Insurance Company, 
as purchased from Geo. A. Cox, at 
cost to us, namely, $392,349.82, on the 
first day of January, 1901, with in- 
terest at the rate of 5 per cent. per 
annum since that date to date of pur- 
chase, plus $24,000 paid on call to the 
Temperance and General Life Insur- 
ance on April lst, with interest at 5 
per cent. to date of purchase. We to 
be relieved of all responsibility upon 
our agreement to George A. Cox. Any 
dividends accruing to go to purchaser. 
This offer to be open for acceptance 
until Friday next, the 26th instant, 
at 2 p.m. If desired we will each re- 
tain one-tenth interest in same. Yours 
truly, Clarence J. McCuaig, W. 
Strachan.’’ ‘‘Received $1,000 consid- 
eration,to be applied on purchase if 
carried out, or forfeited as liquidated 
damages if sale is not completed. 
Clarence J. McCuaig, W. Strachan.’’ 


Q.—Then at the date of this letter 
you say the bill to incorporate the 
Manufacturers’ Life Insurance Com- 
pany—the new company—was then be- 
fore the Dominion House, wasit? A.— 
I would not be sure about that April 
—let us see—I could not answer. 
Would not the date—— 


Q.—The resolution as I remember it 
was dated the 23rd day of March, fin- 


the legislation? A.—Yes, sir; well, 


then, it was evidently decided on in 
any case. 

Q.—It was decided on about the 
23rd of March and the final agree- 
ment for the Act was dated the 2nd 
of July? The Act itself was appar- 
ently assented to on the 28rd day of 
May, 1901. So-that this letter comes 
midway between the authorization by 
the Directors and Shareholders to ap- 
ply for the Act and to the Act being 
assented to by the Dominion House? 
A.—Yes, sir. 

Q.—At the date you received this 
letter you must have known of the 
exact terms of the agreement between 
Mr. Cox and Mr. Gooderham? A.— 
Only from these gentlemen, Mr. Mc- 
Cuaig and Mr. Strachan, they gave 
me to understand that I was just get- 
ting it at what they had paid for it. 
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Q.—That was the agreement between 
Mr. Cox and Mr. McCuaig that you 
are referring to now? A.—Yes, sir. 

Q.—But you would know then, also, 
would you not, the exact transaction 
between Mr. Cox and Mr. Gooder- 
hamr A.—No certain knowledge, only 
that 1 was always given to understand 
that the price they paid was the same 
price that Mr. Cox paid, that no one 
had made anything out of the stock. 

Q.—You always understood that the 
stock was being transferred from one 
party to another at the price that the 
seller had agreed to pay himself? A.— 
Yes, 

Q.—Plus interest, I suppose. A.— 
At 5 per cent. And less dividends. 

Q.—And any additional sums paid 
on the stock. I notice that here is a 
reference to $24,000 paid on call to the 
Temperance and General Life. That 
was when the balance of their stock 
was called, I suppose? A.—Yes, it 
was called up at par. 

Q.—But you think the agreement 
between Mr. Cox and Mr. Gooderham 
was not shown to you at the time? 
A.—il am quite certain it was not. 

Q.—The agreement between Mr. Cox 
and Messrs. McCuaig and Strachan 
must have been shown to you? A.— 
Yes. 

Q.—Did you keep a copy of it? A.— 
No. 

Q.—Have you a copy of it now? 
A.—No, I have not. 

Q.—Can you fix the exact date of it 
yet; this document does not give the 
date? A.—No, I have not had an 
opportunity of looking that up in the 
limited time. The date of the trans- 
fer from? 

Q.—From Mr. Cox to McCuaig and 
Strachan? A.—No, I could not an- 
swer that. 

Q.—That transaction between Mr. 
Cox and Mr. McCuaig and Mr. 
Strachan was an arrangement that was 
consummated on your effort, your in- 
itiation was it not? A.—Yes, largely 
on my initiation. 

Q.—And the date cannot be fixed, 
you think, now from any papers that 
you have when Messrs. McCuaig and 
Strachan became interested? A.—lI 
have a statement here which would 
seem to indicate that it was the lst of 
January. 

Q.—Well, this letter would rather 
indicate that, too, but it does not say 
so definitely. ‘‘We hereby offer . to 
sell our interests—at $342,000 on the 
{st day of January, 1901, with interest 
from that date.’? That might be the 
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last date at which any balance was 
arrived at, or it might be the exact 
date on which the purchase was agreed 
to be made? A.—yYes. I think I could 
ascertain that by referring to corres- 
pondence. 

Q.—‘hen on the lst of January, 
1901, when McCuaig and Strachan en- 
tered into that arrangement with Mr. 
Cox, 1 suppose the amalgamation of 
the companies had then been dis- 
cussed? A.—Yes, 1 think so; it had 
been discussed to some extent. 

(J).—Was that one of the benefits 
that was likely to accrue to the pur- 
chasers of that stock? A.—Yes, I 
think it was understood that the com- 
panies would be brought together and 
there would be naturally a saving in 
expenses. 

.—Who was that understood be- 
tween? A.—Well, of course it would 
largely be in the power of the pur- 
chasers. 

Q.—It would be entirely in their 
power, would it not? A.—Practically. 

Q.—That was the scheme or the plan 
that you outlined to these purchasers 
at that time? A.—Yes, that is my 
recollection. 

Q.—That they could by purchasing 
Mr. Cox’s shares or his rights under 
the agreement with Gooderham, be- 
come in control of both companies and 
then amalgamate the two companies? 
A.—As a matter of fact, when I ap- 
proached these gentlemen first it was 
with the idea of purchasing the Manu- 
facturers’ Life stock only and _ they 
had agreed to do so. The arrange- 
ment was made on that basis. 

Q.—When you say you approached 
them, would the negotiations that took 
place between you and McCuaig and 
Strachan be in correspondence or verb- 
ally? A.—Verbally. 

Q.—Was it entirely verbally? A.— 
Yes, entirely. 

Q.—Have you looked up to see 
whether there was any correspondence 
other than what you have produced 
here? 

A.—No, I have not, but my recol- 
lection was that Mr. McCuaig was in 
Toronto here when the matter was 
opened first, and it was discussed in 
my office. 

Q.—Did yop know that the stock in 
the old Manufacturers’ Life could be 
purchased separately from the Tem- 
perance and General stock? A.—I 
approached Mr. Cox with the idea of 
the purchase and he did not seem quite 
decided in the matter; Mr. E. 
Wood was in England at the time and 
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his reply was that he would give me 
a definite answer when Mr. Wood re- 
turned, but from the conversation we 
had I had reason to believe that he 
would sell the Manufacturers’ Life 
stock at what it cost him. When Mr. 
Wood returned, Mr. Cox’s reply to me 
was that Mr. Wood’s advice was not 
to sell the Manufacturers’ alone unless 
he would sell both, that he would re- 
commend him to sell both the Manu- 
facturers’ and Temperance and Gen- 
eral stock, but not the Manufacturers’ 
alone. 

Q.—Then the sale of that stock by 
Mr. Cox was in negotiation with you 
before you took it up at all with Mc- 
ais and Strachan, I suppose? A.— 

O: 

Q.—Was that the result of your talk- 
ing to McCuaig and Strachan? A.— 
Yes, I wanted to find a market for the 
stock before purchasing it. 

Q.—You were trying to place the 
stock elsewhere. A.—Yes. Not that 
I had any personal objection to Sena- 
tor Cox,.as Senator Cox, holding it, 
but I did not think it in the interest 
of our Company that the stock should 
be held by the President of another 
company, a gentleman who was large- 
ly interested in two other companies 
in fact. 

Q.—You mean the Canada Wife and 
the Imperial Life? A.—yYes. 

Q.—You thought it was an objec- 
tion from the standpoint of your com- 
pany? A.—Yes. 

Q.—That it should be in the con- 
trol of the same person who was con- 
trolling at least two other Insurance 
Companies? A.—Yes. 

Q.—Well, the transfer to McCuaig 
and Strachan does not seem to have 
split it up very much? A.—Well, of 
course their intention was not to hold 
the stock alone. 

Q.—Had you any understanding 
with them to that effect? A.—yYes. 

Q.—What understanding? Is there 
any understanding that is not refer- 
red to in this correspondence? A.— 
No, this correspondence took place 
later. The understanding at the be- 
sinning was, when we were discuss- 
ing Manufacturers’ Life matters, 
that Mr. Strachan would place some 
of it with his friends in Montreal; 
Mr. McCuaig would place some of it 
with his friends in the Maritime 
Provinces and British Columbia, and 
that I would get some of my friends 
in Ontario interested in it and g«t it 
pretty well divided and distributed. 

Q.—That was the original inten- 
tion? A.—Yes. 
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Q.—Was that abandoned? A.—It 
was only abandoned after they failed 
in their efforts to place it with their 
friends in the east and as a matter 
of fact they came to the conclusion 


- that they had paid too high a price 


for the stock to be able to distribute 
it and they were not willing to let 
any of it go unless they could get 
rid of practically the whole of it. 
Q.—You say that McCuaig and 
Strachan, after they had made this 
purchase, came to the conclusion that 
they had paid too much for the stock 
and they were not satisfied to part 
with the control unless they sold the 
body of the stock they held? A.— 
Yes, that was the position. 


Q.—They came to the conclusion 
that it was to their interest to retain 
absolute control of the company un- 
less they realized on a_ substantial — 
portion of the shares? A.—Yes, and 
that they were unable to do so when 
they approached their friends, their 
friends told them they did not care 
to take it at that price. 


Q.—Then do you say that all these 
negotiations you are referring to now 
took place between January Ist and 
April 23rd when you made this ar- 
rangement with them? A.—Oh no, it 
was long before January lst that I 
approached Mr. Cox with regard to 
the Manufacturers’ Life stock. 

Q.—But I understand you to say 
that after McCuaig and Strachan 
made their purchase from Mr. Cox, 
that they then made efforts to dis- 
pose of the stock? A.—Yes. 

Q.—Were unsuccessful? A.—Yes. 

Q.—Concluded they had paid too 
much for it? A.—Yes. 

Q.—And they refused to sell in 
small lots, refused to sell unless they 
sold a substantial amount? A.—Yes. 

Q.—Did all that take place between 
January Ist, 1901, when they appear 
to have made their contract with Mr. 
Cox, and April 23rd, when they enter- 
ed into a contract with youP A.— 
Yes, if that date is right, if January 
Ist is the date of their purchase; it 
took place between the date of their 
purchase and their sale to me. 

Q.—Have you any correspondence 
that shows what was transpiring at 
that time, during that interval, be- 
tween you and McCuaig and Strach- 
an? A.—I might have some. The 
most of it was verbal however. I was 
in Montreal several times, and Mr. 
McCuaig and Mr. Strachan were in 
Toronto a number of times. 

Q.—That correspondence can be 
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looked up and if we think it is mater- 
ial we can put it inP’ A.—Yes. 
Q.—At the time that you entered 
into the contract with McCuaig and! 
Strachan were you responsible in any 
way for that stock personally? A.— 
Before I entered into the contract? 


Q.—Yes? A.—Not at all. 


Q.—Before you entered into this 
arrangement of April, 1901? A.— 
Not in the slightest degree. 

Q.—You had assumed no personal 
responsibility. A.—None whatever. 

Q.—You had not contracted with 
them to place it elsewhere? A.—No. 

Q.—Had the Manufacturers’ Life 
Insurance Company, either the old 
Manufacturers’ or the old Temperance 
and General, had either of these com- 
panies advanced any money in con- 
nection with these transactions be- 
tween Gooderham, Cox, McCuaig and 
Strachan, and Junkin? A.—The old 
Manufacturers’ had certainly not. I 
could not speak for the Temperance 
pe General, but I don’t think they 
ad. 

Q.—You can say positively that the 
old Manufacturers’ Life Insurance 
Company had not advanced any mon- 
ey to any of these parties? A.—Yes. 

Q.—None of the cash that was paid 
at any time was obtained from the 
Manufacturers’ Life? A.—No. 

Q.—Hither on the deposit of other 
securities with the Manufacturers’ 
Life or on the security of the stock 
itself? A.—No. 

Q.—So that the Manufacturers’ 
Life Insurance Company at this date 
of April 23rd, and you yourself per- 
sonally were absolutely free of any 
entanglements with this stock? A.— 
Absolutely. 

Q.—Then this proposition that was 
made by Messrs, McCuaig and Stra- 
chan was made I suppose in Montreal, 
was it, and accepted there? A:—Yes, 

Q.—‘‘$1,000 consideration to be ap- 
plied on the purchase or forfeited as 
liquidated damages.’’ Was that $1,000 
paid by you? A.—Yes. 

Q.—Personally? A.—Yes. 

Q.—Or from the funds or through 
any loan from the Manufacturers’ 
Life? A.—No, paid by me person- 
ally. 

Q.—By cheque? A.—TI think it was 
cheque. 
fe Q.—To McQuaig and Strachan? A. 

es. 

Q.—By your own personal cheque 
to McCuaig and Strachan. A.—Yes. 

Q.—I will just read the next letter 
that followed that, four days later. 
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April 27th, 1901. A letter from you 
to C. J. McCuaig and William Stra- 
chan, Montreal. 


It is headed, ‘‘Re Manufacturers‘ 
Life Stock.’’ ‘To carry out my op- 
tion of April 23rd I offer to pay $30,- 
000 cash; $30,000 on the 15th day of 
May, and between $38,000 and $39,- 
000 or whatever is required to bring 
the loan on my four-fifths down to 
$240,000 on or before the 15th day 
of July. The balance of the purchase 
money, and in fact all payments to 
bear interest at 5 per cent. interest 
and the whcle to be paid on or be- 
fore the Ist day of May, 1902. Kuind- 
ly wire me your acceptance or refusal 
of this offer before 4 p.m. on Mon- 
day the 29th instant. If this offer is 
not accepted I am to have until Wed- 
nesday, the lst day of May, at 4 p.m. 
to carry out my original option. It 
is understood that you are to receive 
5 per cent. on your disbursements.”’ 

What are their disbursements? A. 
—That is that the purchase was to 
carry 5 per cent. 

Q.—That any money they had paid 
out would bear interest at 5 per cent? 
A.—Yes. 

Q.—Now then at the date of that 
letter, April 27th, had you then con- 
summated any arrangement with any 
other parties with regard to that 
stock? A.—wNo. yen 

Q.—Were you assuming this liabil- 
ity to pay $30,000 cash and so on, en- 
tirely personally, yourself? A.-—I 


“was, yes. 


Q.—Had you then any negotiation 
with MacKenzie and Mann on the 
subject at allP A.—No, not at that 
time. 

Q.—Had you in any way insured 
yourself that you would be able to 
dispose of it? A.—No. 

Q.—And you say there was no other 
motive than the breaking up of con- 
trol- A.—That was the motive. 

Q.—You elected under the option 
they gave you, that they should re- 
tain the portion of the stock that they 
offered to keep? A.—Yes. 

Q.—‘‘If desired we will each retain 
a one-tenth interest in same.’”? A.— 
Mr. Strachan retained his one-tenth. 
Mr. McCuaig did not. - 

Q.—What did Mr. McCuaig do? A. 
—He asked me to take his portion of 
it as well as the amount that I had 
agreed to take. 

Q.—He asked you to relieve him of 
his one-tenth? A.—yYes. 

Q.—So that you took the four-fifths 
and one-tenth? A.—Yes. 
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Q.—Strachan retaining the other 
one-tenth? A.—It did not come out 
exactly that way. Strachan retained 
1,073 shares. That was the final set- 
tlement. 


Q.—That was the final arrangement 
that was made? A.—Yes. 


Q.—Then that letter of yours was 
followed by the letter that I first read 
of May Ist, 1901, in which you make 
a further offer. (Reads this letter. 
See page 879.) Then that letter I 
suppose was written after you had had 
some conversation with them, follow- 
ing the letter of April 27th, 1901? A. 
—Yes. 

Q.—And the amount payable under 
this letter was stated as $322,000 with 
interest from January 1st, 1901. Now 
was that computed on the same basis 
as the original proposition? A.—Yes, 
the same basis exactly, a proportionate 
amount. 

Q.—And were these shares the four- 
fifths? A.—No. 

Q.—That was the arrangement that 
you spoke of? A.—It was just made 
in the even sum, 7,000 shares, the idea 
being that Mr. Strachan would keep 
1,073 shares and Mr. McCuaig 1,073 
shares, making 9,146 shares. Then 
Mr. McCuaig afterwards declined to 
keep his. 

Q.—So there was no change made 
after this letter of May Ist, 1901? A. 
—Only to the extent of Mr. McCuaig’s 
interest. 

Q.—I am saying after the letter of 
May Ist, 1901; that change was made 
before the letter of May Ist, 1901, 
was it not? A.—No, I think in that 
I only agree to take 7,000 shares. 

Q.—‘‘The following offer of 400 be- 


ing the equivalent of 7,000 shares.’’ 


Quite so. So after that the change 
was made. Then did you carry out 
your ,undertaking to make the pay- 
ments under this contract? A.—I 
did. 

Q.—$30,000 was payable on the fol- 
lowing Friday after May Ist, 1901? 
A.—yYes, or about that date. 

Q.—The 8rd of May. Did you ob- 
tain any transfer of stock at the time 
that you made that payment? A.— 
No. 

Q.—You did not obtain any trans- 
fer of stock; you paid the $30,000 
cash? A.—On account, yes. 

Q.—Without getting any transfer of 
stock at the time? A.—Yes. 

Q.—Was that money raised from the 
Manufacturers’ Life Insurance Com- 
pany? A.—No, they had nothing to 
do with it. 
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Q.—They had nothing to do with the 
$30,000; have you your account with 
the old Manufacturers’ Life Insurence 
Company here? A.—I couldn’t say. 

Q.—The ledger containing Mr. Jun- 
kin’s account is not here; we can look 
at that afterwarwds, but does that 
account contain any reference? A.— 
To this transaction ? 


Q.—Yes? A.—None whatever. 

; Q.—Would you say, Mr. Junkin, 
in a general way, how you financed 
that transaction? A.—I put some of 
my own money in and borrowed some 
from a friend. 

MR. McLAUGHLIN: I submit 
that matter cannot be gone into any 
further than it affects the Insurance 
Company or the Insurance Enquiry. 


WITNESS: I might say the friend 
had no connection whatever with the 
Manufacturers’ Life. 

MR. TILLEY: I have not asked 
you even that much yet, have I? You 
say that you financed the transaction 
by putting up some of your own 
money and raising the balance from 
a friend? A.—Yes. 


Q.—Was the friend a shareholder 
in the Manufacturers’ Life? A.—No. 
Q.—Not a shareholder in the Manu- 


’ facturers’ Life? A.—No. 


Q.—Or in the Temperance and Gen- 
eral? A.—No. 

Q.—Was he an officer of either of 
the companies? A.—wNo. 

Q.—And you say that no loan came 
through the company in any way in 
connection with the transaction at, 
that stage at any rate? A.—None 
whatever. 

Q.—Then how long was it after 
May, 1901, before you took the mat- 
ter up with Mackenzie & Mann? A. 
—Oh, it would be months thereafter. 

Q.—Some time after the amalga- 
mation had gone through? A.—Yes, 
a considerable time. 

Q.—Had you in the meantime at- 
tempted to in any way dispose of 
this stock in small amounts? <A.— 
Yes. I began to work on it immedi- 
ately, and this was the final distri- 
bution of the stock. 

(Produces a document.) 

Q.—The stock was finally distri- 
buted in this way: 


DloydieHarrisie-..ae en 1,350 shares. 
Epis Pell att. ic. 3. cae: 1,000 shares. 
William Strachan ......... 1,073 shares. 
Sek.) Bontty liken is 1,000 shares. 
William Mackenzie ...... 2,000 shares. 
DD VE a nape Cece ed 2,000 shares. 


278 ROYAL COMMISSION ON 6 


15th day, April 26, 1906. 


McLaughlin & Johnston...400 shares. 
ee ier esse et 323 shares. 
Making! unital wise yan cee 9,146 shares. 


That was the 7,000 shares that you 
had agreed to buy under the letter 
of May lst and the additional shares 
of McCuaig’s? A.—And Strachan’s. 


Q.—That you took over? A.—Yes, 
that wa: the whole holdings of Mc- 
Cuaig and Strachan as they purchased 
them from Senator Cox. 


().—William Strachan is down here 
for his 1,073 shares, so that this is 
not an additional thousand he took, 
but is his original portion that he re- 
tained? A.—Yes. 

Q—Can you tell me when this was 
finally consummated in this way, how 
soon after? A.—AIl except Macken- 
zie & Mann’s were consummated just 
about the time of the amalgamation. 
. Q.—Do you mean then in the month 

of July? A.—TI think so; most of it. 

Q.—Was Lloyd Harris before that 
a shareholder? A.—Yes. 

Q.—A small shareholder? A.—Well, 
I think he had probably about 150 
or 200 shares, something like that. 

Q.—Then you say that you placed 
the stock with Harris, Pellatt, Beat- 
ty, McLaughlin & Johnston, before 
MacKenzie & Mann were in the 
transaction at all? A.—Yes. 

Q.—So that there was no stipula- 
tion as to MacKenzie and Mann’s 
4,000 shares by any of these parties? 
A.—None whatever. 

Q.—Did these parties agree to take 
this stock together, or was each one 
dealt with separately? A.—KEach one 
was dealt with separately. 

Q.—It was not a yeneral arrange- 
ment between themselves to take up 
the stock? A.—Oh. there was prob- 
ably more or less conversation, na- 
turally they would ask me who else 
was coming into the company, what 
was the company going to be. 

Q.—Each one making his enquiry 
to see what the ultimate position of 
his stock would be with respect to 
the whole stock of the company? A.— 
Yes, our idea was to get a good, 
strong board together that would 
make a creditable institution. 

Q.—At what price did these parties 
get the stock, Mr. Junkin? A.—The 
exact price that was paid for it, all 
the way through, every transaction 
was carried out on the 5 per cent. 
basis. Dating from the Ist of Janu- 
ary, 1900. 

Q.—You say then that each one of 
these parties that took any share of 
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that capital stock got it on exactly 
the same terms that you got it from 
McCuaig and Strachan, and as you 
understood, that McCuaig and 
Strachan got it from Cox? A,—HEx- 
actly. 


Q.—And as you understood that 
Cox got it from Gooderham? A.— 
Yes. 

—Q.—lIixcept that interest was being 
computed in the meantime at 5 per 
cent. and credit being given for the 
dividends? A.—Yes, so that the stock 
was always getting a little more ex- 
pensive, as it did not carry itself. 


Q.—The stock did not quite carry 
itself in that way. Do you say, then, 
that these parties bought the stock 
at that price although you had not 
made any arrangement to sell the 
balance of it? A.—Yes. 

Q.—Was there any stipulation by 
you that if there was any ultimate 
loss to you on the whole block of 
stock that they should supplement 
their payment in any way whatever- 
A.—None whatever. 

Q.—It was an out and out abso- 
lute sale? A.—An absolute sale. I 
took my risk. 

Q.—I suppose with all these parties, 
that there would be some correspon- 
dence between you and them, would 
there not? A.—No. You see they 
were mostly Toronto men or in the 
vicinity of Toronto, and it was all 
done verbally, 

Q.—Are you speaking now from 
recollection or are you saying that 
as a result of some search you have 
made to see whether there was any 
correspondence? A.—No, I have made 
no search. Just from recollection. 

Q.—I suppose a search could be 
made and then if there is any cor- 
respondence we could see whether it 
is material in any way? A.—Cer- 
tainly. 

Q.—Then in connection with any 
one of these purchases by Harris, Pel- 
latt, and others from you, was any 
money loaned or advances’ by 
the Manufacturers’ Life? A.—None, 
except what was mentioned yesterday. 
Later on. 

Q.—That is MacKenzie & Mann? 
A.—Yes. 

Q.—We will come to that later, but 
I mean as to these other parties that 
went into the transaction before Mac- 
Kenzie & Mann? <A.—None. 

Q.—Did they pay cash for the 
stock? A.—Yes. 

Q.—Or did you continue to carry 
it for them? A.—It was carried in 
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the Central Canada. They made their 
payments as a matter of fact mostly 
directly to the Central Canada. 


Q.—Had you any arrangement with 
the Central Canada whereby portions 
of this stock would be released on 
payment of a certain amount with in- 
terest at 5 per cent.P A.—I had 
no definite arrangement, but as a mat- 
ter of fact they always did when a 
proportionate amount was paid. 


Q.—You had no understanding 
with them that that would be done 
except a ‘tacit arrangement? A.— 
That was all. 


Q.—That was not part of McCuaig 
and Strachan’s- original arrangement 
with Cox, or your arrangement with 
McCuaig and Strachan? A.—WNo, 
there was no arrangement with Mc- 
Cuaig and Strachan except what is 
contained in this, that I was to make 
those payments as calted for in that 
agreement. 


Q.—You were to assume their 
agreement? A.—Yes. 

Q.—And that agreement of theirs, 
you have not a copy of? A.—wNo. 

Q.—Nor the original document? A. 
—No, the Central Canada, I presume, 
would have the original. 

Q.—Then some time afterwards you 
took up the negotiations with Mac- 
Kenzie & Mann? A.—Yes. 

Q.—Did Mr. Hanna become a share- 
holder as part of that same trans- 
action? A.—No. 

Q.—When did he pecome a share- 
holder? A.—That was quite recent- 
ly. About—I would have to look up 
the records. 

Q.—Will you just look that up? I 
thought here was 50 shares out of 
that 4,000 lot that was transferred 
to him? A.—Perhaps that was soon 
after the purchase. I will just see. 

Q.—It: is; pointed! oubethat Mr)" D) 
B. Hanna became a shareholder on 
the 20th of January, 1904, when you 
transferred to him 50 shares from the 
stock that was held as “J. F. Junkin 
in trust.’’ That was this particular 
stock was it not? A.—Yes. 

Q.—He got 50 shares of that stock? 
Ate=Yes; 

Q.—Then he does not appear to be 
in this list; how would that be? A. 
—Well, that list was the first. distri- 
bution of the stock. Of course, I have 
not attempted to follow out any trans- 
actions in that stock that may have 
taken place in recent years. That 
was how I disposed of it. 

Q.—But after you once transferred 
all the stock that you held as ‘‘J. F. 
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Junkin in trust,’’ that 50 shares must 
have come out of the 4,000 shares 
that was transferred to you for Mac- 
Kenzie & Mann? <A.—Yes. 


Q.—Because that 4,000 shares was 


put in your name in trust? A.— 
Yes. 


Q.—At page 169 of the Stock Led- 
ger an account appears ‘in the name 
of J. F. Junkin, Managing Director, 
in trust. Now, that is the account 
that you carried this MacKenzie & 
Mann stock in? A.—Yes. 

Q.—And it commences with an item 
on October 8th, 1902, ‘‘William Nat- 
tress, 100 shares.’”’ Then on Decem- 
ber 4th, 1902, 4,000 shares from Geo. 
A. Cox. Those are the 4,000 that 
went to MacKenzie & Mann, and were 
held for MacKenzie & Mann? A.— 
Yes. 


Q.—Then the 4,000 shares were 
transferred out of the account by you 
in this way, on January 20th, 1904, 
a transfer to D.-B. Hanna of 650 
shares; and on December 16th, 1905, 
a transfer to William MacKenzie of 
2,000 shares, and on the same date 
a transfer to D. D. Mann of 1,950 
shares, making in all the 4,000 shares? 
A.—Yes. 

Q.—Then that would show conclu- 
sively that Mr. Hanna’s 50 shares 
came out of this 4,000 of MacKenzie 
& Mann’s? A.—Ultimately, yes. 

Q.—It was transferred from their 
shares. That 50 shares would prob- 
ably be transferred to Mr. Hanna 
at that time to qualify him to go on 
the Board? A.—So I understood it. 

Q.—Representing MacKenzie & 
Mann? A.—Yes. 

Q.—He is associated with them? 
A.—Yes, 

Q.—Mr. Mann was a director in 
1901; appointed as one of the original 


directors of the company? A.—Yes, 


he had been a Director of the old 
Manufacturers’ Life. 

Q.—He was a Director and share- 
holder in the old Manufacturers’ Life? 
A.—Yes. 

Q.—And when the amalgamation 
took place he became a Director of 
the new company? A.—Yes. 

Q.—Then MacKenzie became a Di- 
rector in 1902? <A.—Yes. 

Q.—And then Hanna became a Di- 
rector in 1904? <A.—Yes. 

Q.—Mr. Mclaughlin thinks that 
may be a mistake as to the date about 
Mr. MacKenzie. It can be corrected 
if it is. No, it was right as I stated 
it, this memo not being very clear, but 
it turns out to be correct, Mr. Mac- 
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Kenzie became a Director in 1902. 
Was Mr. MacKenzie a shareholder in 
the old company? A.—I couldn’t say. 
He was a policyholder for a substantial 
amount, 

Q.—Was he put on the Board of Di- 
rectors as a policyholder or as a share- 
holder? Apparently Mr. MacKenzie 
did not become a shareholder in the 
company until December, 1905, when 
you transferred to him 2,000 shares. 
Is that right? That is what his ac- 
count at page 184 of the Stock Book 
shows? A.—That is correct. 


Q.—So that there is no doubt that 
that would be correct? A.—yYes. 


Q.—So that Mr. MacKenzie must 
have been a Director of the Manufac- 
turers’ Life qualifying as a_policy- 
holder? A.—Yes. 


Q.—Was that under any arrange- 
ment with MacKenzie & Mann in any 
way? A.—No, we thought he was a 
good name to have on our Board. 

Q.—In 1902 you had Mr. Mann on 
the Board and how much did he hold 
then? A.—Mr. Mann held 161. 

Q.—Mr. Mann held 161 shares in 
1901 and he was on the Board and 
then in 1902 Mr. MacKenzie was put 
on, qualifying as a policyholder. At 
that time I suppose he had contracted 
for the purchase of this stock? A.— 
No, as a matter of fact I don’t think 
he had. 

Q.—Have you got the date of that 
transaction with MacKenzie & Mann? 
Was the arrangement completed at 
the time of the transfer to you or had 
it been completed before that time? 
A.—There was a verbal understanding 
before that time that they were going 
to take some stock, but never got any 
written agreement therefor. 

Q.—December Ist, 1902, was the date. 
A.—Well it was sometime during that 
year that they agreed to take the 
stock. My recollection would be that 


it would be about 2 or 3 months before - 


that. 

Q.—He would be appointed to be a 
Director of the Company at the An- 
nual Meeting in January, 1902, or the 
beginning of that year? A.—Yes. 

Q.—January or February, 1902, and 
at that time there was no arrangement 
with him either verbal or in writing? 
A.—With regard to the stock. 

Q.—Yes, with regard to the stock? 
A.—None whatever. 

Q.—But it was thought that Mr. 
MacKenzie, the remaining member of 
the firm of MacKenzie & Mann, would 
be a good man to have on the Board? 
A.—Yes. 
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Q.—During that year then he was 
interested in the stock? A.—Yes. 


Q.—And have you the correspond- 
ence that shows the negotiation be- 
tween you and them for the purchase 
of it? A.—No, there was no corres-: 
pondence at all. 

Q.—Are you speaking now from 
memory or from having looked it up? 
A.—Well, no, I have not looked it up 
but I am quite sure, because I am sat- 
isfied that in matters of that kind, 
with men in the city, I would not 
waste time corresponding about it, I 
would go and see them. 


Q.—What document is in existence 
whereby they first obligated themselves 
to take that stock? A.—None what- 
ever, until that time in December. 
iu Q.—Until December Ist, 1902? A.— 

es. 

Q.—Now, before December Ist, 1902, 
do you say that you had no understand- 
ing with them as the amount that they 
were to takeP A.—yYes, before that 
date, I don’t know just how long. 

Q.—How long before? A.—Oh per- 
haps a month or two. 

Q.—Not more? A.—No, I think 
not.. For a definite amount. 

Q.—Not at the time he went on the 
Board? A.—No. 

Q.—yYou are sure there was no un- 
oe come to at that time? 

A.—Quite sure. 

Q.—Then you say that probably a 
month or two before December lst, 
1902, you had a discussion in which 
they said they would take 4,000 shares 
wasn’t itP A.—Yes. 

Q.—And it was just left a verbal 
talk? A.—I want to correct that. 
They had never told me personally de- 
finitely how much they would take. 
They had told Colonel Pellatt some- 
time before that the amount they were 
going to take. 

Q.—Then do I understand that it 
was Colonel Pellatt that interested 
MacKenzie & Mann? A.—No, he as- 
sisted me in interesting them. 

Q.—Who conducted the negotiation 
with them? A.—I began it. I had 
been speaking to them for perhaps a 
month or two, and in fact I had been 
speaking to Mr. Mann from, almost 
the time of the amalgamation, as he 
was one of the old shareholders, induc- 
ing him in a quiet way without press- 
ing it too much on him, the advisability 
of increasing his holdings in the com- 
pany. 

Q.—The advisability from what 
standpoint? A.—As an investment. 

Q.—As an investment for his money ? 
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A.—Yes, the word I used was, ‘‘a fam- 
ily investment.’? Something he could 
put away and leave to ripen for future 
years, when it would become valuable. 

Q.—Life Insurance is looked upon 
sometimes as a family investment, and 
that was what you were urging upon 
Mr. Mann? A.—yYes. It has not been 
very profitable up to date in the young 
companies, but in time it does become 
profitable. 

Q.—You were then urging Mr. Mann 
as a beneficial investment, for him to 
put his money into this? A.—Yes. 

Q.—Was anything discussed as to 
the amount at that time? A.—wNo, I 
couldn’t say just when the amount 
was introduced into it. The first thing 
was to get him interested. 

Q.—And the next to give a suffi- 
ciently large amount? A.—To make 
him take a personal interest in the 
company and its affairs. 

Q.—Was any smaller arnount than 
4000 shares ever discussed between you 
and them? A.—No I think not. 

Q.—Was any larger amount? A.— 
Well, no, there was no larger amount. 

Q.—Was there any discussion be- 
tween you and them at all as to their 
strength in the company, holding that 
amount of stock? A.—Well only in 
this way, that I represented to them 
that their names were well known 
throughout the Dominion from the 
Atlantic to the Pacific and even across 
the Pacific and that their names would 
be a good help to the company and I 
was anxious to see them become sub- 
stantial policy holders. 

Q.—Substantial shareholders? A.— 
Shareholders I mean. And Directors. 

Q.—You had them both Directors 
then? A.—Yes, but I wanted them to 
take a more active interest though. 
They were not attending very many 
meetings. They considered their hold- 
ings were so small I suppose that it 
was not worth while. 

Q.—Did they attend any more after- 
words? A.—yYes, Mr. Mann has. 

Q.—Did Mr. MacKenzie? A.—No, 
he has not. He is a pretty busy man. 

Q.—He was just as busy before he 
made the purchase as afterwards, I 
suppose? You did not expect him to 
take any more interest in the Manu- 
facturers’ Life did you, from a Direc- 
tor’s standpoint. A.—Oh, I certainly 
did, a man who holds two thousand 
shares. 

Q.—That is Mr. MacKenzie? A.— 
Yes. 

Q.—You thought Mr. MacKenzie 
and Mr. Mann, to some extent the 
hoth of them, would devote their in- 
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terest and attention to the Directors’ 
work of the Manufacturers’ Life? A.— 
I certainly thought so. 

Q.—And Mr. Hanna too? A.—Yes. 
Well, Mr. Hanna of course came on 
much later. It was after I ascertained 
that Mr. MacKenzie was not attend- 
ing the Board meetings that I sug 
gested 

Q.—Suggested a change from Mac- 
Kenzie to Hanna? A.—That some- 
one should represent their interests 
who could attend oftener. 

Q.—What do you mean by repre- 
sent their interest? A.—Well, every 
shareholder has an interest in the 
company, and the larger his holding 
the more interest he ought to have in 
my opinion. 

Q.—So that Mr. Hanna was put on 
to represent their interests? A.— 
That was my suggestion. 

Q.—Although Mr. MacKenzie was 
there himself, and taking an interest 
in it? A.—Mr. Mann, yes. 

Q.—And when Mr. Hanna came on, 
Mr. MacKenzie did not go off the 
Board? A.—wNo. 

Q.—They all three remained. Mr. 
Hanna had no interest at all except 
as representative of MacKenzie & 
Mann, had he? A.—Well, I couldn’t 
answer that, because these fifty shares, 
I don’t know whether he paid for them. 

Q.—You have always understood 
them to be just MacKenzie and Mann’s 
shares? A.—No, I have not any un- 
derstanding about it at all. 

Q.—Has Mr. Hanna any interest in 
any’other shares except the fifty that 
you know of ? A.—None that I know of. 

Q.—Does he attend the meetings of 
Me Directors? A.—yYes, very regular- 
Ny 

Q.—That will be shown by the names 
of the porsons in attendance at each 
meeting at the beginning of the min- 
utes? A.—Yes. 

Q.—That is always indicated in your 
minutes I thinkP A.—Yes. 

Q.—And the copies of the minutes 
you have given us, so far as you know, 
they are correct in that particular, 
setting out who is present at each 
meeting? A.—Yes. 

Q.—Then we will be able to check 
that! later Pi (A.—-Yes. 

Q.—You say you don’t know of any 
other stock that Mr. Hanna has any 
interest inP A.—No,‘I don’t. 

Q.—-There is an item of 1350 shares 
of stock standing in the name of trus- 
tees, Messrs. Digby and Helliker, Pres 
ident and Secretary, in trust. Whose 
stock is that? A.—I couldn’t say off- 
hand. The records will show. 


282 ROYAL COMMISSION ON 


15th day, April 26, 1906. 


Q.—I see that those 1350 were trans- 
ferred from the Central Canada _ to 
these persons in trust, so I suppose 
that that would be the 1350 that in 
this list is applicable to Lloyd Harris? 
A.—Evidently. The amount agrees. 


Q.—Is that what your understand- 
ing of the transaction would be? A.— 
Yes, now that you mention the Cen- 
tral Canada in conection with it. 


Q.—So that apparently would be his 
stock. Then was any arrangement en- 
tered into at all by any of these par- 
ties who took that stock, as to control 
of the company? A.— No. 


Q.—You cannot say that positively ? 
A.—Positively. 

Q.—Is there any control of the stock- 
holders vote now in connection with 
the Manufacturers Life Insurance 
Company? A.—None whatever. 


Q.—There is no one person, or no 
set of persons? A.—wNo. 

Q.—That are in any way grouped 
together by interest? A.—None what- 
ever. 

Q.—That creates a control? A.—No, 
never even been discussed. 

Q@.—There are still however some 
large blocks of stockP A.—Yes. 

Q.—And to that extent the control 
is in the hands of a few or could be 
put in the hands of a few? A.—Well, 
it is better than it was. 

Q.—It is better than it was, you 
say, and that would appear to be so. 
It seems to be better than it was, but 
there is no understanding between any 
two or three of them and no common 
interest between them that you know 
of? A.—Not the slightest. 

Q.—That creates a control of the 
Manufacturers’ Life? A.—None what- 
ever. 

Q.—Then why was the MacKenzie 
& Mann 400 shares transferred to your 
name in trust? A.—In conection with 
the transaction we were speaking of 
yesterday. 


Q.—You were going to look up that. 


so that you could give the exact par- 
ticulars of it. You produce the trans- 
fer ledger is it? A.—Yes, the security 
ledger. 

Q.—That is your transfer ledger for 
securities, not for your capital stock? 
A.—No. 

Q.—It is a looseleaf ledger and there 
is no way, of course it cannot be 
paged, but on a sheet headed ‘‘Mac- 
Kenzie, Mann & Co., Limited, Toron- 
to’’ there is a statement that the loan 
is repayable on call and the interest 
is 6 per cent. Was the loan to Mac- 
Kenzie, Mann & Co., Limited or to 


6 EDWARD VII., A. 1906 


Manufacturers’ Life (Junkin Ex’d.) 


Mackenzie & Mann? A.—MacKenzie 
& Mann originally. 


Q.—That is the way it was entered 
originally and then the ‘‘and’’ has 
been struck out and ‘‘& Co. Limited.”’ 
added after the name? A.—Yes. 


Q.—When was that done? A.—That 
was in 1903 when the securities were 
changed, or 1904. 


Q.—1904, when a certain change was 
made in the securities? A.—Yes, and 
a new loan was made to MacKenzie, 
Mann & Co. Limited. 

Q.—Have you anything showing an 
application in writing by MacKenzie 
& Mann for a loan to MacKenzie, 
Mann & Co. Limited? A.—No. 

Q.—Where is their liability shown 
over their signature in any way in con- 
nection with this transaction? A.—It 
would be on the hypothecation form. 

Q.—Have you that? A.—Yes we 
would have that. 

Q.—Is it here? A.— No. 


Q.—We would like to get that this 
afternoon. A.—We can produce that. 

Q.—Then the entries commence by 
an item on December Ist, 1902, ‘‘To 
eash Central Canada Loan & Savings 
Company, $127,580.05.” Was that 
the total amount payable in respect of 
the shares of MacKenzie & Mann, the 
4000 shares? A.—No, the total amount 
would be approximately $184,000, or 
about 185. 

Q.—$185,000. Now where is that . 
shown, how is that ascertained? A.— 
From my knowledge of the price of 
the stock. 

Q.—About $185,000. Then who sup- 
plied the balance of the money to take 
up that stockP A.—They did, Mac- 
Kenzie & Mann. 

Q.—By a cheque to you or by a 
cheque direct to the Central Canada? 
A.—A cheque direct to the Central 
Canada. 

Q.—So that MacKenzie & Mann, be- 
fore you made this transaction of Dec- 
ember Ist, they had paid a certain 
amount on their shares? A.—Yes. 

Q.—Being the difference between the 
total price you have just given me and 
$127,580.05? A.—Yes. 

Q.—Leaving out the question of 
what interest might accumulate. Had 
that payment been made by them just 
at the same time, December lst? A.— 
Yes. 

Q.—So that that was a transaction 
then whereby they paid in part and 
you the balance and the stock was 
taken away from the Central Can- 
ada? J/Ai—Yes. 
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Q.—Then on December 26th there 
is an entry “By cash $127,580.05.” 
What does that mean? A.—That is 
what date? 


Q.—December 26th? A.—Oh, De- 
cember 26th. They paid the loan off. 

Q.—What about the interest? A.— 
The interest will appear héte. Yes, 
here is the interest, over $500 interest 
in full. 

@.—Over $500 for the interest on 
the loan from December lst to De- 
cember 26th? Is that right? A.— 
Yes, it seems to be. 

Q.—Over $500 interest. Now how 
*was that paid at that time? A.— 
Paid by cheque, I believe. 

Q.—Whose cheque? A.—MacKen- 
zie & Mann’s. 

Q.—And deposited in your bank ac- 
count? A—I believe so. 

Q.—Have you entry of that here? 
Nothing to show that, but it was de- 
posited, you say. Then on January 
the 8th, 1903, the next entry is ‘‘To 
eash, $125,195.55.’’ What does that 
mean? A.—That was a new loan 
made, I think. 

MR. McLAUGHLIN: Any of these 
bank books you want.to see, give me 
a memorandum. We want to assist 
the Commission in every way we can 
by producing everything. 

MR TILLEY: All right. What do 
you say to this? A.—That was a loan 
of $125,125.55 
_ Q.—Would there be a new applica- 
tion for a loan made at that time and 
a new hypothecation of securities? 
A.—I think so. 

Q.—Then we would like to have that 
produced. You say that that loan was 
made on January the 8th and the 
former one paid off on December 26th 
on the same securities for almost the 
same amount? A.—The date here is 
January the 8th. 

Q.—What do you say about that? 
A.— Well, that was a new loan that 
was made on the same securities. 

Q.—The securities still standing in 
your name all the time? A.—In the 
name of the Manufacturers’ Life, yes, 
I presume so. 

Q.—Why do you presume that the 
securities remained with you if the 
loan was paid off? A.—I could not 
answer that definitely. 

Q.—What cannot you answer defin- 
itely, the reason or the fact? A.— 
The fact that they were. 

Q.—You don’t know whether they 
were or not? A.—No. ’ 

Q.—Can you get that information 
here? Would the other side of the 
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same sheet not show whether the se- 
curities were parted with? A.—No, 
that would not show. 

Q.—Now let us take the other side 
of the sheet for the present. This 
side shows the securities that you held 
from time to time in respect of this 
loan, whether you call it the old loan 
of December 26th, 1902, which was 
supposed to have been paid off at that 
date, or a new loan of January the 
8th, this page on the other side shows 
the securities that you held from time 
to time in respect of this loan or these 
loans, doesn’t it? A.—yYes. 

Q.—Then there is no entry of any 
securities being held in respect of the 
loan, either the old or the new, until 
January the 12th, 1902; is that right? 
The first entry here is December Ist, 
1902; that must be January the 12th, 
1903, is it not? I want you to qualify 
yourself as well as you can to answer 
the question and then we will take the 
answer from you? A.—Yes, that 
should evidently be January 12th, 
1903. 

Q.—There seems to be no doubt 
about that at all, that the securities 
were credited on the other side of the 
sheet, MacKenzie & Mann’s sheet as 
received on 12th January, 1903, al- 
though the date at the top would indi- 
cate that it was January the 12th, 
1902. That is right, is it not? A.— 
Yes. 

Q.—Then the securities that are then 
shown by this sheet to have been re- 
ceived at that time were two hundred 
bonds of the Inverness Railway and 
Coal Company, of the par value of 
$500 each, making $100,000; and 4,000 
shares of the Manufacturers’ Life 
stock of the par value of $100 on which 
$20 per share had been paid, making 
a par value paid up of $80,000. That 
is right? A.—Yes, that is right. 

Q.—Now the 4,000 shares were actu- 
ally transferred to you, according to 
the transfer books, on December 2nd, 
1902? A.—yYes. 

Q.—Or December Ist it is. Then 
how is it that it does not appear here 
as being received at that time? A.— 
Well, this page is merely a memoran- 
dum of the securities and evidently 
the date that is put in there is just 
the date that the memorandum was 
made. It is quite evident from the 
transfer book that the securities were 
in our possession from the 2nd of De- 
cember. 

Q.—That is not the way this book 
is kept, is it, Mr. Junkin, to date the 
transactions as of the date the book- 
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keeper happened to make the entry in 
the book? A.—I don’t think it is un- 
less it was a slip of the pen accus- 
tomed to writing that date on that 
day. 

Q.—On January 12th you think that 
that might be a slip of the pen. Ap- 
parently the 4,000 shares of the Man- 
ufacturers’ Life stock, being the sec- 
ond entry, it could not have been re- 
ceived before the Inverness Railway 
and Coal bonds? A.—No. 

Q.—As a matter of fact, though, 
they were the very initiation of the 
transaction, were they not? A.—Yes. 

Q.—Were the 200 bonds of the In- 
verness Railway and Coal Company 
received before January 12th, 1903? 
A.—I think so. I think they were 
received on the date of the transfer 
of the Manufacturers’ Life stock. 

Q.—Can we verify that here? A.— 
I don’t know that there is any way 
of verifying it. 

Q.—Will there be any way of veri- 
fying that at your office to show the 
actual receipt of the bond? A.—I 
think it is quite possible. The hypo- 
thecation would show that. 

Q.—Then we can have that? A.— 
Yes, we will produce that this after- 
noon. 

Q.—Then there is nothing to show 
here that the stock and the bonds 
were in your possession at the end of 
the year 1902? A.—No. 

Q.—And according to the book the 
loan was supposed to have been paid 
off at the end of 1902? A.—Yes, was 
paid off. : 

Q.—It was paid off. Was it not paid 
off with the understanding that it was 
to be paid out again? A.—Quite pos- 
sibly. 

Q.—Do not say ‘‘quite possibly.”’ I 
want the fact? A.—Well, I think it 
was. 

Q.—Do you know it was? A.—I 
don’t know positively. 

Q.—Did you make the arrangement 
about this? A.—I think I did. 

Q.—You know you did? A.—Yes, I 
_ might say so. 

Q.—You made the arrangement. 
Now tell us what the arrangement 
was? A.—Well, speaking from mem- 
ory, I would say that it was that we 
would make them a new loan in the 
new year. 

Q.—So that what you say is that 
there was an undertsanding with Mac- 
kenzie & Mann that you would make 
them a new loan in 1903 practically 
similar in every respect to the loan 
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that was in existence in December? 
A.—Yes. 

Q.—And you had the securities at 
that time? A.—yYes. . 

Q.—And you retained the securities? 
A.—I am not sure about that. It is 
quite likely I did. 

Q.—We will be able to tell that? 
A.—Yes. 

Q.—And it was on that understand- 
ing that MacKenzie & Mann paid you 
the $127,580? A.—yYes. 

Q.—Do you know where that money 
was raised by MacKenzie & Mann? 
A.—No. 

Q.—Was it on the same bank that 
you did business with? A.—I couldn’t 
say. 

Q.—You don’t know that? A.—No. 

Q.—Did you give any assurance to 
any person else that this loan would 
be re-made at the beginning of the 
next year? A.—I have no recollec- 
tion of doing so. 

Q.—You would not like to say now 
that you did not? A.—wNo. 

Q.—Will your papers that you have 
at the office show in any way how or 
on whom that cheque was issued by 
MacKenzie & Mann? A.—I don’t 
think they would. 

Q.—They would not-show the bank 
on which that cheque was drawn? 
A.—It was drawn by Mackenzie & 
Mann in our favor. 

Q.—Certainly it would be issued by 
Mackenzie & Mann, but would there 
be nothing in your book to show on 
what bank it was drawnP A.—No. 

Q.—And do you know? A.—I do 
not. 

Q.—You are positive about that, 
that you cannot fix where that money 
came from? A.—I cannot now. 

Q.—You have no idea? A.—No. 

Q.—Did you give out any securities 
at that time for that money to be 
raised on some other bank or institu- 
tion? A.—I don’t remember doing 
SO. 

Q.—Would anything that you have 
at the office show whether you did? 
A.—I think so. 

Q.—Well, then, you can let us have 
that. We must know more about that 
payment of $127,580 by Mackenzie & 
Mann on December 26th, 1902, and 
the re-loaning of it on January 8th. 
I suppoe, Mr. Junkin, that that was 
in view of the annual returns? A.— 
Yes. 

Q.—It was, at any rate, a transac- 
tion to prevent that being shown in 
the annual return of the Company? 
A.—Yes. 
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Q.—And that was to the knowledge 
of Mackenzie & Mann? A.—Yes, I 
presume so. . 

Q.—And it was merely a means of 
evading the necessity of putting it in 
the annual returns? A.—Evidently. 

Q.—The payment was not in reality 
a Payment of the loan was it? A.— 
Well, it was in a way. We had ample 
security for the loan. 

Q.—That loan had not been repaid 
and the transaction passed out of 
your office as your books purported 
to show at that date? A.—Well, it 
had. If there was any verbal under- 
standing from me that we would take 
it up again that would not bind the 
Company to do so. . 

Q.—You would not want to put 
it on that ground, now would you, 
Mr. Junkin? , 

MR. McoLAUGHLIN: We want to 
give you the transaction actually as 
it is. The inferences can be drawn 
afterwards. The loan was actually 
-paid off and actually re-advanced. 

MR. TILLEY: I don’t know. I 
would rather take Mr. Junkin’s state- 
ment. Was any authority ever given 
by the directors or by any committee 
authorized to deal with it for the 
making of that loan to MacKenzie & 
Mann? A.—If so the minutes would 
show it. 

Q.—Let us see the minutes then of 
that date, December, 1902, or Janu- 
ary, 1903. At page 194 of the minute 
book, where the minutes of the Ex- 
ecutive Committee’s meeting held on 
December Ist, 1902, are shown, there 
is this entry: in the margin, ‘‘Mac- 
Kenzie & Mann call loan.’”? Then 
the item reads, ‘Call loan of $127,- 
580.05 at 6 per cent. to MacKenzie 
& Mann on security of 200 bonds of 
the Inverness Railway & Coal Com- 
pany with 4,000 shares of the Manu- 
facturers’ Life was submitted and ‘ap- 
proved.’’ Now was there any other 
reference to the payment off of that 


loan in the minutes before the end 


of the year? A.—No, the payments 
of call loans never appear in the min- 
utes. 

Q.—Was there any reference to the 
payment out of the money after the 
end of the year had gone by, in Janu- 
ary? A.—I don’t see any. 

Q.—It is said that there is no 
other reference to that loan in De- 
cember or January and I suppose 
that so far as you know that is the 
fact? A.—yYes. 
~ Q.—Well then going on from that 
entry of January 8th, 1903, the next 
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entry seems to be an item on Decem- 
ber 28th, 1903, and there is a credit 
again of cash $125,195. There is a 
credit of $125,195.55. That would in- 
dicate a payment from MacKenzie & 
Mann would it not? A.—Yes. 

Q.—And then would the interest be 
paid ‘at the same time? A.—The 
interest was partly paid on December 
26th and partly on the 31st. 

Q.—No, that is the previous one? 
A.—Oh, you are in to the next year 
now? 

Q.—Into the next year, $3,200, 
what does that mean? A.—That 
would be interest. July 2nd, the mid- 
dle of the year. 

Q.—That was credited on interest? 
A.—Yes. 

Q.—Well then on July 2nd of that 
same year, 1908, you had credited 
on the interest portion of the account 
which is kept separate from the prin- 
cipal items on that account, $3,200. 
What did that amount represent? 
A.—That was the dividend received 
on Manufacturers’ Life stock for the 
half year. 

Q.—Being at the rate of 8 per 
cent. per annum on 4,000 shares, 20 
per cent. paid? A.—Yes. 

Q.—That would be 4 per cent. for 
the half year on the $3,200? A.— 
Yes. 

Q.—Then on December 28th was the 
payment of $125,195.55 that I have 
referred to. That I suppose 1s a 
similar transaction to the one of the 
preceding year? A.—Evidently. _ 

Q.—There cannot be any question 
about that; we can have the papers 
relating to that when prepared, or 
brought here. Do you know on what 
bank that cheque for $125,195 was 
issued? A.—I do not. 

Q.—Then we will take that answer 
for the present and probably follow 
it up later a little differently, but you 
say that is a similar transaction to 
what occurred at the end of the year 
1902, whatever that was? A.—Yes. 


Q.—Another loan was made on 
January 25th, 1904, within the month 
following the end of the year of 
$128,959? A.—Yes. 

Q.—Now that same amount is one 
of the amounts that was referred to 
in Mr. Blackadar’s report that was 
produced down at Ottawa from the 
Department? A.—Yes. 

Q.—So that when it comes to that 
item it comes into his report? A.— 
Yes. 

Q.—$128,959 on January 25th. 
Then I notice that at the end of 


286 ROYAL COMMISSION, ON 


15th day, April 26, 1906. 


1903 the interest purports to have 
been paid up on December 8lst, 
$3,763.45 in full on the 31st of De- 
cember, 1903, Was ‘that payment 
made at the time? A.—TI believe so. 

@.—Can you say whether MacKen- 


zie & Mann paid you interest in these 


intervals between December 26th or 
28th of one year and January 25th 
of the following year? A.—Just as 
they are shown here, ves. 

Q.—Can you say whether these have 


been charged up with interest during . 


these intervals? A.—Yes. 

Q.—Which intervals are those? 
The intervals between December 26th, 
02. and January 8th, ’03, in the one 
case, and between December 28th and 
January 25th of the year following. 
Did you charge MacKenzie & Mann 
interest? A.—No, I should not sup- 
pose we would. We had the money. 

.—I am asking you as a fact? 
A.—As a fact I don’t think we did. 


Q.—That can be checked? A.—Yes. ° 


Q.—We would like to have that 
figured out to see whether interest 
was paid during those two intervals. 
Then on January 2nd, 1904, there 
is a credit of $3,200 on the principal 
side of the account, I suppose that 
is Just a similar entry to the one 
that was in the interest account for 
July? A.—yYes, that was a dividend 
on Manufacturers’ Life stock applied 
on principal. 

Q.—The preceding one having been 
applied on interest? A.—Yes. 

Q.—Now on December 81st, two or 
three days before that dividend was 
received, MacKenzie & Mann accord- 
ing to this book had paid off princi- 
pal and interest and everything on 
Chathlcance A. Ves" 


Q.—So that you were not entitled 
to that money if that loan had been 
paid off? A.—The stock still remained 
with the Company evidently. 

Q.—The stock still stood in your 
name in trust? A.—Yes. 


Q.—And the cheque for the divi- 
dend would be made payable te your 
order? A.—Yes. 

Q.—You having got the cheque 
credited it to MacKenzie & Mann? 
Alves) 


Q.—Although the account had pur- 
ported to be closed and remain closed 
eat January 2nd to January 25th? 

.—Yes. 


Q.—Who would make these entries, 
Mr. Junkin? A.—Mr. Franks. 

Q.—Would he make the enty itself 
on this sheet? A.—Yes. 
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Q.—Or would some person else do 
it under his instruction? A.—He 
would make the entry himself, I be- 
lieve. 

Q.—What position does he hold in 
the Company? A.—He is Chief Clerk 
in the Investment Department. 

Q.—And these entries would all be 
in his handwriting? A.—Yes. 

Q.—Then on January 25th, the loan 
having been re-made, there is an 
item on March 8rd, ‘‘Transfer from 
Wm. MacKenzie $11,418.03.’ What 
does that refer to? A.—That was a 
separate loan that Mr. MacKenzie 
had had; Inverness Railway Bonds. 

Q.—That is to say another account? 
A.—Yes, 

Q.—That we will come to, an ac- 
count with Wm. MacKenzie? A.— 
Personally. 

Q.—And on some person’s authority 
and for some reason that personal loan 
to Wm. MacKenzie was transferred to 
this loan of MacKenzie & Mann and 
incorporated with it? A.—Yes, and 
new securities were given. 

Q.—We will come to the security 
portion of it afterwards, but that is 
the fact as to the transfer? A.—Yes. 

Q.—And that transaction with Wm. 
MacKenzie is shown on the opposite 
page is it? A.—Yes. 

Q.—We will not follow up that tran- 
saction with William MacKenzie for 
the present ; we will deal with it later. 
The next item in this account is a 
charge for interest March the 3rd, 
$1,255.72, being a transfer from the 
interest account where that amount 
is credited to the interest account and 
then charged up to the principal ac- 
count? A.—Yes, that would be inter- 
est accrued to that date when the loan 
was rearranged and new securities 
given. 

Q.—You charged up the interest in 
the -interest account, transferred it 
to the principal and added it on to 
the former indebtedness and then re- 
arranged the securities in a way we 
will see on the other side of the page 
when we deal with the securities? A. 
—Yés, 

Q.—Then in July, 1905, there is a 
credit of cash, $57,595.23, what does 
that refer to? A.—What is that? 

Q.—A payment on July 5th by cash, 
$57,595? A.—Yes, that was paid in 
cash, on account of the loan. 

Q.—By MacKenzie & Mann. A.— 
Yes. 

Q.—Or MacKenzie, Mann & Co., 
Limited ? A.—MacKenzie, Mann & 
Co., Limited. 
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Q.—That would be by the incorpor- 
ated company. The incorporated com- 
pany became liable when the secur- 
ities were rearranged? A.—Yes, 

Q.—Then December 30th, 1905, there 
is a credit of cash, $80,365.55, and on 
December 30th, the same date, a cre- 
dit of interest, $471.97 which is trans- 
ferred to that column from the inter- 
est column? A.—Yes. 

Q.—So that those credit items of 
July 5th, $57,595.23, and December 
30th, $80,365.55, and December 30th, 
$471.97 closed out the account? A.— 
Yes. 

Q.—Were the securities then given 
upP A.—Yes. 

Q.—What is the date of the trans- 
fer of the Manufacturers’ stock back to 
MacKenzie & Mann, December 16th, 
apparently 1905, the Manufacturers’ 
stock—I see by the record of your 
transfers that it was on December 
16th, 1905? A.—Yes, that is on ac- 
count of the books being closed, for 
the last two or three weeks of the 
year, that is the transfer books. The 
transfer was dated back, 


Q.—The transfer would be dated 
back; the transfer would be made 
when the loan was paid off in the 
books of the company and all trans- 
fers after December 16th would be 
dated as of December 16th? A.— 
Yes. 


Q.—By reason of the rule of the 
company that the books shall be closed 
during the last half of the month? 
A.—Yes. : 


Q.—Before the payment of the di- 
vidends. Then we will follow the se- 
curities. On the other side of the 
account is a statement showing the 
securities received and securities part- 
ed with during the currency of the 
loan. This statement does not in any 
way show any break in the loan at 
the ends of the different years as the 
other account did? A.—No. 

Q.—It commences with the item on 
January the 12th about which you 
are going to get further information, 
and 200 bonds of the Inverness Rail- 
way and Coal Company were deposited 
then and 4,000 shares of the Manufac- 
turers’ Life stock that we have refer- 
red to. Then on March 3rd, 1904, 
2900 bonds of the Inverness Railway 
being all the bonds of the Inverness 
Railway that were held against the 
loanP A.—By us. 

Q.—By you were released to Mac- 
Kenzie & Mann and other securities 
substituted and that was the date 
you say when the change was made 
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from MacKenzie & Mann to MacKen- 
zie, Mann Co., Limited? A.—Yes. 

Q.—And the private loan or the per- 
sonal matter under the name of Wil- 
liam MacKenzie was incorporated in 
the company matter? A.—Yes. 
Q.—Now was that done under any 
instructions in writing from MacKen- 
zie & Mann or MacKenzie, Mann & 
Co.? A.—It was done to satisfy the 
Insurance Department in Ottawa; 
these new securities were securities 
that came under the Insurance Act, 
and the other securities they did not 
consider as coming under the Insur- 
ance Act. 

Q.—Then was the change that took 
place as the result of the Investiga- 
tion of the Insurance Department at 
Ottawa? A.—Yes. 

Q.—And it was done pursuant to 
their requirement that properly au- 


thorized securities under the Act 
should be held for the loan? A.—Sub- 
stituted. 


Q.—Or substituted for the ones that 
were not authorized? A.—Yes. 

Q.—I suppose you knew that these 
securities that you held for the loan 
originally and to which the Depart- 
ment objected were not authorized by 
the Act? .A.—Yes. 

Q.—Was it on account of that know- 
ledge that the transaction was put 
through as a completed transaction at 
the end of the year and then reopened 
at the beginning of the next year? A. 
—Yes. 

Q.—It was your desire not to have 
it appear that you carried these un- 
authorized securities? A.—Yes. 

Q.—And would that be under your 
instructions that that was done? A. 
==) 68, 

Q.—You take the responsibility for 
that? .-A.—Yes. 

Q.—For the transaction having been 
put through in that way. The instruc- 
tions would be given by you to some 
person else I suppose to see that it 
was carried out? A.—Yes. 

Q.—You would make the arrange- 
ment with Mackenzie & Mann or one 
of them and then you would give the 
instructions to what officer in your com- 
pany to carry it through? A.—Mr. 
Franks. 

Q.—Then he would see that the old 
loan was taken out at the end of the 
year and the new one substituted or 
the new one made at the beginning of 
the next year? A.—As a matter of fact 
the intention was to pay off the loan 
at the end of the first year, in fact 
when the loan was made at the begin- 
ning. 
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Q.—Let us just find out what it is 
you are saying about that Mr. Junkin. 
You say the original intention was as 
between whom? A.—Between myself 
and MacKenzie & Mann. 

Q.—And when you say the original 
intention, do you mean the intention 
that existed at the time the 4000 shares 
were transferred to your name? A.— 
Yes. 

Q.—Now was that intention more 
than in your mind, was it an jinten- 
tion that was expressed by the parties? 
A.—Yes. ; 

Q.—What was said about that? A.— 
That it was just a temporary accom- 
modation for a few days; they intend- 
ed paying the loan off. 

Q.—Who said that? Was this Mac- 
Kenzie or Mann that you were dealing 
with? A.—Well I can scarcely remem- 
ber now. I think it was Colonel Pel- 
latt that saw. Mackenzie & Mann about 
the payment. 

Q.—About the payment for their 
4000 shares? A.—Yes. 

Q.—That is to say it was about get- 
ting the transaction completed with 
Mackenzie & Mann? A.—Yes. 

Q.—He had, with you, been discuss- 
ing with them the taking of this block 
of stock? A.—Yes. 

Q.—And it had been decided on a 
sa or two before you say? A.— 
Tes. 


Q.—And then in the beginning of 
December he went to Mackenzie & 
Mann to get them to complete it? 
A.—Yes. 


Q.—There was nothing you have told 
us in the books at that time that was 
irregular in any way in connection 
with this Manufacturers Life stock? 
A.—None whatever. 


Q.—And why were you anxious to 
complete it before December Ist or 
during December ? A.—Oh, it just 
happened that way. They were busy 
men, difficult to get at. They had been 
talking about this stock for a long time 
and the idea was of course that they 
would give their cheque for it and it 
was only at the last moment that a 
loan was suggested. 


Q.—The idea was you say that Mac- 
kenzie & Mann would give you a 
cheque for the amount? A.—Well, 
give it to the Central Canada. 

Q.—Give it to the Central Canada 
where the stock was pledged. They 
would arrange it in some way them- 
selves? A.—Yes. 

Q.—And then at the end of the time, 
or when the time came to close it they 
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wanted some accommodation for a 
timeP A.—Yes. 

Q.—Well then any idea you got of 
a speedy payment of that loan was 
entirely from Mr. Pellatt? A.—Well 
largely. : 

Q.—Did you get it from any person 
else? A.—I think }\T } did) from Mr; 
Mann. 

Q.—What idea did you get from Mr. 
Mann? A.—That it was just a loan 
for a few weeks at the longest. 

Q.—This was December lst. <A few 
weeks would put you over the end of 
the year would it not? A.—No, the 
idea was that it would be paid off be- 
fore the end of the year. 

Q.—Then do you say that the idea 
was that it was to be paid off before 
the end of the year? A.—Yes. 

Q.—If that had not been the idea 
would you have made the loan? A.— 
I don’t think I would. 

Q.—Why? A.—Well I would not 
want to have it appearing in our books. 

Q.—Then do I understand from you 
that at the time you made the loan to 
Mackenzie & Mann sou appreciated 
that it was an improper security that 
you were lending money on? A.— 
Well I appreciated that it was security 
that did not come under the Insurance 
Act. I considered the security very 
ample, as a matter of fact the total 
security was $274,000 for a loan of 
$125,000. 

Q.—You thought that as a matter of 
judgment, if it was not for the tech- 
nicality of the Act, that it was a per- 
fectly legitimate and proper transac- 
tion? A.—That is the idea exactly. 

Q.—What you mean by that it that 
it was a perfectly safe transaction? 
A.—Yes. 

Q.—You knew though that it was 
not a transaction that would pass the 
Department at Ottawa if discovered ? 
A.—Yes. 

Q.—<And for that reason you say that 

you intended that it was your under- 
standing that it would be a temporary 
matter until it could be otherwise 
arranged by Mackenzie & Mann? A.— 
Yes. 
’ Q.—Then was there any correspond- 
ence between you and Mackenzie & 
Mann referring to that phase of it that 
it was to be a short loan, a temporary 
matter and must be lifted at once? 
A.—No correspondence just verbal. 


Q.—You would have correspondence 
would you not if a serious thing like 
that had happened, that they got a 
loan for a few days, two or three weeks 
at the outside and did not take care of 
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it at the end of that time? A.—No, 
not necessarily. 

Q.—It went on during the whole of 
1903 and down to the time that the 
Department insisted on it being put 
rightP A.— Yes. 

Q.—And during the whole of that 
time you say there is no letter or any 
communication in writing that passed 
between you and Mackenzie & Mann 
in which you complained of their not 
having carried out their arrangement 
with you? A.—wNo, I believe there is 
none. 

Q.—Can you say, if there is no writ- 
ten demand on them to carry out the 
arrangement or any complaint in writ- 
ing, was there any complaint ver- 
bally? A.—Oh, no peremptory com- 
plaint; just an intimation from time 
to time that it would be well to sub- 
stitute other securities or repay the 
loan entirely. 

Q.—A sort of little friendy chat? 
A.—Well, you can put it that way. 

Q.—Is that as strong as you ever 
put it to them? A.—Well, no, not 
exactly. 

Q.—Then let us have it exactly. 
What would you say to them? A.— 
Well, they are very difficult men to 
see to begin with and it was Mr. 
Lukes I generally saw in connection 
with the matter. I intimated to him 
pretty strongly several times that it 
would be well to get this loan paid up, 
although the security was very ample, 
still they were securities that were not 
under the Insurance Act. 

Q.—You say that from time to time 
vou saw Mr. Lukes. Who was he? 
A.—He is one of the financial men in 
the Mackenzie & Mann Company. 

Q.—Connected with the Canadian 
Northern Railway is he not? A.— 
Yes. 

Q.—You saw him and because you 
say you could not see Mackenzie & 
Mann? A.—Well it was often difficult 
to see them, they were out of town so 
much. 

Q.—Mackenzie was a very regular 
attendant at your Board meetings? 
A.—Mr. Mann. 


MR. McLAUGHLIN: Mackenzie 
was never there yet. 


MR. TILLEY: You saw him there? 
A.—Yes, occasionally. 

Q.—Now which is it, occasionally, or 
as you put it before, frequently. A.— 
Well it was Mr. Hanna I said was a 
very regular attendant. 

Q.—I remember you did mention Mr. 
Hanna in that way; probably you 
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were not quite so positive about Mr. 
Mann, but I certainly got the impres- 
sion that Mr. Mann was a pretty good 
director too. Wasn’t that right? A. 
—Well, he is not as regular in his at- 
tendance as Mr. Hanna. 

Q.—But at any rate you saw him 
there. Did you ever mention it to 
him at any Board meeting? A.— 
Yes, I think I have. In fact I can 
say I have. 

Q.—Bring it up in the open meeting 
of the Board? A.—No, just to Mr. 
Mann. 

Q.—Did the other members of the 
Board of Directors know that this was 
an unauthorized security? |§A.—Oh, 
I think so. 

Q.—Was that feature of the transac- 
tion discussed? A.—yYes I think it 
was. 

Q.—Many times? A.—No, not many 
times. 

Q.—But it was discussed you say 
with the Directors before the Insur- 
ance Department found any fault with 
itp) Aj és: 

Q.—And was a matter then in the 
Company of common _ knowledge 
amongst the persons who were in the 
control and management of the Com- 
pany? A.—I think so. 

Q.—And nothing was ever done by 
the Directors, nothing put on the re- 
cord to show their disapproval of it? 
A.—No, I think not. 

Q.—Was there any Director that you 
know of that ever spoke to Mackenzie 
& Mann, other than yourself? A.— 
Not that I know of. 

Q.—It was entirely left for you to 
attend to and you say that there was 
nothing in connection with the affairs 
of your Company that made it impor- 
tant that this transaction with Mack- 
enzie & Mann when it was first put 
through should be put through during 
that December of 1901 rather than left 
until the next year or whenever thev 
were ready to take it up? A.—No, 
nothing. 

Q.—Was it a personal matter in any 
way between you and the Central Can- 
Sar nee Ns 

Q.—Were the Central Canada requir- 
ing that loan to be taken up? A.— 
No. 

Q.—Were you liable to the Central 
Canada directly I mean? A.—Not 
directly. 

Q.—You had guaranteed Messrs. Me- 
Cuaig & Strachan? A.—Yes. 

Q.—To assume their obligations, but 
you have never given any direct con- 
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tract to the Central Canada to pay the 
loan? A.—No. 

Q.—Then were McCuaig & Strachan 
or Mr. Cox or any person being pressed 
in connection with that loan that you 
had guaranteed? A.—wNo. 

Q.—There was no pressure you say 
from any source? A.—None. 

Q.—To’' make it important, either 
from your standpoint personally or 
from the standpoint of the Manufac- 
turers Life Insurance Company or any 
of its Directors, that that transaction 
should be put through as of December 
lst in the way that it was? A.—None. 

Q.—Then going on with these securi- 
ties, I see that these securities that 
were put in on March 38rd, 1904, in- 
stead of the securities that had been 
released, the bonds of the Inverness 
Railway & Coal Company, were as fol- 
lows: 1,600 shares of the Canadian 
Lake & Ocean Navigation Company 
common stock; par value $100 per 
share; loan price entered as $33 1/3 
per share, making $53,333. 1,650 
shares of the Imperial Rolling Stock 
Company, common stock of the par 
value of $100, loan price being entered 
as $383 1/3 per share, making a total 
of $55,000. 8,566 shares of the Van- 
couver Gas Company common stock of 
the par value of $20 per share; loan 
price $3.52; making $50,152. That 
cannot be right can it? This item of 
$50,152 opposite the Vancouver Gas 
Company stock as being the total loan 
price of it is just twice too much, it 
should be half that which would make 
it $26,076. You say then that there 
was no arbitrary loan price fixed on 
these stocks, that was a way in which 
the total loan was divided amongst the 
different securities, is that right? A. 
—Yes, we valued the whole securities 
at that time at about $384,000. 

Q.—What are you referring to as the 
whole securities? The Canadian Lake 
& Ocean Stock, the Imperial Rolling 
stock and ‘the Vancouver Gas stock? 
Or those stocks including the Manufac- 
turers Life stock? A.—Including the 
Manufacturers Life stock. 

).— What value did you put on the 
Manufacturers Life in reaching that 


amount? A.—$45 a share. 
Q.—It was 20 per cent. paid stock? 


Q.—The purchasers having paid 
about $46 per share under this series 
of transactions you have spoken of? 
A.—Yes. 

Q.—That would make a total of how 
much at $45 a share? A.—$180,000. 
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Q.—$180,000 for Manufacturers Life 
stock. Then the balance of these three 
stocks, what value did you put on. 
those? A.—$203,896. 

Q.—You are saying that is the mar- 
ket value? <A.—yYes. 

Q.—Where do you get those market 
values from? A.—From inquiry at 
the time in various places, from bro- 
kers and others. 

Q.—What you produce is a memo. 
that has been prepared relating to this. 
transaction and in the margin of it you 
have shown what you considered the 
market 'value of those stocks was at the 
timeP A.—Yes. 

Q.—And for the Canadian Lake & 
Ocean Navigation Company stock, you 
have put that down at 50, making 
$80,000?  A.—Yes. 

Q.—You are putting that in as be- 
ing worth $50 per share at that time? 
A.—Yes, that was considered a very 
conservative valuation at the time. 

Q.—We will come to that later. Then 
the Imperial Rolling stock you have 
put in at $50 as well, making $82,500,. 
is that: righi?. 7AVer: 

Q.—Then the Vancouver Gas Com- 
pany stock you have put in at $6 per 
share, making $41,396? A.—Yes. 

Q.—Then the total of these market 
values of the three securities that you 
pot at that time would be $203,896 
computed in that way? A.—Yes. 


Q.—It is pointed out that the $41.- 
396 is multiplied incorrectly; it should 
be $51,396. Isthat right? A.—Yes. 


Q.—$51,896 is right. That would 
make the total of those securities? A. 
—$10,000 more. 

(.).—$213,896.—That is right. Now 
where did you get these figures from 
that are put here in lead-pencil on this 
memorandum P This memorandum 
has just been prepared yesterday or to- 
day? A.—Yes, but it was prepared 
from facts that were ascertained at 
the time. 


Q.—Where were those facts put on 
record. The only facts put on recor! 
in this ledger do not agree with that. 
The figures that I gave as the loan 
price are not at all what you computed 
the market value of the stock to be, 
but that only shows an arbitrary divi- 
sion of the loan you were making as 
against these securities? A.—Yes. 


Q.—That seems to be very plain. 
Then where did you record this mar- 
ket value. where did you make any re- 
ference of it so that you have got it 
again to-day? A.—I think it will ap- 
pear in correspondence in the office. 
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Q.—What correspondence? © A.— 
Correspondence with the Department 
at Ottawa, the Insurance Department. 

Q.—Is there any other correspon- 
dence that relates to this matter that 
is not shown in that correspondence 
with the Department at Ottawa? A. 
—No, I think our inquiries were most- 
ly verbal, from brokers. 

Q.—Did you make inquiries your- 
self? A.—I did. 

Q.—And these are the result of your 
inquiries? A.—Yes. 

Q.—From brokers and others? A. 
—Yes. 

Q.—And the facts relating to that 
may be in this correspondence you say, 
if it is not there you don’t know where 
it isP A.—No. 

Q.—Who got this up then this morn- 
ing, who put down these figures? A. 
—Mr. Franks. 

Q.—Then would you just ascertain 
from Mr. Franks where he got these 
figures. Mr. Franks says it is in the 
correspondence with the Department, 
and whatever is shown there? A.— 
Is the result of my inquiries. That 
will be the letter. 

Q.—A letter written by you to Mr. 
Tees on March 2nd, 1904? A.— 

es. 

Q.—Other than what you said in 
that letter you made no record of the 
market value, that is what I want to 
establish? A.—No. 

Q.—You did not make anything in 
your books at the office or in the re- 
cords there? A.—Not that I am 
aware of. 

Q.—I thought from something you 
said that you got it in the shape of let- 
ters from people advising you what 
these stocks were worth? A.—No, my 
inquiries were verbal. 

Q.—Don’t you in your security 
register, if that 1s what you call this 
book, or whatever book is called your 
security register, don’t you show the 
market value of stocks? A.—No. 

Q.—You do in the Government 
return that you make? A.—Yes. 

Q.—Then don’t you keep any record 
in the security register or any place 
in you books so that you can compile 
that annual return from it? A.— 
Generally most of the things are 
listed. 

Q.—So that when you make your 
annual return at the end of the year, 
when you have it ready to swear to 
it, you would have to take the value 
at that time? A.—Yes. 


Q.—And it would not be any use 
to you to keep the value at the time 
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it comes inP A.—No, it was always 


. fluctuating. 


Q.—You do not as a matter of fact 
make a record of the market value of 
a security at the time you receive it 
and put it in your books? A.—No. 
_ Q.—You divide every group of secur- 
ities you get to hold in respect of any 
particular loan—you apportion that, 
do you, to the loan? A.—Yes. 

Q.—As you think a fair ratio 
between the different securities you 
receive? A.—Yes. 

Q.—Then on May 4th apparently 
8,566 shares of Vancouver Gas Com- 
pany common stock that you received 
on March 3rd of the same year were 
delivered by you? A.—yYes. 

Q.—And in substitution therefor 
you received on the same day 1,500 
shares of the Canadian Lake & Ocean 
Navigation Company common. stock 
valued at 334 for the purpose of our 
loan? A.—Yes. ! 

‘Q.—And put in there at $50,000. 
You had to apportion practically 
$50,000 against this Canadian Lake 
& Ocean Navigation Company stock? 
A.—Yes. 

Q.—In lieu of the $50,000 you had 
apportioned’ before against the Van- 
couver Gas Company’s stock? A.— 
Yes. 

Q.—That is all those figures mean. 
That is the whole loan was 130 to 
140,000 dollars with interest at that 
time and you had these three secur- 
ities and you put one-third roughly 
opposite each security as being the 
amount of the loan applicable to that 
security? “Aj-Yeéss 

Q:—That is’ just an) arbitrary 
amount put in yourself and has noth- 
ing to do with? A.—With the market 
value of these securities. 

Q.—Except that you would _ pro- 
bably apportion that having regard to 
the market value? A.—Somewhat, 
yes. 


Q.—You would have regard to the 
market value when making the appor- 
tionment; that is to say if you had 
$100.000 of security and you had only 
loaned a man $1,000 on that security, 
the loan price here would be $1,000 
on that security whether it was worth 
$100,000 or not? A.—That is the 
idea exactly. 

Q.—Then just to conclude this. 
In lieu of that Vancouver stock you 
got some more Canadian Lake & 
Ocean Navigation Company stock? 
A.— Yes. 

Q.—And in December, 1905, so far 
as this record goes the transact ox 
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seems to have been closed out, and on 
December 30th, being the date when 
according to the financial statement 
on the other side of the page the loan 
was paid off and interest and princi- 
pal all repaid, you delivered up to 
Mackenzie & Mann all the securities 
that you then held? A.—Yes. 

Q.—Consisting of the 3,100 Navi- 
gation Company stock, 1,050 Imperial 
Rolling stock and 4,000 Manufactur- 
ers’ Life stock? A.—Yes. 

Q.—That transfer of the Manufac- 
turers’ Life stock having of necessity 
you say, or in order to keep your 
books uniform, the transfer being 
dated December 16th, because the 
books were supposed to be closed from 
December 16th? . A.—Yes. 

(Adjourned to 2.30 p.m.) 


———__ 


AFTERNOON SESSION. 


Resumed at 2 p.m., April 26th, 1906. 

Examination of Mr. Junkin contin- 
ued. @ 

MR. TILLEY: Did you get the in- 
formation that we were asking for this 
morning about the transactions show- 
ing the payment up of that loan to 
Mackenzie & Mann? A.—Yes, they 
are bringing those up. They are not 
here yet. This file is the inquiries— 
I said this morning that I was not 
sure whether the inquiries were verbal 
or whether we had any written re- 
cords. These are the written re- 
cords of the inquiries made at the time 
regarding these securities, and show- 
ing the nature and assets and liabili- 
ties of each company, and so on. 

Q.—Were those supplied at the 
time? A.—The information was sup- 
plied us at the time, the documents 
themselves a few days afterwards, just 
so that we could have them officially 
on file, but we had the information in 
our possession, the documents were 
shown to me before the loan was made. 

Q.—These letters were furnished to 
you by Messrs. Mackenzie & Mann & 
Co., Limited, on May 30th, 1904? 
A.—Yes. 

Mr. Tilley put in as_ exhibit 57, 
agreement between Mr. Gooderham 
and Mr. Cox, dated 1st December, 
1898. 

MR. McLAUGHLIN: That is not 
put in by Mr. Junkin. 

MR. TILLEY: No; it is produced 
on behalf of Mr. Cox. Q.—It is said, 
and I put it down here so that if it 
be afterwards verified to be so, there 
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need be no need of mentioning it 
again, but this is subject to verifica- 
tion, that the transaction between Mr. 
Cox and Mr. McCuaig and Strachan 
was completed on the 20th July, 1900, 
would that date accord with your re- 
collection, that would make it six 
months before the Ist January that 
we thought it might be this morning 
from the letter that was written? A.— 
I was looking that up since; it was 
sometime in July, I thought I had it 
the 26th July. ‘ 

Q.—I am told it was 20th July, and 
that is within a week of the time you 
would fix if you were fixing it your- 
selfP A.—Yes. 

Q.—So that the reference in the 
letter as of the lst January, that 
would only refer to the last time when 
the accounts had been probably tot- 
alled or interest computed and so on? 
A.—Yes, sir. 

MR. TILLEY: In order to com- 
plete the record of the exhibits, the 
next exhibit will be an extract which 
we will have made from the minute 
book that I read from yesterday that 
I notice the notes of evidence did not 
report, of the minutes read. (Extract 
from minute book to be filed at ex- 
hibit 58.) Then I put in the three let- 
ters I read this morning passing be- 
tween Mr. Junkin and Messrs. Mc- 
Cuaig and Strachan in April and May. 
(Marked as exhibit 59.) 


MR. McLAUGHLIN: We have 
made a search and we have this letter 
and those telegrams. 


MR. TILLEY: Do this letter and 
these telegrams complete the corres- 
pondence you had with them about 
that matter? A.—The correspond- 
ence you asked for this morning. 

Q.—The first is a letter of May Ist, 
1901, that is the same date as the last 
of the letters I read this morning, a 
letter from J. F. Junkin to Clarence 
J. McCuaig, Montreal, ‘‘I hereby 
agree to purchase from you, etc.’’ 
(Reads.) That would be, then, the 
block of stock you were referring to 
this morning as taken over from Mr. 
McCuaig in addition to what this 
agreement of Ist May called for? A.— 


es. 

Mr. Tilley filed the following tele- 
grams produced by Mr. McLaughlin, 
which together with letter of May 1st, 
1901, above referred to, were made a 
part of exhibit 59: 

Copy of telegram, Mr. Junkin to 
McCuaig, dated May 8rd, 1901. ‘Will 
$29,000, etc.”? 
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Telegram, May 3rd, 1901, Mr. Mc- 
Cuaig to Mr. Junkin, It will be sat- 
isfactory if you pay, ete.” 

Telegram, 29th April, 1901, Mr. Mc- 
Cuaig to Mr. Junkin, ‘‘Strachan not 
entirely satisfied with terms, etc.’’ 

Telegram, 26th April, 1901, McCuaig 
to Junkin, ‘‘Have been unable to see 
Strachan.”’ 

Telegram, McCuaig to Junkin, April 
26th, 1901, ‘‘Will be there to-morrow, 
unless, etc.’’ 

Telegram, J. F. Junkin to C. J. 
McCuaig, April 26th, 1901, ‘‘I can ar- 
range to-morrow, etc.’’ 

Q.—So that those telegrams were 
messages that passed before the ar- 
rangement was completed as set out in 
the letters of May Ist? A.—yYes. 

Q.—And apparently you had an op- 
tion on the stock at that time? A.— 
nee after paying that thousand dol- 
ars. 

Q.—You paid the thousand dollars, 
thereby obtained the option, and then 
the telegrams were passed which fin- 
ally ended in the transaction of May 
Ist? A.—Yes. I might just at this 
point endeavor to clear up a point that 
may be in doubt, that is if I conveyed 
the impression yesterday in any way 
that the voting power in either of the 
old companies of the policy holders was 
greater than in the new I want to set 
that right. I did not intend to con- 
vey such an impression. 

Q.—Convey what? A.—That the 
voting power in the new Manufactur- 
ers’ Life of the policy holders is any 
less than it was in the old Manufactur- 
ers’ Life or in the Temperance and 
General. I had no intention of giving 
such impression, and the Charters do 
not bear it out. The Charters show 
clearly that the voting power was the 
same in the new company as in the 
old company. ‘ 

Q.—In what respect do you think 
you had made any mistake in regard 
to that? A.—In reading the press; 
some of the press has it differently. 

Q.—You say it might be open to. the 
construction that you said that the 
rights of policy holders both in the 
new company were less than the rights 
they had in the old company? A.—If 
that impression were conveyed in any 
way it was not the impression I in- 
tended to convey; the voting power 
was the same. 

Q.—Was there anything else? A.— 
Yes; in refreshing my memory since I 
went to the office at one o’clock my 
recollection is now that Messrs. Mac- 
kenzie & Mann gave me to under- 
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stand somewhere about a year in ad- 
vance that they were going to take a 
considerable block of the stock, that 
is in advance of December, 1902. 

Q.—And then you carried forward 
the understanding that you had sev- 
eral months instead of making it with- 
in a month or two you say some time 
during that year, that is practically 
what that amounts to? A.—yYes. 

Q.—In 1901, do you say that 
might A.—It might possibly have 
been the latter part of 1901 or early 
in 1902. 

edi that all? A.—yYes, that is 
all. 

Q.—You produce a copy of letter 
from yourself to Messrs. Mackenzie, 
Mann & Company, Limited, May 30th, 
1904; I will read the letter from Mac- 
kenzie, Mann & Cumpany to you of 
May 28rd, 1904, first. (Reads.) ‘‘In 
compliance with request of your let- 
ter,’ etc. With that statement is in- 
cluded the balance sheet of the Im- 
perial Rolling Stock Company, Lim- 
ited, showing their liabilities and their 
assets of December 3lst,. 1903; also a 
balance sheet of the Canadian Lake & 
Ocean Navigation Company, Limited, 
showing their assets and liabilities as 
of February 29th, 1904; also a state- 
ment of the Canadian Lake & Ocean 
Navigation Company, Limited, an- 
nexed, showing their profit and loss 
account, and their operating 
account, all at the same date, Febru- 
ary 29th, 1904; and then the Revenue 
account of the same company from 
September 5th, 1902, to February 29th, 
1904. You acknowledge that letter by 
yours of May 30th, 1904, to Macken- 
zie, Mann Company, Limited (Reads 
letter.) 

Correspondence with Mackenzie- 
Mann Company and statements re- 
ferred to filed as Exhibit 60. 

Q.—Here is a bundle of papers re- 
lating to the Mackenzie & Mann loan; 
here is a memo., is that in your hand- 
writing? A.—Yes. 

Q —‘‘Write cheques for dividends on 
4,00C shares of Manufacturers stock, 
J F. J., in trust as follows: (Reads 
memcrandum): when would that 
memo. be made? A.—That would be 
at the end of the year. 

Q.—Which year. A.—I could not 
say. 

Q.—That would be this year, would 
it not, $104.60? A.—Yes. 

Q.—That is the end of the year 
1902? A.—Yes. 


Q.—And that $419.95, where does 
that come from? A.—It is part of a 
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cheque. That came out of this cheque 
of $125,195.55. 

Q.—That is, you received a cheque 
for $127,580.05 for principal, and then 
you received this interest, that is to 
say, there was $128,000, which would 
just cover both items, $419.95, and 
$127,580.05? A.—Yes. 

Q.—What does this mean; here is 
a cheque for $128,000 on the copy of 
the deposit slip for December 26th, 
1902, which is the date this payment 
is credited in the books, $128,000; 
does that mean that is the cheque that 
represents that principal and interest 
paid that day? A.—yYes, it was de- 
posited in our bank. | 

Q.—Why is it marked ‘‘Pellatt?’’ 
A.—The cheque came from Pellatt on 
account of Mackenzie & Mann ac- 
count. 

Q.—Sent to you from Pellatt? A.— 
Yes, acting as their brokers. 

Q.—You say that, do you, because 
the name Pellatt is here? A.—Yes, 
sir. 

Q.—You remember that is so? A.— 
Yes, my recollection is to that effect. 

Q.—You did not remember that this 
morning? A.—No. 

Q.—Would that be accompanied by 
any letter? A.—No, I scarcely think 
80. 


Q.—Can you now tell me anything 
more about that transaction at the 
end of the year 1902 than you did this 
morning? A.—No more than that, 
that we received the cheque through 
Pellatt, I have not had time to go 
into the matter during the short in- 
terval. 


Q.—Did you check over he account 
to see how the interest was carried 
forward, whether you charged interest 
during the time from December 26th 
to January 8th of that year? A.— 
No, I have not; the interest was not 
charged during the interval that the 
loan was off the book. 


Q.—That is what you are informed 
from some one? A.—From Mr. 
Franks. 


Q.—I would like to see the state- 
ment? A.—My attention was divided, 
I was looking up another matter. ) 

Q.—Did you get it in the same way 
for December 28th, 1903, to January 
5th, 1904—Mr. Franks says that was 
not copied in the statement book, do 
you know why that was? A.—No, I 
do not. 


Q.—This memo. that was made in 
your handwritine would he made De- 
cember 26th, would it. about? A.— 
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Yes, that was just to balance up the 
interest, that was why the cheque was 
divided into two parts. 

Q.—One cheque was to be made for 
$104.60, and the other was to be made 
out for the balance? A.—Yes. 

Q.—And the $104.60 was to be cred- 
ited on this account, was that an item 
that Pellatt & Pellatt had paid to close 
up that account? A.—They had paid 
the cheque for an even amount which 
was a little more than the amount re- 
quired. 

Q.—That $128,000 was just $104.60 
short of the interest, was it not? A. 
<—Yes. 

Q.—At the end of the year there 
was still $104.60 owing on that in- 
debtedness for interest? A.—Yes, and 
we took that out of the dividend. 

Q.—The dividend cheque would be 
made out to J. F. J. in trust, would 
it not, because it stood in your name? 
A.—Yes. 

Q.—You had one of the cheques 
made for $104.60 in your name and 
the other was made out for the bal- 
ance in your name? A.—Yes. 

Q.—It says here: ‘‘Colonel Pellatt 
will give in cheque for $104.60 on 31st, 
balance of interest on MacKenzie & 
Mann loan’’—that means that on the 
3lst December Pellatt was to give 


a cheque for $104.60, the balance of 


interest that was still due on that 
loan, and he was to get one of those 
cheques on account of the dividend 
when the dividend would be payable 
in January? A.—Yes. 

Q.—You were to endorse over to 
him that dividend cheque for $104.60. 
“The other chegue may be handed 
to J. F. J. to be endorsed back to 
the company on MacKenzie & Mann 
Account ;’?? where is that cheque that 
was endorsed back—? A.—What is 
the amount? 


Q.—It would be $3,200; here is one 
$104.60, and $3,095.40? A.—Yes. 


Q.—‘‘The other cheque may be 
handed to J. F. J. to be endorsed 
back to the company on MacKenzie 
& Mann’s account; where does this 
appear in MacKenzie & Mann’s ac- 
count; are there any other accounts 
of MacKenzie & Mann that were cur- 
rent then and are closed now? A.— 
No. When we took up the loan it 
was less than it was before; they had 
evidently applied this cheque on re- 
ducing the amount. 


Q.—What you say is the balance 
of the cheque was probably endorsed 
by you, sent to Pellatt & Pellatt and 
credited by Pellatt & Pellatt on that 
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$128,000 that was sent to vou. by 
cheque so that when you took the 
loan on again it was for a_ less 
amount? A.—Yes. 

Q.—You think the amount of that 
second cheque on account of the divi- 
dend went in reduction of the amount 
of the principal that you had to loan 
out again in January, 1903? A.— 
Yes, I am satisfied of that. 

_Q.—As a matter of fact the inten- 
tion was to reinstate the loan in 
January, 1903, and put it on the 
same footing as it would have been 
if it had always remained with you 
from 1902 on? A.—Yes 

Q.—The difference in these two 
amounts does not signify anything 
except that fwhile it was off your 
books something had been credited on 
account as received from the security 
pledged? A.—Yes. 

Q.—The next document attached is 
account of MacKenzie & Mann with 
the Manufacturers’ Life Insurance 
Company, dated 26th December, 1902, 
and it is December Ist. 1902. ‘‘To loan 
on call at 6 per cent. $127,580.25. De- 
cember 26th. interest on call loan to 
date $524.35’’—$524.55 it is in the 
account for that loan; on the 2nd 
January, 1903, ‘‘Received from 
Messrs. MacKenzie & Mann the sum 
of $3,175.40 being on account of loan 
for the Bank of Montreal, Toronto 
Branch, signed for the Manager, that 
is the receipt then for the balance 
of that dividend evidently? A.—Yes. 


Q.—And that is a receipt written 
en your receipt forms? A.—Yes. 


Q.—And written by Mr. Franks? 
A.—Yes. 

Q.—And then that indicates that 
the other cheque for that dividend, 
besides the one for $104.60, was made 
out by you probably in favor of the 
Bank of Montreal, made to J. F. 
Junkin in trust, and then it would 
be endorsed either in blank or to the 
‘Bank of Montreal, and was taken by 
you apparently down to the Bank of 
Montreal and paid in on. MackKen- 
zia & ‘Mann’s.loan account? A.—It 
would be taken by some one connected 
with our company. 

Q.—Yes, down to the Bank of Mon- 
treal and credited on the loan? A.— 
Yes. 

Q.—How does it come the cheque 
for that transaction was taken down 
to the Bank of Montreal—A.—It may 
have been given to Colonel Pellatt, 
as he seems to have been handling the 
matter for MacKenzie & Mann. 


Manufacturers’ Life (Junkin Ix’d.) 


Q.—It is written by you and on 
your own receipt form, so that it was 
prepared in your office. your office 
knew how the transaction was going 
to be carried through, you knew what 
was going to be done with the cheque? 
A.—Yes. 

Q.—How did it come that the 
cheque whereby that loan was paid 
up or the entries were made to show 
it was paid up, how is it that that 
cheque— 


MR. McLAUGHLIN: Mr. Junkin 
does not know personally about that. 
Mr. Franks handled that matter him- 
self, 


MR. TILLEY: Do you mean to say 
you would rather have Mr. Franks 
tell about it than Mr. Junkin? 

MR. McLAUGHLIN: Mr. Franks 
knows about it. 


MR TELOURY =. 0.2 Howl, doesiis1t 
come, Mf. Junkin, that that interest 
or that payment on account of loan 
was credited down in the Bank of 
Montreal apparently through your 
office when the cheque which was cre- 
dited in your books came from Mr. 
Pellatt? A.—I don’t know. 

Q.—Apparently this was a MacKen- 
zie & Mann loan with the Bank of 
Montreal? A.—It would seem so. 

Q.—Had you an account at the Bank 
of Montreal? 

MR. McLAUGHLIN: Mr. Junkin 
can only say it seems so or he sup- 
poses so. 

MR. TILLEY: Mr. Franks has been 
telling him anything that occurred to 
him might be wrong. 

A.—As a matter of fact I do not 
know the particulars of the matter. 

MR. SHEPLEY: There is not any 
objection to Mr. Tilley going on and 
asking the witness; if the witness does 
not know anything he can say so. 

JUDGE MacTAVISH: A.—Yes, and 
then get the information from some 
officer that does know. 

MR; TILLEY: Q.—What do you 
say about this, do you know anything 
about it? A.—From the entries here 
I would suppose that the loan was 
taken up by Colonel Pellatt for Mac- 
Kenzie & Mann; with regard to these 
dividend cheques I do not. 

Q.—Had the Manufacturers’ Life 
Insurance Company any bank account 
with the Bank of Montreal at that 
time? —A.—WNo. 

Q.—Had you any dealing with the 
Bank of Montreal personally at that 
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time about this matter in any shape or 
form? A.—wNo. 

Q.—You are positive about that? 
A.—Yes. 

Q.—That any arrangement that was 

made with the Bank of Montreal to 
carry that for the time, that you 
wanted it off your books, any such ar- 
rangement was not made by you? A. 
No. 
Q.—The next is receipt May 4th, 
signed by MacKenzie, Mann & Com- 
pany, received 200 coupons for $1,250 
each, etc. (Reads)—what does that 
mean? A.—That would be the inter- 
est coupons. | 

Q.—You handed them out to Mac- 
Kenzie & Mann for them to cash? 
A.—Yes. 

Q.—Are they credited in your books, 
or did they just pay the interest on 
the loan? A.—They paid the interest 
on the loan and they took the cou- 
pons. 

Q.—You gave them the coupons and 
they paid the interest? A.—yYes. 

Q.—A letter from you to MacKen- 
zie & Mann of January 13th, 1903; 
re loan: ‘‘T enclose a statement,’’ etc. 
(Reads)—that appears to be a letter 
from you to MacKenzie & Mann in 
which you were advising them of the 
amount that was necessary to rein- 
state that loan on your books? A.— 
Yes. 

Q.—And the difference between the 
two amounts was, as you have said, 
the payment of interest? A.—yYes. 

Q.—Did you get a new hypotheca- 
tion at that time? A.—yYes. 

Q.—Where is it? A.—It would be 
returned to them after the loan was 
paid off. 

Q.—Do you return your letters of 
hypothecation? A.—Yes, when they 
are asked for. 


Q.—Were they asked for in their 
case? A.—They are generally asked for 
in every case by brokers and others 
who have call loans. 


Q.—Because I see there is one let- 
ter of hypothecation here, but not 
with reference to that? A.—It is 
practically the same thing as a pro- 
missory note, and when a man pays 
his note he expects to get it back. 

Q:.—Is not that the .form here, 
March 38rd, 1904, that was when it 
was re-arranged? A.—Yes, that would 
be another one. 


Q.—You still have this one, and it 
is paid off? A.—Yes, it is evidently 
an oversight on their part not asking 
for it. Mr. Franks says it was an 
oversight on his part not giving it 
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back, that they did as a matter of fact 
ask for it. 

Q.—Receipt October 30th, for fur- 
ther coupons; I suppose that would be 
just in the same way? A.—Yes. 

Q.—March 8rd, 1904, ‘‘Received 
from the Manufacturers’ Life Insur- 
ance Company 230 bonds of Inverness 
Railway,’ etc. (Reads)—that refers 
to the receipt back of the Inverness 
bonds for which something else was 
substituted? A.—Yes. 

Q.—William Fitzgerald, here is a 
copy of a letter, February 26th, 1904, 
“Your esteemed favor of 25th inst.,’’ 
etc. (Reads). Then letter of March 
llth from you to the Superintendent 
of Insurance, ‘SI am now informed 
this company was incorporated under 
special Acts,’ etc. These are letters 
then that were written by you to the 
Superintendent of Insurance after 
the Superintendent of Insurance had 
made the inspection at the end of the 
year, 1903, and discovered this pay- 
ment off of the loan at the end of 1903, 
and the granting of a new loan at the 
beginning of 1904? A.—Yes, and ask- 
ing for other securities, or else that 
the loan he paid off. 

Q.—March 9th, 1904, ‘‘In answer to 
your request,’’ etc. (Reads.) Then 
follows the new letter of hypotheca- 
tion of March 8rd, 1904, and at that 
time the shares hypothecated with the 
company were the 1,600 shares of the 
Canadian Lake & Ocean Navigation 
Company, 1,650 of the Imperial Roll- 
ing Mill Company, 8,566 of the Van- 
couver Gas Company, and 4,000 of the 
capital stock of the Manufacturers’ 
Insurance Company, and in the mar- 
gin of that is an agreement to sub- 
stitute 1,500 of Canadian Lake & 
Ocean Navigation Company, Limited, 
stock in lieu of the Vancouver Gas 
Company stock, which you afterwards 
obtained the release of; there is a 
statement of the securities and values? 
A.—With regard to those values of 
these different shares I found this this 
morning on the file— 

Q.—With regard to 
value? A.—Yes. 


This is a@ memorandum that was 
made at the time after thorough in- 
vestigation as to their market value. 

Q.—This memo in this exhibit that 
you made upon which you based your 
letter to the Department, setting out 
the values of those different stocks. 
A.—Yes. 

Q.—On May 20th, 1904, there is a 
letter from you to L. Lukes of Messrs. 
MacKenzie, Mann & Company, 


the market 
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*‘Please bear in mind,’’etc. (Reads.) 
Then letter to MacKenzie, Mann & 
Company, June 4th, re Vancouver Gas 
Company stock. (Reads.) 

Q.—Then this memo, that is a memo 
you had prepared I suppose to be 
brought before the Executive Com- 
mittee? A.—Yes. 

Q.—And it is stamped Approved by 
the Executive? A.—Yes. 

Q.—For that transfer from the Van- 
couver Gas Company to the Canadian 
Lake & Ocean Navigation Company? 
A.—Yes. 

Q.—July 22nd, leter from you to 
Mackenzie & Mann re eall loan. 
(Reads). Letter 24th November to 
Mackenzie & Mann, ‘‘We have to noti- 
fy you that your loan on call,’’ etc. 
(Reads). That was in accordance 
with the company’s general practice, 
whenever we reduced the rate of inter- 
est on one call loan, following the 
banks we reduced it on all call loans; 
whenever we raised the rate we raised 
it on all, so that Mackenzie & Mann 
always paid the same rate of interest 
that we were getting from brokers or 


any one else that had call loans with ' 


the company. 

Q.—At the date of that letter there 
was some different rate of interest you 
were charging, either lowering the rate 
or increasing it? A.—It was an in- 
crease from 5 to 54 per cent. 

Q.—So that this was just one of sev- 
eral letters you were sending out to 
people who had call loans with you? 
A.—Yes. 

Q.—Letter Mackenzie & Mann to 
you, November 30th, (Reads); letter 
December Ist, 1905, to Mackenzie & 
Mann, re loan on collateral, etc. 
(Reads). A.—Correspondence with 
Mackenzie & Mann just referred to 
filed as Exhibit 61. 

Q.—You were going to verify the 
date when you got the securities under 
that loan; you remember it is said here 
‘Received January 12th, 1902, bonds 
of the Iverness Railway & Coal Com- 
pany’’—did you check that to see when 
you first had those hypothecated to 
you? A.—No, I have had no oppor- 
tunity of doing so. 

Q.—You have a note of that to. fol- 
low that up? A.—yYes. 

Q.—You were going to say whether 
you retained those bonds over the year; 
you have not looked that up yet? A. 
—No. 


Q.—In fact you have given us all the 
information you have been able to ac- 
quire since you were here this morn- 
ing? <A.—Yes. 
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Q.—That paying off of the loan in 
December, 1903, and issuing the money 
again to Mackenzie & Mann in 1904 
came to the notice of the Insurance 
Department? A.—yYes. 

Q.—In the previous year the same 
transaction had taken place, but so 
far as appears there, was no notice 
brought to the attention of the De- 
partment about that? A.—No. 


Q.—That would and did come to the 
knowledge of the Department appar- 
ently by reason of the Department no- 
ticing the payment out of money in the 
month of January? A.—Yes. 

Q.—What other transactions had 
you at the same time that was involved 
in that payment out of money in the 
month of January in respect of the De- 
cember receipts? A.—I could not say 
without referring to the books. 

Q.—Have you got the book here? 
A.—No, the cash book showing that is 
not here. 

().—Let us see the Dominion Coal ac- 
count and the Crows’ Nest Coal ac- 
count; Mr. Blackadar in his report 
which has been put already (Report 
dated February 24th, 1904) puts in this 
way: ‘‘Prior to the 28th December, 
1903,’? etc. (Reads)—the first of those 
call loans is the one we have been deal- 
ing with? A.—Yes. 

Q.—And the second one? 
Mr. Mackenzie’s. 

Q.—What did that transaction arise 
out of; I see the account is headed 
‘‘William Mackenzie per Pellatt & Pel- 
latt,’’ what does that mean, per Pel- 
latt & Pellatt? A.—They were acting 
as his brokers in the matter. 

 —Did you negotiate then with Pel- 
latt & Pellatt or with Mackenzie? A. 
—With Pellatt & Pellatt for Mr. Mac- 
kenzie. 

Q.—What was the transaction that 
took place, I see April 29th, 1903, you 
made a loan of $11,000 through Pellatt 
& Pellatt acting for William Macken- 
zie? A.—Yes. 

Q.—And certain securities were then 
hypothecated with you consisting of 30 
bonds of the Inverness Railway & Coal 
Company of the par value of $500 
each, making $11,000P A.—No, mak- 
ing $15,000 par value. 

Q.—But the loan price was $11,000, 
which would be at the rate of about 73 
1/3? A.—Yes; the market as was ex- 
plained in one of those documents you 
read being 96. 


Q.—I thought said 90? A.—TI said 
this morning 90, but I see from the 
written memorandum made at _ the 
time that it was 96. 


A.—lIs 
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Q.—I see that call loan was author- 
ized by a minute in the minutes of the 
Executive Committee held on May 4th, 
1903, at page 237, as follows: ‘‘A call 
loan to William Mackenzie per Pellatt 
& Pellatt of $11,000, on 30 bonds, $500 
each, of Inverness Railway & Coal 
Company was approved?’ <A.—Yes. 

Q.—At that meeting there were pre- 
sent Lieutenant-Colonel Pellatt, Lloyd 
Harris, and others? A.—Yes. 

Q.—That call loan was negotiated 
through Colonel Pellatt? A.—Yes. 

Q.—Were those securities authorized 
by the Act, the Inverness Railway & 
Coal bonds? A.—No, technically not; 
we could loan on railway bonds if the 
railway paid dividends for the last two 
years. The Inverness Railway, al- 
though a strong corporation, had not 
been paying dividends. 

Q.—So that this was a loan to Mac- 
kenzie & Mann of $11,000 through Pel- 
latt & Pellatt on an unauthorized se- 
curity? | A.—Yes. 

Q.—That was in April, 19083? A.— 
At that time we were not paying much 
attention to the technical standing of 
the security as we do now, looking more 
at the value of it, if the security was 
really good and if it came technically 
within the Act. Since the Depart- 
ment began calling more attention to 
the matter we have been more parti- 
cular. 

Q.—When did the Department com- 
mence calling more attention to the 
matter? A.—I think along in 1903. 

Q.—Do you mean to say the inspec- 
tion at the end of 1903 or during 1903? 
A.—Probably during 1903. 

Q.—Had you any correspondence 
with the Department about unauthor- 
ized securities during the year 1903? 
A.—The dorrespondence has already 
appeared I think in the Ottawa evi- 
dence. 

Q.—You say there is no correspon- 
dence except what has appeared in the 
Ottawa evidence regarding unauthor- 
ized investments? A.—I think not. 

Q.—Was it present to your mind 
when this transaction went through that 
it was an unauthorized investment the 
same as this transaction with Macken- 
zie & Mann that we referred to before, 
December, 1902? A.—It probably 
was, they did not technically come 
within the Act, but as I said we were 
paying more attention to the question 
of whether the security was really good 
or not at that time. 

Q.—Of course that would be a very 
important matter whether they were 
really good, but I understood from you 
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this morning that it was present in 
your mind in December, 1902, when 
you advanced this $12,000 that that 
was not an authorized investment, and 
for that reason it was to be re-paid in 
a few days. that that was a mere tem- 
porary matter? A.—Yes, that is quite 
correct, while we were not paying as 
much attention to it then as now we 
preferred remaining within the Act as 
far as possible. 

Q.—That is a transaction you would 
not have put through with any person 
but a director, would you, a small loan 
like that of $11,000 on an unauthor- 
ized security, you were paying enough 
attention to the Act at that time for 
that? A.—If the parties covenants 
were as good as Mr. Mackenzie’s and 
the margin of security were as large 
as it is there, more than 20 per cent., 
and we were given to understand it 
would be paid off in a short time. 

Q.—You have incorporated that into 
this transaction too—were you given 
to understand that? A.—I think it 
is quite right. 

Q.—Are you talking from memory? 
A.—From memory. 

Q.—What do you say? A.—TI think 
both of these loans were considered as 
very temporary loans at the time. 

Q.—But here is one in December, 
1902, that was to be a very short mat- 
ter because it was unauthorized invest- 
ment, but you ran it along till April, 
1903, and another one occurred, so 
that you were not pressing them very 
much to get rid of this unauthorized 
investment? A.—Not pressing them 
very hard, because we considered the 
security was very large and was ample, 
I cannot say we were pressing them 
very hard. 

Q.—Do I understand you were pres- 
sing them to get rid of that or that you 
were willing to carry that along and 
take it out of the account at the end 
of the year to get it out of the way of 
the Insurance Department? A.—I 
intimated to them from time to time 
that it would be desirable to get it out 
of the way. 

Q.—Was that in the early months of 
1903 or was it during 1903 when you 
found the Department was getting a 
little more alert on this question? A. 
—It was practically from the begin- 
ning. 

Q.—And at the end of April, 1903, 
you make another unauthorized invest- 
ment to the same people? A.—Yes. 


Q.—You cannot say anything more 
about it than that? A.—No, except 
they were to be paid off soon. 
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Q.—They were getting just the 
ordinary rate of interest on that call 
loan? A.—Which was a pretty good 
one at that time. 


Q.—What rateP A.—It was 6 per 
cent. ; in all cases the rate was exactly 
what we were charging brokers, and 
the rate of interest on call loans has 
been very good for the last three or 
four years. 


Q.—The rate of interest usually 
charged is put at the head of the 
account? A.—The rate here would 
only apply to the rate at the time 
the loan was made, and then when- 
ever the rate was changed.— 

Q.—During the currency of the 
loan? A.—We changed all of the 
loans at the same time so that there 
was no necessity for making a mem- 
orandum on each loan, we always 
knew what the rate of interest was 
at any particular time on these loans, 
they were never less than 5 per cent. 
and never more than 6, they were 5 
or 53 or 6, according as the banks 
went up and down. 


Q.—You were charging Mr. Mac- 
kenzie & Mann just the same as you 
were charging outsiders? A.—Yes. 

Q.—There was no difference in your 
statement of that? A.—wNo. 

Q.—Did you lend any money to any 
other than Mackenzie & Mann on 
unauthorized securities? A.—Yes, I 
think we had a small loan on Domin- 
ion Coal. 

Q.—To whom? A.—To Frank Sand- 
erson. 

Q.—Are there any others besides 
those two? A.—None that I remem- 
ber of. 

Q.—Who was F. Sanderson? A.— 
He was the Actuary of the Canada 
Life. 

Q.—Nothing to do with Mackenzie 
& Mann? A.—Nothing whatever. 

Q.—Outside of these transactions and 
the Sanderson one do you say you had 
not loans on unauthorized invest- 
ments? A.—I have no recollection of 
doing so. 

Q.—Have you had _ unauthorized 
investments presented to you from 
time to time with a request you should 
loan on them? A.—Almost every day 
brokers call us up and ask us if we 
can loan on such-and-such a security. 

Q.—It would be & common occur- 
rence for you to have requests from 
brokers about town asking you to lend 
on certain securities or whether you 
can lend on them? A.—Yes. 

Q.—If: you can lend on them vou 
treat the transaction on its merits, 
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if you cannot your invariable practice 
except in these two cases of Mac- 
kenzie & Mann and Sanderson is to 
ae them you cannot lend on it? A. 
—Yes. 


Q.—And that is the end of it? A. 
— Yes. 


Q.—It precludes all further discus- 
sion of the matter? A.—Yes. 


Q.—How is it you treated Mac- 
kenzie & Mann any different from 
any other people? A.—That was 
about the beginning of our call loan 
experience. 


Q.—Which was, the 1902? A.—Yes, 
I think up to that date we had not 
been making much call loans to any 
one. 


Q.—Do I understand that prior to 
December, 1902, you have not done 
much business in call loans? A.—TI 
think that is right. 


Q.—After December, 1902, did you 
do a considerable business in call 
loans? A.—In the latter part of 
1903 and 1904 and 1905 we have 
loaned a good deal on call loans. 

Q.—But this one in 1902, it was 
not your first experience? A.—We 
would present you with a list. of all 
our call loans. The books are here. 
We were working on that when we 
had to come here yesterday morning. 
I think those facts are about correct, 
that it was shortly after this we 
began. The rate of interest was 
attractve on call loans, we began 
making more of them. 

Q.—You began investing consider- 
ably in that way? A.—Yes. 

Q.—These were not your first trans- 
actions by any means in call loans? 
A.—Probably not. 

Q.—And you had had to consider 
before that many times whether secur- 
ities were within the Act or not? 
A.—I would not say many times on 
call loans, because while we may have 
made a few before this I do not think 
it is likely we made many call loans 
before this date. 

Q.—In April, 1908, atthat time Mr. 
Mann, Mr. Mackenzie were both on 
the Board of Directors? A.—Yes. 

Q.—And also Mr. Pellatt who nego- 
tiated the loan? A.—Yes. 

Q.—These three men were all on the 
Board of Directors for the Company? 
A.) 8s. 

Q.—If these three men had not been 
on the Board of Directors of the Com- 
pany would that call loan for $11.,- 
000 have been made? A.—TI scarcely 
think it would. 
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Q.—I mean to say Mackenzie, Mann 
and Pellatt, Pellatt who negotiated it, 
and Mackenzie and Mann? A.—Yes. 

Q.—So that you hardly think it 
would have been made at that time 
if these men had not been on the 
Board of Directors? A.—As far as 
being satisfied with the security is 
concerned we would have been amply 
satisfied with the security from any 
borrower. — 4 

Q.—If any person had come to you 
with the same security he would have 
been told that while the security was 
ample we cannot deal with you on 
that class of security, that would 
have been his answer? A.—Unless it 
was some person who was going to 
influence business for the company or 
do the company a favor in some way. 
’Q. Without going into the Sander- 
son matter now was Mr. Sanderson 
in that classP A.—No, I cannot say 
he was. 


Q.—He was the Actuary of the Can- 
ada Life? A.—Yes. 


Q.—Dealing with this one first, you 
say then these loans were made to 
MacKenzie & Mann and no doubt 
would not have been made, I think 
it is fair to say it, if they had not 
been directors of the company and 
interested as they were in it? A.—I 
am giving it due consideration, I 
think that is perhaps putting it too 
strong; I think we might possibly 
have made the loan to any good strong 
man who had applied for it if we 
thought by making the loan we would 
secure their friendship, co-operation 
and their interest in the company. 


Q.—You think any person of the 
same financial strength would be able 
to get it on unauthorized security? 
A.—At that time, they would not to- 
day or any time within the last three 
years. 

Q.—This transaction with William 
MacKenzie per Pellatt & Pellatt, call 
loan for $11,000 seems to have been 
handled in precisely the same way 
-as the other call loans? A.—Yes. 


Q.—Let us see what that means, 
December 28th you credit to that call 
loan the $11,000 of principal that you 
had loaned on April 29th, 1903? A. 
—Yes, and for which we received a 
cheque. 


Q.—Then on January 25th you is- 
sued a cheque for $11,418.03, and took 
the loan on again? _A.—Yes. 


Q.—In the meantime some interest 
had accrued and been paid, amount- 
ing to $418.03? A.—yYes. 
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Q.—So that when you were paid in 
December you were paid the principal 
on the -28th December and you were 
paid the interest up to the 3lst De- 
cember? A.—Yes. 

Q.—And then you re-issued the loan 
as— A.—I am not sure whether that 
interest is up to the 3lst, or is 
brought up to the 28th; we were paid 
it on the 31st. 


Q.—You have nothing to show 
whether that interest was carried 
along during the time it was off your 
books or not? A.—a_ calculation 
would show, if this interest balances 
with the interest that had accrued. 

Q.—If it can be checked off I would 
like to know whether the interest was 
carried forward— 

Q.—Mr. Franks says to you, I be- 
lieve, that in this year from 1903 
to 1904 that it is quite possible that 
the interest was charged, although 
the loan was off the books of the com- 
pany, but that that was not the case 
in the interval between December 26th 
and January 8th of the previous year? 
A.—Mr. Franks is in a position to 
know because he kept the books. 

Q.—You are in a position to know 
that wasa fact in this particular case? 
A.—I believe it was as Mr. Franks 
SAYS SO. 

Q.—You know that anyway from the 
way the thing was done afterwards, 
your own securities included in with 
it, sent over to the bank, and so on, 
it must have been so? A.—Mr. Franks 
says it was not so the previous year. 

Q.—Because none of your securl- 
ties got into the transaction the pre- 
vious year, at least we have not heard 
of it? A.—No. 

Q.—March 38rd, $11,418.03, that 
shows where that account was trans- 
ferred to, and included with the old 
account to MacKenzie & Mann? A. 
—Yes, the two accounts were amalga- 
mated when the new securities were 
given. 

Q.—These two loans were then rolled 
into one, and Co., Limited, was ad- 
ded to the MacKenzie & Mann? A. 
—It is a different concern, it is a 
joint stock company. 

Q.—Does that show the time when 
the ‘And Co., Limited’? A.—The 
reference to our books, yes. 


Q.—It was then made a company 
transaction? A.—Yes. 


Q.—The letter of hypothecation is 
dated March 8rd, 1904 (Part of Ex. 
61), and that is signed by MacKenzie, 
Mann & Company, Limited, under 
the corporate seal of the Company, 
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and that shows on that date it be- 
came a Company transaction, a com- 
pany call loan? A’.--Yes: 

Q.—You say these securities were 
changed because of the objection 
raised by the Department? <A.—Yes. 

Q.—Besides these two there seems 
to have been another item included 
in the cheque when that account was 


closed out, and also when it was taken © 


on again from the bank, would you 
let me see those two, that is the Do- 
minion Coal Account and the Crows’ 
Nest stock account? A.—There is the 
Dominion Coal. 

Q.—And on the opposite page is the 
Crows’ Nest? A.—Yes. 

Q.—Taking the Crows’ Nest Coal 
account first, that would show in 
March, 1903, you had purchased this 
Crows’ Nest coal? A.—Yes. 

Q.—That was not a loan? A.—wNo. 

Q,—That was an out-and-out pur- 
chase of stock, and you bought it 
through Pellatt & Pellatt? A.—Yes, 
they were our brokers. 


Q.—On March 16th, 1903, that pur- 
chase was made, was it? A.—Yes. 

Q.—Did you pay for it at the time? 
A.—I think so. / 

Q.—$15,162.62? A.—yYes, that is 
the cash record. 

Q.—What is the entry below it, De- 
cember 28th, 1903, MacKenzie & 
Mann, $15,162.62, is that when that 
stock was taken out of your account 
at the end of the year? A.—Yes, as 


already set forth in Mr. Blackadar’s 
report. 


Q.—That is the Crows’ Nest Coal 
Mr. Blackadar refers to in his report 
to the Department of February 24th? 
A.—Yes. 


Q.—He says that 202 shares of 
Crows’ Nest Coal, that is shown here? 
Ay Yes; 


Q.—Of the par value of $25 each 
- at a cost of 3004, per $100 of stock? 
A.—Yes, making a _ total purchase 
price of $15,162.62. 

Q.—That was your absolute proper- 
ty? A.—yYes. 

Q—That was not as security hy- 


pothecated with you as against a loan? 
A.—No. 

Q.—That was your own assets, 
bought with your funds, that was paid 
for in cash when it was purchased? 
A.—Yes. — 

Q.—Then it came back to your books 
on January 25th, 1904, just in the 
same way that the Mackenzie & Mann 
call loan did? A.—Yes. 
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Q.—In the meantime no interest had 
been added, so that there is no change 
in the amount, it was still $15,162.62? 
A‘:—Yes. 

Q.—And then in March 29th, 1904, 
the account was closed out by credit 
from the Prudential Securities Com- 
pany, Limited, of $15,162.62? A.— 
Yes. 

Q.—That was an item that was en- 
tered when the Prudential Securities 
Company, Limited, which had been 
formed in the meantime took over that 
Crows’ Nest coal stock? A.—The ten 


_ directors really took it over and paid 


up the actual cash cost of the stock, 
and then it was carried by the Pru- 
dential Securities Company as a hold- 
ing company formed for that purpose. 
Q.—What was done about the inter- 
est on that account? A.—It was a 
dividend paying stock, we had received 
the dividends in the meantime, these 
are the dividends. 
Q.—$126.25 every quarter that you 
received as dividends? A.—yYes. 
Q.—And you simply credited those 
dividends—as answering the interest 
on the price of the stock? A.—yYes. 
Q.—The Dominion coal acocunt is 
on the next page; does that page show 
all your investments in Dominion coal 
from 1902 to date, where you become 
the absolute purchasers? A.—Yes. 


Q.—And it only includes such Dom- 
inion coal stock as you got as the 
owners, not such as you got as pledges? 
A.—Just what we. got as owners. 


Q.—It commences with purchase of 
Dominion coal stock in 1902 on Octo- 
ber 20th, bought through Pellatt & 
Pellatt, 25 shares apparently $23,143.- 
75? (No answer.) 


Q.—The result was without going 
into the details of that transaction, 
that on December 28th, 1903, you had 
how many? A.—1825 shares of the 
Dominion coal stock 


Q.—And that was taken out of your 
books by a cash payment made on 
December 28th of $230,903.86? A.— 
Yes. 


Q.—That being part of this same 
cheque that has been credited both in 
the McKenzie & Mann account and the 
William McKenzie account, Crows 
Nest coal account and Dominion coal? 
A.—Yes, as explained by Mr. Black- 
adar. 


Q.—Those items all added together 
make up a total of $386,443.51? A.— 
Yes. 


Q.—And that cheque was made by 
McKenzie & Mann? A.—Yes. 
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Q.—And it was deposited by you with 
your Bank—what Bank? A.—It would 
likely be the Traders. 

Q.—It was issued on what Bank? 
A.—I do not know that. 

Q.—Did you not arrange that mat- 
ter?) AL bdo notethinikk 1 did. 

Q.—At the end of the year 1902 had 
you any Dominion coal? A.—Yes. 

Q.—How much Dominion coal had 
you at the end of 1902? A 00 
shares. 

Q.—And did you carry that in your 
books over the end of the previous 
year? A.—wNo. 

Q.—How was that dealt with? A.— 
Dealt with in a similar way. 

Q.—To the way it was done at the 
end of 1903P #A.—Yes, something 
similar. It was sold to Pellatt & Pel- 
latt at the original cost. 

Q.—And was taken back again? 
A.— Yes. 

Q.—At what? A.—The same price. 

Q.—That is it was sold to Pellatt & 
Pellatt on the 31st December,- 1902, 
and was re-purchased by you, so. the 
books would indicate, on the 2nd Jan- 
uary, 1903? A.—yYes. 

Q.—That was just a mere taking it 
out of the account? A.—Yes, a nom- 
inal sale. 

Q.—For $91,110.11? A.— Yes. 

Q.—There is no similar entry with 
respect to Crows Nest coal because that 
was not owned at the end of the pre- 
vious year? A.—No. 

Q.—Besides the Crows Nest coal and 
the Dominion coal stock are there any 
other stocks that you have owned that 
have been taken out of the account 
and put in again, whether at the end 
of the year or any other time in that 
same way? A.—No, none. 

Q.—Those two stocks, Dominion coal 
at the end of 1902 and also at the end 
of 1903, and the Crows Nest coal at 
the end of 1903 were the only stocks 
you owned outright that had ever been 
dealt with that way. A.—Yes. 

Q.—And as to the securities held 
against loans were there any except 
to McKenzie & Mann and the William 
McKenzie loan that were closed but at 
the end of any year and continued 
again the beginning of the next year? 
A.—The loan to Mr. Sanderson was 
taken up by him with his own cheque 
and a new loan made—— 

Q.—Other than McKenzie & Mann 
and Sanderson call loans have there 
been any securities held by you against 
loans, any securities pledged with you 
that were not authorized by the Act 
that had been taken out of your books 
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and put on again in that way? A.— 
No. 

Q.-—-That is said without any mental 
reservation whatever? A.—I will just 
have my memeory refreshed; I cannot 
remember of any. 

MR. McLAUGHLIN: We will have 
the list of call loans made. 

MR. TILLEY: Q.—We will leave 
that until we get the complete list, 
and then probably you will be able to 
be sure that we have all that. In any 
way put in that category? A.—Yes, I 
will ascertain that exactly. 


Q.—This report of Mr. Blackadar’s 
states, ‘‘That in the cash book and 
blotter there appeared as receipts un- 
der date of December 28th, 1908, the 
four items above mentioned (Reads)’’ 
—where is that minute of the Execu- 
tive Committee? A.—There will be a 
copy of it amongst the minutes we 
furnished. 


Q.—Let us have the original of it; 
the date will be December 28th, 1903, 
and it was a meeting of the Finance 
Committee. There is this entry in the 
minutes of the Finance Committee of 
a meeting held December 29th, 1903, 
at page 17: ‘‘Present, Col. Pellatt, 
in the chair; Messrs. S, G. Beatty, 
Col. James Mason and the Managing 
Director. Sale of 1800 shares of Dom- 
inion coal at 1263, and 202 shares of 
Crows Nest coal at 3003 to McKenzie 
Mann & Company with a guarantee 
from this Company against loss in the 
transaction was approved,’’ and the 
marginal entry is ‘‘Dominion Coal, 
Crows Nest coal;’’ is there any record 
of the arrangement between the Com- 
pany and McKenzie, Mann & Com- 


- pany except what that minute says and 


what the entries in the books show 
that you have shown to me? A.— 
No, I believe not. 


Q.—There was no written agree- 
ment with the Company to take the 
stock back? A.—No. 

Q.—That minute of the  transac- 
tion is hardly an accurate minute of 
what the arrangement was? A.—It 
was merely a nominal sale. 


Q.—It was not a sale with a guaran- 
tee against loss, was it? A.—Yes, 
just as put there. 

Q.—You think it was a sale with a 
guarantee against loss, so that you 
think this is a fair record of what the 
parties intended should be done? 
A.—Yes. 


Q.—If the stock went up befgre the 
end of the year, if you could imagine 
it going up from the price it was then 
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or to higher than you had paid for it, 
McKenzie & Mann could have told 
you we will keep it, we will release 
you from your guarantee against loss? 


tween the price at that time 

Q.—That was an impossibility; that 
only indicates that is not a fair state- 
ment of what the arrangement was? 
A.—That side of it was not considered. 

Q.—It was considered in this way, 
this record was placed on the books 
for the purpose of giving color to the 
transaction, was it not? A.—Perhaps 
you are placing a different construc- 
tion on that from what I am. 

Q.—It seems to me to be perfectly 
simple: ‘‘The sale of 1,800 shares of 
Dominion coal at 1264, and 202 shares 
of Crow’s Nest coal at 3001 to Mac- 
Kenzie, Mann & Company with a 
guarantee from this Company against 
loss in the transaction was approved,’’ 
that seems to be perfectly plain trans- 
action, if you read that and know 
nothing more, does it not? A.—My 
understanding of that minute was that 
on demand we- would have to re-pur- 
chase it from them at the same price. 

Q.—Your understanding was that on 
demand you must re-purchase the stock 
from MacKenzie, Mann & Company at 
the same price? A.—Yes. 

Q.—And that in the meantime the 
stock was their’s and not yours? A. 
Yes, the transaction did not mean— 

QO-—-That was ite. .A,—As’ 1. have 
said before it was only a nominal sale. 

Q.—And this was a colorable reso- 
lution? A.—We had not looked at it 
as so at the time. 

Q.—Was not that resolution put on 
the books intentionally for the pur- 
pose of making it have a good appear- 
ance? A.—We did not intend making 
it appear as anything only a nominal 
sale. 

Gmecorraity nota real sale?” A: 
—No, I could not say it was a real 
sale. 

Q.—The securities were still yours? 
A.—In reality. 

Q.—And continued to be yours un- 
til it came back into your possession 
again, that is right? A.—Yes. 

Q. —And you paid the Bank the in- 
terest on the money that was advanc- 
ed to be credited to your account in 
the Traders’ Bank? A.—Yes. 

Q.—And you charged MacKenzie & 
Mann interest on their call loans in 
the interval? A.—Yes, I believe so. 

Q.—That meeting was held on the 
28th December, 1903, do you know 
whether that was a regular meeting— 
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bow often did that committee meet? 
A.—Just whenever they were called 
together, generally about once a week. 
With reg ard to that coal stock at that 
time we considered ourselves as Di- 
rectors liable for it, and we felt as 
‘ar as the Company was concerned they 
had to realize cash for it. 

@.—Was that discussed between you 
and the other Directors? A.—It was 
about that time. 

().—When did you say, about that 
time, after the Insurance Department 
Auditor arrived? A.—No, before the 
end of the year. 

().—Before the end of which year, 
19032 AY és: 

Q.—What about at the end of 19022 
A.—At the end of 1902 we were in 
hopes the value would come again to 
its original cost. 

Q.—Had it been down a whole year ? 
A.—In 1902? 

Q.—I mean from the time you 
bought it in 1902? A.—I cannot say 
about that. It had been a short time 
before we bought it, it had been up 
as high as pretty near 150. 

Q.—We will take that up later, the 
way the stock depreciated ; but in 1902 
it was then lower than you had paid 
for it, at the end of 1902? A.—Yes. 

Q.—You took it out of the book and 
brought it back again, so that at the 
end of 1902 there was this loss on the 
stock then if it had been realized? 
AY @s. 

Q.—Had the Directors at that time 
considered they were responsible? A. 
—I am not sure it had been discussed 
at that time as to the responsibility, 
I think itis quite likely it was before 
the end of the year. 

Q.—Was that the only stock besides 
Crow’s Nest stock you had in that con- 
dition where there was a question as to 
the liability of the Directors? A.— 
The only one that showed a liability. 

Q.—Then the other stocks that you 
own, some of them may have been un- 
authorized? A.—yYes, technically. 

Q.—Technically— A.—I mean like 
the C. P. R., we had some stock of the 
C. P. R., but at the time we bought 
it we overlooked the fact entirely that 
it did not come technically within the 
Act, considered it good security, but 
when the Department called our atten- 
tion to it we sold it at a profit. 

Q.—When did the Department call 
your attention to it? A.—I would 
not be sure of that. 

Q.—Can you tell from the C. P. R. 
account? $A.—I think it was quite 
likely in 1903 when they called our at- 
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tention to these stocks that we began 
considering more carefully just what 
did come within the Act. 

Q.—So that it was then the result 
of the Superintendent of Insurance 
inspection that brought that to your 
attention? A.—Yes, that brought it 
forcibly to our attention. 


Q.—Or that made it the subject of 
discussion, would you go that far? A. 
—No, I think it was discussed before, 
I am satisfied it was discussed to a cer- 
tain extent before the Department 
called our attention to this Crow’s 
Nest and Dominion coal. 


Q.—Can you say what it was that 
made it the subject of discussion? A. 
—Once or twice I think when we were 
considering securities such as the C. 
P. R., some of the Directors made the 
remark that if these should result in 
any loss the Directors were personally 
responsible for it. and that they were 
unnecessarily running “the risk in that 
way, if the stocks went up the Com- 
pany got the profit and if they went 
down the Directors would have to 
stand the loss personally, and it was 
their only anxiety to make money for 


the Company that ever induced them ~ 


to consider any of these securities at 
all. 


Q.—So that it had been the subject 
of discussion amongst you all these 
securities that you were investing in 
being unauthorized that you would be 
responsible for any loss that was in- 
curred? A.—Yes. 

Q.—And if there was a gain it would 
be the Company’s gain, and if there 
was a loss it would be the Directors’ 
loss? A.—Yes. 

Q.—And still you went on investing 
in these securities? A.—Yes. 

Q.—Knowing that if there was a 
loss practically the Company would be 
looking to the personal lability of 
the Directors? A.—As a matter of 
fact we were over optimistic at the 
time, we thought there would not be 
any loss, that the risk was practically 
nil in any of these securities we pur- 
chased. 

Q.—That resolution having been 
passed the coal stock, the Crow’s Nest 
stock and the securities held against 
the MacKenzie & Mann call loan and 
the William MacKenzie call loan were 
all rolled into one transaction? A.— 
Yes. 

Q.—And a cheque for the amount 
of all these transactions as they ap- 
peared in your books at the time, part 
of them being your securities, and 
part securities merely pledged with 
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you was credited to-your account in 
the Traders’ Bank? A.—That is my 
recollection. 

Q.—And then the beginning of the 
following year, January 25th, I think 
it was, you gave a cheque back for 
the amount that the Bank had ad- 
vanced with interest on the amount 
while the Bank was out of the money, 
while it was credited to your account? 
A.—Yes, I believe that is right. 

Q.—And you charged MacKenzie & 
Mann and William MacKenzie interest 
in the meantime? A.—Yes. 

Q.—Was there any resolution in this 
book regarding a nominal re-purchase 
from MacKenzie & Mann of that Do- 
minion Coal and Crow’s Nest stock at 
the beginning of the year? A.—I am 
not sure about that, if there is it 
would be sometime in the January 
minutes. 

Q.—In the minutes of the Finance 
Committee, January 26th, 1904, is this 
entry: ‘‘The purchase of 202 shares 
of Crow’s Nest Railway at about 3003, 
amounting to $15,162.62, and 1,825 
shares of Dominion coal at about 1263, 
amounting to $230,903.86 was approv- 
ed;’’ so that in your minutes you 
thought it was advisable to put in a 
record of a sale at the end of Decem- 
ber and a re-purchase in the beginning 
of JanuaryP <A.—Yes. 


Q.—When that was done and the 
securities were taken out of the books 
were the leaves of the book left where 
they were in the book or were they 
taken out, do you know? A.—I do 
not know; we have just the two books, 
that is the current—— 

Q.—Are you referring to the two 
books you have before you? A.—Yes, 
one is the current transactions, that is 
current call loans and securities held 
by the Company, and the other is the 
transfer file, where after a call loan is 
paid off, or after an investment ma- 
tures and is paid off it is put into the 
permanent transfer file for permanent 
keeping. It would be in either one or 
the other; I could not say which one 
it would be in at the time. 

Q.—That is, your system of keeping 
this loose leaf ledger is, when the 
transaction that is recorded on a page 
is completed to take out the sheet and 
transfer it to he permanent filing 
book? A.—yYes. 

Q.—And in that way the current 
book is a book containing sheets relat- 
ing exclusively to matters that are 
open and not closed? A.—Yes. 

Q.—And then the other file that 
vou have, the larger one, is a book 
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containing a record of transactions 
that are closed and of no importance 
at the present timeP A.—Yes, except 
it is just the other way, the small 
book is the permanent file and the 
large one is the current file, because 
our current transactions are more than 
our closed ones. This small book is 
the permanent file. 

Q.—Did you give any instructions 
about sheets regarding this Dominion 
Coal, Crows’ Nest, and the Mackenzie 
& Mann two loans, as to where they 
should be? A.—No. 


Q.—You do not know where they 
were as a fact? A.—WNo. 


Q.—Who would be able to tell us 
that? A.—Mr. Franks. 


Q.—Mr. Franks is the person having 
charge of those two books? A.—yYes. 


Q.—(Reads from report of Mr. 
Blackadar of February 24th, 1904, 
page 2), ‘“This sum received from Mac- 
kenzie & Mann, etc., (reads to the 
words 16th instant)’’—that is a cor- 
rect statement? A.—Yes; as soon as 
Mr. Blackadar came and made in- 
quiries about these we showed him 
every document we had in connection 
with these and the whole transaction 
just as it happened. 

Q.—You told him you were still in 
reality the owner of that stock, al- 
though it had been nominally sold to 
Mackenzie & Mann? A.—Yes. 

Q.—(Reads from Mr. Blackadar’s re- 
port): ‘‘The call loans, etc.’’—what he 
means by that is you continued to 
charge interest and they were still call 
loans of yours? A.—Yes. 


Q.—(Reads from top of page 3 of 
Mr. Blackadar’s report): ‘‘The un- 
dersigned has not been able to ascer- 
tain,’ etc.—that is you regarded that 
as a good investment so far as merit? 
A.—Yes. All these matters were looked 
at this way, that the Company must 
ultimately get every dollar that was 
represented in those securities, because 
the call loans was absolutely secured 
and the other we regarded the Direct- 
ors as personally responsible for, and 
there was a number of them pretty 
strong men financially and able to 
assume the responsibility. , 

Q.—You do not suggest it as any 
justification for loaning on an impro- 
per security that you thought some of 
your members on your Board were men 
of financial standing, do you? A.— 
No, that was not with regard to the 
call loans; the call loans we considered 
the borrowers perfectly good for them. 
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Q.—You do not justify, surely, the 
purchase of very fluctuating stock not 
authorized by the Act as being a justi- 
fiable transaction merely because some 
of the Board were men of substance? 
A.—I am not trying to justify it, Iam 
just saying that this was how we looked 
at it at the end of the year when we 
wate putting through these nominal 
sales. 


Q.—Was that the way you looked at 
it at the time you entered into the 
transaction? A.—When we bought the 
stock P 

Q.—Yes? A.—No, when we 
bought the stock we bought it just 
with one idea of making money for 
the Company. 7 

Q.—At the time you purchased the 
stock you say you were not thinking 
of that phase of it at all, but at the 
end of the year, when you had to 
make some shift to get around the 
disclosure to the Department at Ot- 
tawa you justified it mentally in 
that way? A.—The fact that the 
security had gone down in the mean- 
time led us to consider the matter 
more seriously. , 

Q.—And from a different light? 
A.—Yes, and our financial responsi- 
bility in connection therewith. 

Q.—Do you mean to put it now 
that at the end of that year 1903 
you felt that having regard to the 
fact that some of your Board were 


-persons of substance that that in any 


sense justified what you did? A.— 
It may not have justified it, but that 
was our reason for doing it in that 
way. 

Q.—Reason for doing it in what 
way? A.—Of making a nominal sale 
of these rather than carry them in 
our assets. A Life Insurance Com- 
pany is a very sensitive institution 
and if we showed these securities as 
showing a large loss it might do the 
Company a great deal of injury, and 
the work of the agents, making 1t 
harder for them to secure business, 
and consequently more expensive, and 
we looked upon it as merely deferring 
the time when this money would have 
to be paid into the coffers of the 
Company. . 

Q.—That is very well to put it 
through in that way so as to keep it 
out of the annual returns to prevent 
this sensitive Company from sustain- 
ing some large expenses in the way of 
carrying on its business, but in the 
meantime you had been thinking 
about the Directors own position too, 
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and that they were personally liable? 
A. Vese 

Q.—I suppose you did not want to 
hurry the day when they would have 
to settle for it? A.—There was not 
really time at the end of the year 
when we began to consider the matter 
closely. 


Q.—Was it not as much with regard 
to the Directors own position as from 
any idea of the Company’s welfare in 
connection with the matter that you 
made the transaction the way you 
did?) "Al No, in my own, mind» UL 
was considering the Company more 
than the Directors. 

Q.—You knew this, that the Direc- 
tors would haye to stand the loss? A. 
—Yes. 

Q.—And that was discussed between 
vou and the other Directors? <A.— 
Yes. 

Q.—And the other Directors were 
also of the same opinion, or did they 
dispute your proposition? A.—No, I 
do not think they did, they felt by 
that time that it was a matter of per- 
sonal responsibility. 

Q.—They had come to that conclu= 
sion I suppose some time before the 
end of the year? A.—After we began 
giving the matter serious consider- 
ation. 

Q.—When did you commence to give 
the matter serious consideration? A. 
x-Probably about the month of Decem- 
ber. 


Q.—During the whole of the month? 
A.—About First of December. 


O--Southate irom coer iirst of 
December on the Directors were seri- 
ously considering the position that 
they were in, and they all realized 
that they were personally liable? A. 
—J could’ not say all; those that I 
brought the matter before and discuss- 
ed it with; I cannot remember just 
what members they were, but I re- 
member discussing it with several of 
the Directors. 

Q. Who? A.—I think it, would be 
principally the members of the Fin- 
ance Committee in all probability. 

Q.—Who would they be at that 
time, were they Col. Pellatt, Col. 
Mason, S. G. Beattv and yourself, 
vour brother and D. D. Mann? A.— 
Yes. 

Q.—So that you would ba very 
readily able to talk to Mr. Pellatt 
and Mr. Mann and so on about that 
transaction? A.—Yes. 

Q.—Mr. Beatty was aware of it at 
the time it was put through? A.— 


20a, . 
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Yes, I think he was present at that 
meeting. 

Q.—And Col. Mason? A.—I think 
so. 

Q.—And both yourself and your 
brother? A.—Yes. 

Q.—That would be pretty well can- 
vassed between you; but as to the rest 
of the Directors of the Company you 
do not know whether you discussed it 
much with them or not? A.—I could 
not say positively. 

Q.—But you were all of the opinion 
that the persons who ratified that 
transaction were responsible for any 
loss? A.—Yes. 

Q.—And being of that opinion did 
you in the month of December in any 
way attempt to raise money to start to 
settle that loss, get rid of the security ? 
A.—I cannot say I did, I thought it 
would be too great an undertaking to 
do in such a short time, as December 
is our busiest month, when the general 
matters of the Company require a 
great deal of attention. 

Q.—What is your recollection now, 
can you say whether any effort was 
made in that direction at allP A.— 
I do not think there was. 

Q.—By any of the partiesP A.— 
No. 

Q.—Were Mackenzie & Mann called 
on in that month of December to take 
up their call loans? A.—It is quite 
likely they were. 

Q.—Can you say anything more de- 
finitely one way or. the other than that, 
anything might be quite likely, if you 
were all anxious about it? A.—I 
could not just say.what particular 
dates—which year do you refer to? 

Q.—I am referring to that year when 
this call loan and the Mackenzie mat- 
ter. A.—In December they did ac- 
tually take up their loan and gave us 
their own cheque for it which was de- 
posited in our Bank and cashed in the 
regular way. 

Q.—And then cashed back again 
whenP A.—January 25th. 

Q.—You do not say that was in any 
way paying their call loan, that is a 
suggestion from Mr. Franks, you do 
not claim thatP A.—Yes I do. 

Q.—You claim that was a bona fide 
payment off of that call loan by Mac- 
kenzie & Mann? A.—They gave us 
their cheque. 

Q.—I would like yes or no to that— 
do you claim that is a bona fide pay- 
ment of that call loan? A.—In this 
case it was, I think go. 

Q.—That is to say the whole cheque 
thev gave you was for $300,000P A. 
—No, no, not in December, 1903. 
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Q.—Yes? A.—I did not understand 
it that way, I thought it was a cheque 
that was for their own call loan. 

Q.—Oh no, that is the year that the 
cheque for $300,000 and over was sup- 
posed to have been paid, cashed 
through Mackenzie & Mann, and then 
January 25th it was tashed out to them 
again and the coal and the Crows Nest 
stock taken back, but you do not say 
that was a bona fide payment off of 
that call loan? A.—It is largely a 
matter of opinion, I am still— 


Q.—Have you not an opinion at all 
on your part, I want your idea of it? 
A.—With regard to the coal part of 
ite 

Q.—I did not ask you anything 
about the coal part of it, I asked you 
about the call loans on which you con- 
tinued to charge that interest, do you 
say that was a bona fide payment, and 
you continued to charge them interest 
from that date on? A.—We charged 
them interest afterwards when it came 
back again. 

Q.—You charged them interest, and 
you paid the interest to the Bank on 
that $326,000? A.—I am not sure 
whether we charged interest that year 
or not. 


MR. FRANK stated: We did not 
pay the Traders Bank a cent of inter- 
est. 

MR. TILLEY: Q.—Then who paid 
interest? A.—There would be no in- 
terest accruing, the loan was paid off 
to the Bank by cheque, because as I 
understand it at that date we deposited 
the cheque in the regular way. 


Q.—On what date? A.—December 
28th 

Q.—That is the loan to you, that was 
when you deposited Mackenzie & 
Mann’s cheque? A.—Yes. 

Q.—When you gave back that $326,- 
000 did that money go back to the 
Bank to recuperate it for the money 
that it had advanced? A.—The Bank 
did not advance that money. 

Q.—Have you the cash book for Jan- 
uary, 1904?  A.—I am speaking all 
this time of the previous year. 

Q.—The other year was an entirely 
distinct matter, in that case Mackenzie 
& Mann, as you say now, as far as we 
know-gave their cheque for those loans, 
and got a new loan the beginning of 
the following year? A.—Yes. 

Q.—But at the end of 1903 it was 
not in any sense a similar transaction 
to that, at the end of 1903 you rolled 
the whole four transactions into one? 
A.—Yes. 
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Q.—That is Dominon coal stock, 
Crows Nest stock, William Mackenzie 
loan and the Mackenzie & Mann loan? 
A.—Yes. 

Q.—And you put them all-into one? 
A.—Yes, 

Q.—And one cheque was given the 
Manufacturers Life Insurance. Com- 
pany for $386,443.51? A.—yYes. 


Q.—That cheque is split up amongst 
the four accounts, in each case wip- 


ing out the particular account? A.— 
Yes. 


Q.—In January, 1904, was that mon- 
ey not chequed out again from the 
Manufacturers’ Life ‘‘Totalling in the 
sundry payments $386,443.51, just the 
same amount’’—that is what Mr. 
Blackadar said in his report, and I 
suppose that report has been studied 
carefully? A.—I have not studied it 
recently. 

Q.—The next item is, ‘‘$1,482.26,” 
was that the interest on the $386,000 
odd dollars or not? A.—I am anxious 
to give you the exact facts. 


Q.—I am willing Mr. Franks should 
assist you. 

JUDGE MacTAVISH: Is the cash 
book here? A.—No. 


MR. TILLEY; We will have that 
here in the morning. 


JUDGE MacTAVISH: Will that 


show. 
MR. TILLEY: It ought to show. 
MR. McLAUGHLIN: I have ng¢ 


doubt those items are correct. 


MR. TILLEY: You would not on 
that state of facts, if that is so, you 
would not in any way contend that 
that was a payment of the call Joan, 
a bona fide payment? A.—Not if it 
were done in that way; my intention 
was it would be done just in the same 
way as the previous year, that they 
would actually pay off the call loan. 

Q.—I am taking the transaction 
just as we found out? A.—Just as it 
was carried out. 

Q.—It only probably serves to show 
that the transaction the year before 
was not a bona fide transactionP A. 
—It was done with the expectation 
they would get the loan back again. 

Q.—More than an expectation? A. 
--We were not under any legal obli- 
gation to do it. 

Q.—There was not any possible 
chance but what it would be done? 
A.—Yes, there was a very great pos- 
sibility if a single director on our 
Board had objected to it, made any 
trouble at all about the matter, it 
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would not have been made back to 
them again. 


Q.—Back to whom? A.—MacKen- 
zie & Mann. 

Q.—Which one? A.—The loan. 

Q.—That is in the preceding year? 
A.—Yes. 

Q.—But in the year 1903 and 1904 
the transactions were also involved 
there? A.—They certainly would not 
have got it back if any director had 
objected. 

Q.—Of course it was not brought 
before the directors? A.—No. 

Q.—-You have told me, have you, 
all that there is to be said about the 
purchase of that stock by you from 
the different persons and the chain of 
title from Mr. Gooderham? A.—I 
think go. ; 

Q.—There is one item of 100 shares 
that still stands in your name in trust, 
who is that for? A.—Dr. Nattress. 

Q.—Why is that in your name in 
trust? A.—It is collateral security 
to some loan. 

Q.—Have you made him a loan on 
that, the company? A.—Yes, not on 
the stock, I think it is a real estate 
loan, and we took the stock as addi- 
tional collateral security. 

Q.—At the time the loan was made 
a afterwards? A.—I am not sure of 
that. 

Q.—I would like to see that? A.— 
We have not Dr. Nattress’ loan here. 


Q.—Mr. Franks says that the old 
Temperance & General had made a 
loan to that particular shareholder, 
secured by a mortgage on his real es- 
tate with collateral his 100 shares 
of stock or whatever it was in the 
company? A.—yYes. 

Q.—And when the companies were 
amalgamated the new stock was is- 
sued to him direct and not held by 
the company? A.—Yes. 

Q.—And later on that was discov- 
ered and his stock was transferred 
to you in trust to hold as collateral 
to the mortgage on his real estate? 
A.—Yes: 


Q.—And it still stands in that posi- 
tion? A.—Yes. 


Q.—It was not any loan to him 
on the stock itself m the way of a 


separate transaction of that. nature? 
A.—No. 


Q.—The only case you have had 
where money has been loaned in that 
way on the stock of the company is 
the case of MacKenzie & Mann you 


have referred to, their 4,000 shares? 
A:—Yes! 


Ww 
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Q.—Then there is a case which we 
will refer to later—1,000 were trans- 
ferred to you in trust—just to incor- 
porate that—transferred to you and 
to some other officer of the company 
in trust from Mr. Pellatt? A.—Yes. 

Q.—Other than those cases there 
have been no cases where stock was 
held for the benefit of the Manufac- 
turers’ Life Insurance Company? 
A.—None that I recollect. 


Q.—Or where the company has any 
interest in it by way of pledge or se- 
curity or otherwise? A.—Yes. 

Q.—And Mr. McLaughlin asked me 
to ask you whether there is any at 
the present time at all except 100 
shares which is held as collateral se- 
curity to the real estate loan which 
we have referred to? A.—None 
whatever. 

Q.—That finishes what I had to 
ask you about the shareholders, and 
I was going to ask you now as to the 
Committees you have appointed from 
time to time; what Committees have 
you in connection with the company, 
you have the Board of Directors, you 
have spoken about, and given. the 
personnel of that from time to time? 
A.—Yes, and then we have the Ex- 
ecutive Committee. 


Q.—When was that Committee ap- 
pointed, in 1901, was it not? A.— 
Yes, shortly after amalgamation. 

Q.—I believe that Commitee was 
referred to in by-laws of the com- 
pany? A.—Yes. 

Q.—And you have a printed copy 
of the by-laws? A.—Yes. 

Q.—Is there just ae set i Dee 
hat is there printed or hav 
sian any since? A.—I think that 
includes all of our by-laws. 

Q.—I will put in my copy of that 
list of by-laws, which shows the duties 
of the Executive Committee. (Reads 
by-laws numbers 10, 11 and 12.) 

By-laws marked as Exhibit 62. 

Q.—Who have been the members 
of the Executive from time to time 
since it was formed, since the form- 
ation of the company I suppose 1n 
reality? A.—The first Executive for 
1901 were as follows: Hon. G. W. 
Ross.  Lieutenant-Colonel _ Pellatt, 
Llovd Harris. FE. R. Wood, R. L. 
Patterson, J. F. Junkin, S. G. Beatty, 
James Mason, and Robert Junkin. 

Q.—Those directors were re-ap- 
pointed in 1902. and D. D. Mann was 
added to the Committee? A.—Yes. 

Q.—And those directors all con- 
tinued through 19038? <A.—Yes. 
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Q.—And then in 1904 E. R. Wood 
eeeued out of the Committee? A.— 

es. 

Q.—He then ceased to be a director? 
A.—Yes. , 

Q.—The following were added to 
the Executive Committee in that 
year: EK. J. Lennox, R. J. McLaugh- 
lin, D. B. Hanna, QC, C. Dalton; the 
1904 Committee continued through 


1905 and also 1906, and in the last: 


year, 1906, that is the present year, 
William Mackenzie has been added 
to the Committee? A.—Yes. 


Q.—So that that gave the Execu- 
tive Committee and their duties still 
as defined by that by-law that we 
read? A.—Yes. 

Q.—Practically they took the place 
of the Board of Directors in all the 
current business of the company? A. 
—Yes. 

Q.—What was the object of that? 
A.—The Board is a very large one, 
and pretty well scattered, they only 
meet once a month. 


 Q.—The Executive Committee meets 
very often? A.—Weekly. 

Q.—And are all the persons on that 
Executive Committee Toronto people? 
A.—Toronto or immediate vicinity. 

Q.—What do you mean? A.—The 
furthest out is Mr. Harris of Brant- 


ford, and he is in Toronto a great | 


deal. 

Q.—The Agency Committee, what is 
that? A.—The Agency Committee 
looks after the engaging and discharg- 
ing of agents. 

Q.—Was that a Committee that was 
appointed as soon as the company 
came into existence? A.—No, it was 
appointed in 1902. 

Q.—What was the occasion of 
appointing it? A.—The division of 
labor, instead of referring every 
agency matter to the full Board all 
contracts of sub-agents, for instance, 
and that kind of thing, there is a 
great deal of detail about it, it was 
thought that could be better handled 
by a smaller Committee. 

Q.—Were these Toronto’ people 
except Lloyd Harris? A.—Yes. 


Q.—Who have been members of that — 


since it was appointed? A.—Lloyd 
Harris, Tieutenant Colonel James 
Mason, R. L.. Patterson, Robert 
Junkin and J. F. Junkin during the 
year 1902 and 1903; and in 1904, Mr. 
S. G. Beatty was added. The Com- 
mittee ‘continued the same during 
1905, and in 1906 Colonel Mason 
dropped off and R. J. McLaughlin 
was added. 
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Q.—That is the Committee that now 
does the work of the Agency Com- 
mittee? A.—Yes. 

Q.—From 1902 you have always had 
the Agency Committee? A.—Yes. 

Q.—And are his duties defined any 
place in the by-laws? A.—I think 
not in the by-laws. 

Q.—There is no resolution or by- 

law that definitely fixes the duties 
of that Committee? A.—No. 
_ Q.—But in a general way there is 
just what you said, approving of con- 
tract with? A.—With agents and sub- 
agents, and all their minutes are read 
at the meeting of the Board. 

Q.—AIll intervening minutes? A,— 
Yes. 

Q.—And the minutes of the meeting 
of this agency committee and the ex- 
ecutive committee are all in the min- 
ute book? A.—When I say the Board 
I should have said the executive com- 
mittee or Board, whichever happens 
to meet first. | 

(Q.—And then are the executive com- 
mittee minutes read when the Board 
of Directors meet? A.—No, the book 
is laid on the table, but the minutes 
are not read except the minutes of the 
last executive meeting. 

Q.—Besides the agency committee 
and the executive committee what 
other committees have you had? A.— 
We have had the Finance Committee. 

Q.—When was it appointed? A.— 
In 1902. 

Q.—Is there any resolution fixing 
its duties? A.—At the minutes of 
the executive committee, November 
17th, 1902. ; 

Q.—Let me have that: ‘The sale of 
stocks at present held by the company 
was discussed, and it was moved by 
Mr. E. J. Lennox and seconded by 
Mr. A. J. Wilkes, that Lt.-Col. Pel- 
latt, Lt.-Col. Mason and Mr. S. G. 
Beatty, with the Managing Director 
(or Assistant Manager in his absence) 
be the Finance Committee with power 
to approve the sale of stocks and bonds 
owned, or which may be owned by the 
company, and to approve the purchase 
of all stocks and bonds by the com- 
pany.” That resolution is on page 
189 of the Minutes, and was passed on 
November 17th, 1902—that almost fol- 
lows a resolution to purchase 200 
shares of Dominion Coal at 128 7-8, 
that was approving of the purchase on 
November 10th; 100 shares at 126 on 
November 13th, and 100 shares at 
125% on November 14th; those pur- 
chases were confirmed; was it on ac- 
count of this purchasing of Dominion 
Coal and other stocks that this fin- 
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ance committee was appointed? A.— 
I could not say just how it originated, 
the idea was it would be better to have 
a small committee to consider invest- 
ments in detail rather than bring 
them up at a large board where there 
was so much general business, and 
where there might not be time to con- 
sider them at length and as carefully 
as it was thought to be necessary. 


Q.—Was it intended that applica- 
tions for loans on real estate should 
be made to this committee? -A.—No, 
the minute does not say so. I do not 
remember just what the practice was 
at that time, whether they were as a 
matter of fact submitted to the Fin- 
ance Committee or whether it was 
only on stocks and_ bonds. 

Q.—How long did that committee 
last? A.—Until the end of 1903. 

Q.—And during 1903 was any other 

person added to the committee? A.— 
D. D. Mann. 
Q.—So that it continued through 
1902 from.November 17th with the 
names you mentioned, and then D. 
D. Mann was added in 1908, and then 
it went on until the end of 1903, and 
then what, come to a natural death, 
or was it rescinded? A.—It was a 
committee that required re-appoint- 
ment each year, and there was simply 
nothing done. 

Q.—Nothing doing? A.—It was 
thought better to refer all invest- 
ments to the full board again. 

Q.—So that these parties lost the 
position of honor they held for the 
year or two or three months; there 
was no question that that committee 
was appointed specially to deal with 
the buying and selling of stocks? A.— 
And_ bonds, 

Adjourned at 4.30 to 10.30 a.m. to 
morrow. 


SIXTEENTH DAY. 
MORNING SESSION. 
Toronto, April 27th, 1906. 


(Examination of Mr. Junkin, con- 
tinued.) 


MR. TILLEY: Mr. Junkin, you 
were to give me the names of the 
different committees and the members 
of each Committee in connection with 
your company. Were there any Com- 
mittees other than the ones you men- 
tioned? The Executive, The Finance, 
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and the Agency Commitee? A.—Yes, 
sir, a small Committee appointed an- 
nually. There was no other standing 
Committees. 

Q.—What other small Committee 
was appointed? A.—There was a 
small Committee appointed each year. 

Q.—That was a Committee appoint- 
ed towards the end of each year to 
arrange the salaries for the coming 
year? A.—Yes sir. 

Q.—Was that a Committee which 
the same persons acted on each year 
or would you name the persons? A. 
—They were named each year. Named 
by the Executive Committee. 

Q.—Other than those were there 
any other Committees? A.—No. 

Q.—I think that you said there were 
some Committees in Quebec? A.— 
Yes, there were local Boards, one in 
the City of Quebec and one in 
Montreal, part of the time. 

Q.—What were their duties? A.— 
It was more advisory than anything 
else. We would call them together at 
irregular intervals say about once a 
quarter and lay before them the state- 
ment generally the same general state- 
ments that were laid before the Dir- 
ectors. And if there were any appli- 
cations for loans or investments from 
their locality they were either called 
together as a Board or individual 
members of that Board would be 
written to and asked about it. 

Q.—That is, in the case of invest- 
ments in the locality where these 
Committees met you would probably 
communicate with the members of the 
Committee or individually, would you? 
A.—Yes sir, very often. 

Q.—And get their opinion on the 
particular loan that was under in- 
vestigation? A.—yYes sir. 


Q.—Were these Committees called 
together from the Head Office here or 
by the local representative? A.—By 
the Head Office. We would write the 
local representative and tell him when 
to call the meeting. 

Q.—You had a local representative 
at Quebec and Montreal? A.—Yes 
sir. 

Q.—He would call the Committee? 
A.—Yes sir. 

Q.—Would you name the time or 
how? A.—I would. 

Q.—Are minutes of that Committee 
kept? A.—Yes sir at the local office. 

Q.—Were those kept in the Head 
Office? A.—No, they kept the minutes 
of their own meetings. 

Q.—I suppose those minutes can be 
obtained for us to look over to see if 
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there is anything in them that we 
would care to bring out? A.—Yes sir. 
* Q.—Probably it would be well to 
have the names of these Committees. 
Would you just give the names and 
how long the Committees have been 
in existence? A.—The Quebec Local 
Reference Board was established in 


1901 with the following local Direc- 
tors :— 


“1901. Quebec Local Reference Board. 
L. P. Pelletier, 
V. W. LaRue, 
A. A. Letellier, 
C. Lebrecque, 
Cy A. Carrier 

Added 1902. 

L. P. Sirois. 
Honorary Director for Natal. 


Sir William Arbuckle, appointed at 
Board of Directors’ Meeting, June 
18th, 1904.’’ 

Q.—Does that complete your Com- 
mittee? A.—The Montreal Board 
does not seem to be given here. I 
suppose the reason is that they were 
all Directors, being on the Board in 
chief. the Head Office Board. The 
Committee consisted of these Direc- 
tors living at Montreal and vicinity. 
They were appointed in order to keep 
them in touch with the business as 
they were not able, many of them, 
to come to Toronto often. 

Q.—That completes all the Com- 
mittees of every nature that you have 
in connection with the Manufacturers’ 
Life Insurance Company? A.—Yes sir. 

Q.—Mr. McLaughlin points out that 
there are .Committees appointed from 
time to time for special matters, that 
is not what I want? A.—That is as 
I understood it. 

Q.—What I wanted was the Com- 
mittees that had any connection with 
the organization and the general man- 
agement of the Company’s business, 
that is any being of a permanent na- 
ture, not those simply appointed for 
special matters? A.—Yes sir. 

Q.—Well, Mr. Junkin, some of the 
information that you were to get has 
not been collected? A.—Yes sir, Mr. 
Franks is working on that now. 

Q.—Just one or two questions about 
the policyholders vote. Have you ever 
had any request from any policy- 
holder for a list of your policyholders 
in Toronto? A.—wNo sir. 

Q.—Or at any other place’. A.— 
No. 

Q.—Is there any rule about the sup- 
plying of any such information? A. 
—No, the question has never come up. 

().—Is there any such information 
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given, that is available to policyholders 
without the necessity of them making 
any special request? A.—No. 


Q.—That would not be given except 
for the use of some special cases. You 
would not have any list of policy- 
holders? A.—No list at all. 


Q.—Supposing a policyholder came 
to you for a list of the policyholders 
entitled to vote? A.—If I thought he 
was really in earnest I would give the 
information to him, but if not,if he 
was the agent of a rival company I 
would probably tell him it was not 
available. 


Q.—There is nothing that compels 
you to give that information to any- 
one that asks for it? A.—wNo. 

Q.—In your view of the law you 
would be quite justified in that case 
not to give him that information? 
A.—Yes sir. 

Q.—I suppose that is information 
that is not often submitted to a Board 
meeting is it? A.—No, only as the 
applications come in. 

Q.—Application for insurance for 
a certain amount? A.—Yes sir. 

Q.— What amount? $5,000 and over? 
A.—Yes sir. 

Q.—So that there would be many 
there that would have a right to vote 
that the Board would know nothing 
about ? A.—That the Board would know 
nothing about. 

Q.—Such information would have to 
be got from you by some special ar- 
rangement? A.—Yes sir. 

Q.—And if you thought the applica- 
tion was bona fide? <A.—Yes if I 
thought it was bona fide. 

Q.—What do you mean by bona fide? 
A.—If I thought it was for the purpose 
of voting I would give him all the in- 
formation he wanted. 

Q.—If you wanted the vote the other 
way? A.—I would perhaps think it 
over. 

().—It would be entirely in your own 
hands? A.—Yes sir. 

Q.—There will be no way in which 
the policyholders can get together at 
the Annual Meeting? A.—I know of 
no such way. 

Q.—What you say is it might be 
used by rival companies? A.—I was 
not referring to the vote, I was refer- 
ring to the digging out process. 

Q.—You suggest that if there was 
any such machinery provided to dis- 
close such information it might be used 
improperly by agents for other com- 
panies. Instead of being used for the 
bona fide purpose it might be used for 
an improper purpose? A.—Very easily. 
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Q.—The matter has never come to 
a test in any company in which you 
are associated? A.—No. 

Q.—The policyholder must come and 
vote for himself and there is no way 
in which he can find out other members 
that are in the common interest with 
himself? A.—No. 

Q.—Do you know why policyholders 
are put in a different position in re- 
gard to voting by proxy from share- 
holders? A.— No 1 do not. 

Q.—Has that been considered by 
your company? A.—It has never been 
discussed. We followed the old charters 
in that. The matter of change in that 
regard was not discussed at all, it has 
never been suggested. 

Q.—Do you know whether the pro- 
vision in your Act is the common pro- 
vision or is it exceptional to your com- 
pany? A.—I think it is common. 

Q.—You think that it is common in 
most of the stock-companies? A.— 
Yes sir. 

Q.—The policyholders must come 
and vote personally? A.—I think so. 
In some stock-companies of course pol- 
icyholders have no vote at all. 

Q.—When they have a vote they 
must come and attend personally and 
vote? A—Yes sir 

Q.—And there is no provision for 
supplying information to the policy- 
holders as to what persons are entitled 
to vote? A.—None that I know of. 

MR. SHEPLEY: Now Mr. Junkin 
I want to ask you a question or two 
with regard to the method that was 
taken to substitute the authorized 
securities for the unauthorized 
securities in the case of the MacKen- 
zie & Mann loan. You had two call 
loans as you have already told us? 
A.—yYes sir. 

Q.—One was a large sum of money 
and represented the sum originally 
raised by the company’s stock. — 
The company’s stock and the $100,000 
of the Inverness Railway Bonds. 

Q.—That call loan was made for the 
purpose of enabling MacKenzie & 
Mann to purchase the company’s stock 
and the other was for some other pur- 
pose? A.—Yes sir. 

Q.—Do you know? A.—wNo. 

Q.—That is the small one of $11,000? 
A.—Yes sir. 

Q.—When the transaction was com- 
pleted and the new securities substi- 
tuted MacKenzie and Mann were both 
members of your Board. That is right? 
A.—Yes sir. 

Q.—Are you aware, or were you 
aware at the time, what these compan- 
ies were whose securities were subsit- 
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tuted for the unauthorized securities ? 
A.—Yes sir I went into.the matter 
very carefully. 

Q.—Well then we will take them one 
by one. What were they? A.—The 
first was the Lake and Ocean Naviga- 
tion Company. 


_Q.—What was the other? A.—The 
Vancouver Gas Company. 
Q.—And the other? A.—Was the 


Imperial Rolling Stock Company. 

@.—And those three, we will call the 
first one the Navigation Company to 
give it a short name, the Navigation 
Company, the Gas Company and the 
Rolling Stock Company, those were 
the three? A.—Yes sir. 

Q.—Do you know anything about 
the ownership or the stock holding of 
any of these companies? A.—The 
Navigation Company I understand, 
the stock is pretty well distributed. 

Q.—At that time, what about mat- 
ters at that timeP A.—Yes at the 
time. 

Q.—At the time of the transaction? 
A.—That is my understanding. I 
didn’t see the stock list, it is a large 
company and has a fleet of 7 or 8 
large steamers on these lakes and doing 
a very good business. 

_ Q.—I want to get at the stogk hold- 
ing. Was it a MacKenzie and Mann 
ue Lie pone think it was. 

.—You didn’t think 

time? A.— No. nab Ae 
_ Q.—You didn’t know they had an 
interest in it at the time? A.—yYes 
they had an interest in it. 

Q.—Do you know how many shares? 
A.—No. 

Q.—Do you know what the total 
share capital was? - A.—No. 

MR. McLAUGHLIN: The state- 
ment was here yesterday. 

MR. SHEPLEY: I will get that. 
A.—I cannot remember the details 
now. That is about 3 years ago. I 
know it was quite a large company 
and the vessels, their average valua- 
tion was about $200,000 a piece. And 
Mr. Nicholls I think was one of the 
main men in the concern, and Mr. 
Ames and I believe Lieut-Col., now 
Sir Henry M. Pellatt and MacKen- 
zie and Mann were both interested in 
the company and I don’t remember 
what others or what other names. 

Q.—Had MacKenzie and Mann sub- 
Aarne interestP A.—I think they 

ad. 

Q.—Had Mr. Pellatt? A.—I think. 
he had. | ai, 

Q.—You think he had too? Do you 
know anything about the history of 
that company between the time of itr 
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organization and the time of this 
transaction? A.—No not much. 

Q.—You don’t know much? A.—WNo. 

Q.—Do you know how old that com- 
pany was for instance? A.—I know 
they took over some other navigation 
company, they took over some vessels. 

Q.—Do you know how old it was 
when it was organized?  A.—No. 

Q.—Do you know what way it was 
organized? A.—By special Act of 
Incorporation, I believe. 

Q.—Do you think it is a special Act 
of Incorporation? I don’t want to 
hurry you, I want you to reflect a 
little, and I want to know what guid- 
ed you? A.—What guided me was the 
financial standing at the time. I did- 
n’t go into their past history no more 
than what is contained in their fin- 
ancial statement. 

Q.—You did have correspondence 
with the Superintendent of Insurance? 
A.—Yes, sir. . 

Q.—During the time of the change 
of the securities, and perhaps it will 
assist you a little if we look at that for 
a moment. On the 2nd of March, 
1904, that is not three years ago and 
only two or a little more, you advised 
the Superintendent of Insurance by a 
letter of that date of the substitution 
of the securities in respect of both 
these call loans of the three stocks you 
have spoken of. (This letter was then 
read.) That agrees with your recol- 
lection, of course? A.—Yes, sir. 

Q.—And in respect of the two larger 
of the two call loans you seemed to 
have retained the 4,000 shares of the 
Manufacturers’ Life as collateral se- 
curity? A.—Yes, sir, the two loans 
were put into one. They were amal- 
gamated so that the 4,000 shares 
would be collateral to both. 

Q.—I think that would be so except 
that the letter does not put it so, your 
letter separates it. You say you made 
one loan for $125,000 odd and one loan 
for $11,000 and you do not allocate 
these securities to the different loans? 
A.—They were all put in one hypothe- 
cation. 

Q.—Have you got’ the hypotheca- 
tion? A.—Yes, sir. 

MR. TILLEY: Which date, March 
8rd? 

MR. SHEPLEY: Yes. 

MR. TILLEY: That is put in as an 
exhibit. 

Mr. SHEPLEY: Then the same let- 
ter speaks of the Dominion Coal, I sup- 
pose that is the $240,000? A.—Yes, 
sir. (The portion of the letter was 
then read down to ‘particulars’ of 
which will be given in a few days.’’) 
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Q.—Now this is the hypothecation 
that you speak of, is it? A.—Yes, sir. 

Q.—That is of the $125,000 odd and 
$11,000 odd, in all $138,000 odd? A.— 
Yes, sir. 

Q.—That seems to have been as you 
say the whole of this hypothecation is 
in respect of the loan of $138,000 odd, 
which would be the sum of these two? 
A.—Yes, sir. 

Q.—That is on 1,600 shares of Cana- 
dian Lake. That is 50 shares less than 
you stated to Mr. Fitzgerald? A.— 
Yes, sir, some of the securities were 
increased a little and others dimin- 
ished. ‘That is the number of shares; 
I think the note of hypothecation 
shows that. 

Q.—The note of hypothecation rep- 
resents the transaction as it really 
took place? A.—Yes, sir. 

Q.—Then instead of 1,650 shares you 
ae Lat A.—Yes, sir. 

.—You got 1,650 share i 
stock? A.—Yes, sir. Die 
Q.—You got 8,566 of Vancouver Gas 
instead of 8,250? A.—Yes, sir. 

Q.—Which your letter states? A.— 
Yes, sir. 

Q.—So that there was an increase 
there. The 4,000 shares that is not 
put as collateral. That is put as a 
part of the hypothecation, 4,000 shares 
of the Manufacturers’, that is put in 
with the other stock as part of the 
main security. Not put as collat- 
eral as in your letter. Have you any 
recollection of that? A.—We always 
spoke of it as collateral, we took it as 
additional security. 

Q.—Do you think it is proper to 
your company to loan on your own 
stock? A.—I don’t think it is without 
having other security as collateral. 

Q.—Was your idea that it was a pro- 
per thing to advance money upon the 
security of your own stock? A.— 
Not as collateral, no, I don’t think it 
is, not a straight loan on our own 
stock. 

Q.—Now that the hypothecation is 
here. Then you have an inquiry from 
the Superintendent in regard to these 
companies on the 7th of March. He 
asked you where the head office of the 
Navigation Company was. Under 
what authority it was incorporated, 
and he asked for the same information 
for the other two companies? A.— 
Yes, sir. 

Q.—Perhaps it will be better to 
deal with these as we were giving 
them. To that you gave him the in- 
formation contained in tho letter of 
the 9th of March? A.—Yes, sir. 
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Q.—‘‘Navigation Company is lodged 
in the McKinnon Building and it is 
incorporated by letters patent.’? That 
does not yet tell, does it. You don’t 
know yet what ‘letters patent were 
issued? A.—No, we just satisfied our- 
selves by giving the number of the 
Act, Chapter 15, 2nd Edward VII. 

Q.—We will just turn over to the 
charter of that company. This is the 
charter, and you see it is letters pat- 
ent issued under the General Act, not 
by special Act of Parliament, but let- 
ters patent issued under the General 
Act. I don’t know that that makes 
any difference. It is your recollec- 
tion, your knowledge at that time that 
I am dealing with. It recites the Act 
and it recites certain persons named 
you saw at that time. You saw the 
persons who were the incorporators? 
A.—I don’t know that I took any par- 
ticular notice.. A great many com- 
panies are incorporated by parties that 
have no real interest. 

Q.—You don’t recollect whether that 
was of any interest to your A.—I 
think it was just forwarded to the 
Superintendent. . 

Q.—If you had looked at those names 
would that have had any significance 
to youP A.—I don’t think it had. 
Richardson, Anglin, Cassels. Dow. 

Q.—None of these names that you 
know? A.—No, I don’t know one of 
them. 

Q.—Not to-day you don’t know one 
of them? A.—wNo. 

Q.—And probably you would not 
know then? A.—No, I don’t know 
that I would. I would think that they 
were there with the object of comply- 
ing with the Act by supplying a cer- 
tain number of names, five I believe. 

Q.—You don’t know these gentle- 
men, and their names do not suggést 
any notion to you at allP A.—Only 
what came out in the evidence; I un- 
derstand from that where they were 
located. 

Q.—Can you remember whether at 
that time you made such inquiries 
that enabled you to know that Mac- 
kenzie & Mann had a substantial in- 
terest. i won’t put it any higher than 
that? A.—Well, I knew that. 

Q.—You knew that it was one of the 
Mackenzie & Mann Company. Is that 
saying too much? A.—Yes, that is 
saying too much. J didn’t know that. 

Q.—You knew that Mackenzie & 
Mann and Pellatt had an interest? 
At Yes, BIT 

Q.—What other gentlemen. were 
there that were on your Board? A.— 
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I don’t know any others that were on 
the Board. 


@.—Did you direct your attention to 
that at all? A.—I did not, as a mat- 
ter of fact. It is very hard to get any 
corporation around the city that Mac- 
kenzie & Mann or Pellatt are not in- 
terested in. 

Q.—What I want to get at is was 
your attention called to the fact that 
companies borrowing moneys from the 
Manufacturers’ had the same or a 
large common directorate with your 
company? A.—It was not really con- 
sidered. 


Q.—That was not a matter that at 


all struck you in making your invest- 


ments? A.—No 

Q.—Would you not have considered 
the fact of the same men or the same 
body of men having a seat on the 
Board of Directors? A.—No, I would 
not consider their being interested as 
shareholders. : 

Q.—I said Directors? A.—I would 
not consider that the borrower and 
lender were the same parties. 

Q.—That is not what I am asking 
you. I want to see the mental atti- 
tude of your Board of Directors. Does 
it strike you from any point of view 
that it is objectionable that members 
of your Board should be borrowing 
money from your company? A.—Per- 
haps if you would give me a concrete 
example. 

Q.—No, I will put a general ques- 
tion. I want to get at the attitude of 
your Board of Directors? A.—I will 
take an example, then. The Toronto 


’ Street Railway: I would consider we 


would be quite justified in buying 
their bonds or lending on their bonds 
although Mackenzie and Mann and 
even Pellatt were on their Board. I 
would not consider for a moment that 
it was illegal but that it was entirely 
correct. 

Q.—Is it because it is Mackenzie & 
Mann and Pellatt or is it the general 
principle? A.—I mean the fact that 
they were also Directors of the Toron- 
to Street Railway and the Manufac- 
turers’ Life. 

Q.—Is that from any personality in 
the gentlemen? A.—No. 

Q. ~ You had adopted the general 
principle that it is not objectionable 
so far as you can see that there should 
be common Boards controlling the sale 
on the one hand and the purchase on 
the other. You do not consider that 
objectionable, is that right? A.—That 
is not putting it exactly as 
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Q.—That is putting it as I think I 
put it before. 

JUDGE MacTAVISH: Would you 
like to put it in a different way? A.— 
I would like to have the question put 
again. 

(Reporter reads above question.) 

Q.—You understand the question, 
Mr. Junkin. What do you say to 
that? A.—If the parties absolutely 


control the sale and purchase on both - 


sides it might be considered as not 
exactly correct, although in my opin- 
ion even then there is nothing neces- 
sarily wrong about it. The invest- 
ment is a good one. 


Q.—You see I am not speaking about 
the character of the investment as an 
investment. I am speaking about the 
transaction by which assets passed 
from one body of shareholders to an- 
other? A.—In my opinion there is no- 
thing necessarily wrong about it. 

Q.—That is hardly the question. 
The thing may be perfectly fair, it 
may be a good transaction for the 
benefit of both sides. I am asking you 
as to the general principle covering 
such matters. I want to see whether 
that principle appeals to you as a 
Board as a proper principle to be ob- 
served in connection with commercial 
dealings? A.—To-day I would take a 
good investment no matter who owned 
it for the Manufacturers’ Life. 

Q.—A good investment for your- 
selves, perhaps? A.—If the company 
got it cheaper than from any other 
person and if it was placed before the 
Board. 

Q.—You are introducing an element. 
I don’t want you to deal with the 
safety of the company. I don’t want 
you to deal with the question of 
whether the security is good? A.— 
Tt is an ethical question. 

Q.—Treat it so; there ought to be 
ethics in business? A.—Yes, sir. 

Q—Treat it, then, as an ethical 
question? A.—I would buy an invest- 
ment again, no matter from whom I 
would buy it in the lowest market. 

Q.—And if you were selling you 
would sell it in the highest market? 
A.—Yes, sir. 

Q.—Can you see any conflict in a 
man buying and a man selling under 
the circumstances? A.—It might 


arise. 
Q.—Does it not necessarily arise as 
a matter of principle. You don’t 


wish to go that far Mr. Junkin? A. 
—I don’t think it necessarily arises. 

Q.—Very well, at all events that has 
not been a guiding principle in the 
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transactions that you have put through 
for the Manufacturers’ Life? A.—No 
not absolutely. 

Q.—Well has it at all? 
sir to a certain extent. 

Q.—Well what do you mean, don’t 
you mean just what you told me a 
while ago where you are making a 
good investment you don’t care who 
you are dealing with? A.—That is 
about it, that way. 

Q.—Have the personality of Mac- 
kenzie and Mann any bearing on the 
value of the securities? A.—From all 
companies where their experience, 
their genius for management, for fi- 
nance is exerted I think it has a good 
deal: to do with the success of a com- 
pany, many of the institutions they 
are connected with. 


Q.—And therefore with a market- 
able value of their securities? A.— 
Yes sir. 

Q.—Therefor if, I think you said to 
my learned friend yesterday, if it had 
not been Mackenzie and Mann you 
would not have made the same efforts 
to get them on the Board or you would 
not have had the same willingness to 
accept the transaction. That is right? 
A.—Unless it was some other gentle- 
man as strong. 

Q.—Would you say the same with 
regard to the securities you took over 
on the 8rd of March, 1904? A.—No, 
in that case I went over more from 
the financial statement. 

Q.—We will come to the financial 
statements in a moment. That is 
with the  incorporators? A.—We 
didn’t pay any attention to that. 

Q.—You knew the interest of the 
Directors you have named. Do you 
say you didn’t pay any attention as 
to the personality of the Directors as 
business men? A.—Yes I did as Dir- 
ector. 

Q.—Who suggested the substitution 
of these securities? A.—The borrow- 
ers. 

Q.—That is MacKenzie and MannP 
A. Yessir: 

Q.—Were these the only securities 


A.—Yes 


. they offered you by way of substitu- 


tion? A.—No they gave me a icig 
list of securities, quite a lone 1: 

Q.—Have you that list? A.—No I 
have not. It was presented to me in 
their office. 

Q.—You didn’t preserve that? A. 
—No. 

Q. Didn’t take it away even? A. 
— Nos 

Q.—Presented in their office from a 
large list? A.—Yes sir. 

Q.—These three securities they sug- 
gested? A.—Yes sir. 

Q.—How long did it take you to 


316 ROYAL COMMISSION ON 


16th day, 27th April, 1906. 


make up your mind? A.—Most of 
them were ruled off although they 
were good securities they were not 
technically within the Act. Otherwise 
we were satisfied with the securities 
we had. 

Q.—You wanted to come within the 
Act? <A.—Yes sir. Hate 

Q.—What do you know yourself of 
the securities, about this particular 


company? A.—The Navigation Com- 


pany? 

Q.—The Navigation Company? A.— 
I had the financital statement before 
me which is an Exhibit. 

Q.—Had you that financial state- 
ment at the time? A.—I had not 
ever had it in my possession, the gen- 
eral financial position of the company. 

Q.—Do you remember now what 
that showed? A.—I don’t remember. 

Q.—You don’t remember. Do you 
remember what it showed as to divi- 
dends? A.—I do not. 

Q.-—Did it show anything about 
dividends at allP A.—I don’t think 
they were paying dividends at all. 
My recollection was their assets about 
equalled the liabilities and when I 
put the value st $50 a share, I con- 
sidered it a very conservative valua- 
tion. 

Q.—The assets equalled the liabili- 
tiesP A.—Yes sir. 

Q.—You understood it was not pay- 
ing any dividends? A.—Yes sir. 

Q.—And you took these shares or 
agreed to take these shares fixing sub- 
sequently as I understand you the 
value at 50 cents on the dollar? A.— 
Yes sir. 

Q.—You didn’t at that time look to 
see what their powers wereP You did 
that subsequently didn’t you when 
Mr. Fitzgerald asked for that? A.— 
Yes sir I didn’t pay much attention 
at the time. That was forwarded to 
Mr. Fitzgerald, I knew it was a Navi- 
gation Company and in a general way 
I knew what their powers would be. 

Q.—The Vancouver Gas Company, 
What did you know about that? A. 
—I knew they were to be taken over 
very soon by the Vancouver Electric 
Railway Company. 

Q.—How did you know about that? 
How did you become aware of that? 
A.—Mr. Lukes explained that matter. 

Q.—Who is Mr. Lukes? A.—He is 
in the financial department of Mac- 
Kenzie and Mann Company. 

Q.—In other words too you got that 
from MacKenzie & Mann who was 
offering the security? A.—Yes sir. 

Q.—You learned what? A.—Learn- 
ed that they were to be amalgamated 
or taken over by the Vancouver Elec- 
tric Railway Company. 
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Q.—Did you know in a general way 
too whether MacKenzie and Mann had 
a etary there? A.—I knew they 

ad. 


Q.—What interest? A.—I under- 
stood they were quite large holders. 
Q.—Controllers? A.—I think so. 
Q.—Colonel Pellatt any interest 
thereP A.—No not that I know of. 
Q.—MacKenzie & Mann had a con- 
trolling interest in this particular com- 


‘pany. Did you get a financial state- 


ment about this company? A.—I 
don’t know that I got a printed finan- 
cial statement, I got a statement that 
satisfied me at the time. They satis- 
fied me by the statement. 

Q.—You didn’t get a financial] state- 
ment at least you didn’t send one to 
the Superintendent? A.—No there 
was no financial statement printed. 

Q.—What inquiries did you make? 
A.—One inquiry was after the value 
of the stock. That it would be taken 
over by the new company. I under- 
stood it was to be taken over at $10 
a share. 

Q.—Shares being how much? A.— 
That would fix it. 

Q.—The par value I want? A.— 
$100 a share. 

Q.—Take the other company, the 
Rolling Stock Company, you have the 
Act of Incorporation of that company P 
A.—Yes, when Mr. Fitzgerald asked 
for it. We hadn’t it at the time. 

Q.—What about MacKenzie and 
Mann so far as that company is con- 
cerned? A.—It is a company, I un- 
derstand, in which they are largely 
interested. 

Q.—What sort of a company is it? 
A.—It is for the purchase and re-leas- 
ing of rolling stock, or for the pur- 
chase and re-sale of rolling stock. 

Q.—Is it a company made as a sort 
of subsidiary company to the Canad- 
ian Northern, do you know? A.—So 
I understand it. 

Q.—Did you understand it so then? 
A.—Yes. 

Q.—What capital did you under- 
stand that company had? A.—Their 
authorized capital is $300,000. I think 
at that time their paid-up capital 
was about—I am just speaking from 
memory—$120,000 I think at that 
time paid in. And they had rolling 
stock for the full amount, which they 
owned outright. 

Q.—They had rolling stock which 
they owned outright? A.—Yes. 

MR. McLAUGHLIN: We have a 
financial statement of that company. 
He cannot be expected to remember 
these details. When he furnishes you 
with the documents he actually had 
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at the time. This is merely a test of 
a man’s memory. 


MR. SHEPLEY: Do you remember 
anything more about that company? 
A.—I remember that it was represent- 
ed to me that it was a company that 
was making good money. 

Q.—Paying dividends? A.—No, 
they were turning the dividends back 
into the company, which made it all 
the stronger. 


Q.—Do you know how old a company 
that was, or did you then? I suppose 
you did not pay attention to that at 
SEN time? A.—No, I don’t think I 

id. 

Q.—But you did understand that 
it owned rolling stock to the amount 
of the paid-up capital? A.—Yes, and 
the rolling stock was comparatively 
new, I understood at the time, and 
therefore in good condition. 

Q.—What were they doing with the 
rolling stock? A.—It was leased to 
the Canadian Northern at a _ lease 
which netted them 20 per cent, I think 
it was, on their capital. 

Q.—20 per cent on their paid-up 
capitalP A.—yYes. 

Q.—But that was not being divided 
among the shareholders, but you say 
going to increase the profits. The 
statement that you got did not show 
any of that did it? A.—TI don’t just re- 
member now what the statement was. 
I have a better recollection of what 
the company was, what. the actual 
facts were. 

Q.—Then we will go on to the other 
transaction. The Department was 
pressing you to get rid of the Dom- 
inion coal. Was there anvther stock 
too? A.—Crow’s Nest Coal. 

Q.—Dominion Coal and Crow’s Nest 
Coal. Now what did you do about 
that? A.—I got a number of the Di- 
rectors together, whom I considered 
most responsible for the purchase of 
it, those who were attending the meet- 
ings most regularly, amounting to ten 
in all, and showed them that they were 
personally responsible for the loss on 
this stock, and got them to agree to 
put up the loss and take the stock off 
the company’s hands at cost. 

Q.—Then to make up the loss, what 
you mean is that you got them to agree 
to take the stock off the company’s 
hands at what it had cost the com- 
pany? A.—Yes. 

Q.—And was the thing finally car- 
ried out in that way? A.—Yes, the 
Directors did that. They formed a 
company to hold the stcck so that they 
would not have to split it up and each 
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man take his share individually. It 
was all kept together. The idea was 
that in time it would come up again, 
and they would come out of the trans- 
action without loss. 


Q.—And did tke money, the actu- 
al cash, get ints the coffers of the 
Manufacturers’ Life? A.—Yes, 
$240,000. 

Q.—In cash? A.—Yes. 

Q.—Did ary of that money come 
from the Manufacturers’ A.—There 
were some loans from the Manufac- 


turers on good securities which came 
within the Act. 


Q.—What loans were there? A.— 
Western Insurance was one I believe. 

Q.—In the first place who borrowed ? 
A.—The Prudential Securities Com- 
pany. 

Q.—What was the Prudential Secur- 
ities Company ? A.—This company 
that was formed to hold the Crow’s 
Nest and Dominion Coal stock. 

Q.—And that company was formed 
by whom? A.—By the ten Directors 
who assumed the loss. 

Q.—That is there were ten Direct- 
ors of the Manufacturers’ Life who 
formed a company called the Pruden- 
tial, with the view of taking this stock 
off the hands of the Manufacturers’ ? 
A.—Yes, they had agreed before they 
formed the company, they had agreed 
to take it off. 

Q.—Then how much money did the 
Manufacturers’ lend to the Pruden- 
tial? A.—I would have to refer toc the 
documents to know that. 

Q.—Where are they? 

MR. McLAUGHLIN: They are put 
in at, Ottawa. The correspondence 
and agreements are there. It was 
about $28,000. 

MR: SHEPLEY: Do you remember 
how much you loaned altogether 
about? A.—I do not sir, but now that 
Mr. McLaughlin mentions the amount, 
it brings it to my memory that it was 
about $28,000. 

Q.—I see a memorandum among the 
Departmental papers; perhaps this 
will help you. ‘Memorandum of 
stocks hypothecated by the Pruden- 
tial Securities Company to the Manu- 
facturers’ Life Insurance Company as 
security for a loan of $28,000.” A.— 
That is correct. ‘‘On Western Assur- 
ance, Royal Loan & Savings Com- 
pany, and Toronto Rails,” all of 
which came within the Act. 

Q.—The margin was pretty narrow 
was it not? A.—yYes, it was narrow. 

Q.—$30,500 was the market value 
according to this statement, and you 
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loaned $28,000 on it. Then where did 
the rest of the $240,000 come from? 
A.—It was put up in cash. 

Q.—The Manufacturers’ had noth- 
ing to do with that? A.—Nothing to 
do with that. 

Q.—Directly or indirectly? A.— 
Directly or indirectly. 

Q.—Have you got the bank books 
here this morning? A.—Yes, with 
regard to that margin, if you will 
permit me I might just remark. 

Q.—This is the Traders’ Bank de- 
posit book, which gives the transac- 
tions of December, 1903, and the item 
on December 28 of deposit $386,443.51, 
is the item in question? A.—Yes. 

Q.—And then this cheque on the 
subsequent page, without any date to 
it, $387,925.77 is the putting it back 
acainr | “A\-~Yes. 

Q.—I put in the bank book and 
cheque together. (Exhibit 63.) Now 
in connection with this alteration in 
the apparent position of things, you 
got certain letters from bankers 
which you sent to the Department at 
Ottawa. Do you remember about 
that? A.—TI do not sir. 

Q.—What bankers are you doing 
business with? A.—The Traders and 
Standard I think at that time. 

Q.—Had you anything to do with 
the Union? A.—Yes. 

Q.—Well, were there three banks 
or two? A.—I don’t know just when 
we began with the Union. I am not 
sure just as to the date. 

Q.—You do not remember about ob- 
taining letters from the bankers to 
send to the Department. I suppose 
the bankers were aware of what you 
were doing? A.—I couldn’t say. The 
details were arranged by the clerks 
in the office. 

Q.—I suppose the details were ar- 
ranged by the clerks in the office, but 
not the transaction itself. What do 
you say to that, or can yoy answer 
~1itP A.—No, I could not. 

Q.—I see a letter on the 19th of 
February ;in the Departmental file 
from the General Manager of the 
Traders’ Bank, addressed to you. ‘‘In 
compliance with your request, I beg 
to say, that your company was not 
indebted in any way to this bank 


on the 3lst day of December last, nor 


did we hold at that date any securi- 
ties of your company as collateral 
to any loan current with you.’ Do 
you remember that now? A.—That 
would just be a formal letter, no 
doubt, in response to some inquiry 
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made by Mr. Fitzgerald for such a 
letter. 


Q.—Obtained for the purpose of 
sending to Mr. Fitzgerald? A.—Yes. 

Q.—Obtained for the purpose, is 
it fair to say, of inducing the Insur- 
ance Department to believe that the 
transaction was a real one? A.—No, 
IT don’t think so. I think Mr. Fitz- 
gerald wanted to know if there were 
any other transactions. That is as I 
understand it. 


Q.—You think that was the reason 
that Mr. Fitzgerald was asking, if 
there were any other transactions be- 
sides that? A.—Yes, that is Febru- 
ary 19th, after he had made his ex- 
amination. 


Q.—‘‘Nor did we hold at that date 
any securities of your company as 
collateral.’’ That would apply to 
that, but) ‘the? first. partior tise 
beg to say that your company was not 
indebted in any way to this Bank.’ 
Your company would have been largely 
indebted but for that credit, would it 
not? Which was not a real credit 
you know? A.—I don’t know how the 
bank account stood now. 


Q.—We will just look at that. The 
deposit was $386,000; the balance car- 
ried over is $321,000 odd. A.—On 
December 31st. 

Q:—Yes, that is right, isn’t it) A: 
—Yes. 

Q.—Then if that $386,000 had note 
been there you would have been over- 
drawn? A.—Well, that was MacKen- 
zie & Mann’s cheque. Yes, we would 
have been overdrawn without that. 

Q.—Then you do not say now of 
course. after what you have told my 
learned friend yesterday, you do not 
at all say now that it was a real 
transaction do you? A.—Well, I use 
the same words as 1 did yesterday ; 
the Dominion Coal was a nominal 
sale, the repayment of their loan 1 
consider a real transaction, 

Q.—It was not intended to stay that 
way; MacKenzie & Mann did not in- 
tend it nor did you? A.—No, not 
unless some one objected to it. 

Q.—A mere temporary device, won’t 
you go that far? A.—Well, it was a, 
loan that would not have been re- 
made again had anyone objected to 
it. 

Q.—Why MacKenzie & Mann did 
not give you their cheque until it had 
been arranged that they should get 
it back again? A.—Well, it was only 
arranged with me _ personally; I 
could not control the Board, if the 
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Board objected to that, they could 
not have got the loan back again. 


Q.—Perhaps they would not have 
given you the money if they had had 
any anticipation that the Board would 
have objected? A.—It was the under- 
standing— 


Q.—Please do not tell us that ‘“‘if 
the Board had objected.’’ There was 
no expectation or intention that the 
Board should object, was there? A.— 
No, there was not, but if they had 
they could not have had the loan. 


Q.—Then I would rather you did 
not qualify it. Now did you tell Mr. 
Tilley yesterday, or did he ask you 
whether or not there were any other 
occasions than the two occasions at 
the end of December, 1902, and the 
end of December, 1903, when that sort 
of thing was done? Putting throwgh 
a transaction which had not any real- 
ity in it, for the purpose of altering 
the appearance of your Government 
return? A.—I think those were the 
only two years. 


Q.—You think those were the only 
two? A.—What were the two you 
mentioned ? 


Q.—1902 and 1908. What are you 
going to say to that? A.—I think 
that is correct. 


Q.—Don’t you know whether it is 
or not? That is the sort of thing that 
you would not do without remembering 
one would think? A.—There was.a 
call loan taken up, Mr. Sanderson’s 
call loan, I am not sure whether it was 
one of those years or not. 


Q.—Then as you have told us about 
that I will include that. With the 
exception of the loans that you have 
now mentioned with respect to which 
this device was adopted, are you aware 
of any others? A.—No, I cannot think 
of any others. 

Q.—Would you not know if there 
had been? Wasn’t it an extraordinary 
thing to do, so extraordinary that 
your memory would retain it? A.— 
Yes, I think I would. 

Q.—Then do you say with perfect 
candor that you do not know of any 
other case, or cannot you say that? 
A.—Just let me refresh my memory a 
bit from the documents. 

Q.—Which documents? A.—Some 
papers which Mr. McLaughlin has 
there. 

Q.—What papers are they? Papers 
that I have not seen yet? A.—(Refers 
to documents in Mr. McLaughlin’s 
hands) I think that is quite correct 
sir. 
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Q.—What did you mean when you 
spoke of the Pellatt matter just now? 
As the Pellatt matters wili stand on 
their own footing I do not want to 
take them up at present? A.—Then 
I am safe in saying there were no 
others. 


Q.—Then I will call your attention 
to something that I would like you 
to explain to me if you can. The Ex- 
ecutive Committee seems to have met 
on the 29th of December, 1902. Would 
you attend that Committee? A.— 
Yes. 

Q.—Mr. Pellatt was there, Mr. 
Beatty, Mr. Patterson, Mr. Mason, 
yourself, and the Assistant Secretary, 
and Mr. Ross was in the chair. Now 
I see here statements were presented 
showing bank balances $3,257. What 
is the meaning of that? A.—That 
was the balance in the bank to our 
credit. 


Q.—We have just looked at it on 
the 8lst of December. A Phatiiis 
the combined result of the bank ac- 
counts. 


Q.—So there might be this much 
credit resulting from one transaction 
in the one reduced by overdrafts in 
the others? A.—There might be. 

Q.—Then what call loans were there, 
$83,700? A.—They will appear in the 
statement that we are presenting this 
afternoon, that we hope to present, 
that Mr. Franks is working at now. 
He is presenting a statement of all 
call loans that have ever been made. 

Q.—‘‘Obligations.’’ What would 
that mean? A.—That would mean 
loans on real estate or bonds pur- 
chased, or anything of that kind that 
we had undertaken. 

Q.—But not advanced? A.—Yes, 
well, the loans were under way; while 
the papers were being put through. 

Q.—That you say would cover any- 
thing you had not advanced on secur- 
ities that you had agreed to purchase? 
A.—Yes. 

Q.—Including stock? A.—Yes. 

Q.—Then what is the next item, 
“Standard Bank Loan’’? A.—That 
was a loan that we had from the 
Standard Bank. 

Q.—What for? A.—For payment ot 
any securities that we might have pur- 
chased in advance of having the money 
on hand. Sometimes when a good 
security would come along, even 
though we had not the money on hand, 
we would purchase it, because our in- 
come at that time would be about 
$80,000 a month. 

Q.—What was your arrangement 
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with the Standard Bank, was it in 
writing? A.—yYes, I think it was. 

Q.—I would like to see the agree- 
ment you had. About when would 
that agreement be made. A.—Some- 
time during that year I think. 


Q.—Going back to January of that 
year you had an overdraft in your 
bank balances of $263,000 odd. Then 
that overdraft continues with fluctu- 
ations until we come to the Standard 
Bank loan, so that I suppose will about 
fix the date of your bargain. I have 
it here now on the 14th of March, 
1902; Standard Bank Loan, May Ist, 
$200,000. Is that agreement here? 
A.—TI searcely think it would be. We 
can produce it however. 


Q.—Tell me what it is? A.—Just 
a loan on securities in the regular 
way. 

Q.—l4th March is the date of the 
minute. Were there more than one 
of these documents or a continuing 
one? A.—I think there would prob- 
ably only be one. 


Q.—Do you remember how that 
would be? A.—No, I do not. 

Q.—Then that would seem, from the 
chronological order in which it is ar- 
ranged, to have been something for 
the purpose of wiping out an over- 
draft? A.—Yes, it was to save money 
in our regular bank account in the 
Traders and Union, if we had a bank 
account with the Union at that time. 
On an overdraft they would probably 
be charging us 5 or 5% per cent. or 
whatever they were charging brokers. 

_Q.—Then that $200,000 in its incep- 
tion at all events—we will see what 
its history was afterwards—was a loan 
advanced to you to heal your over- 
drafts? A.—Yes, to save interest. 

Q.—To save interest by healing your 
overdrafts? A.—Yes. 

Q.—Then why do you tell me that 
‘was a sum borrowed to enable you to 
purchase securities? A.—Well, that 
was the cause of our overdrafts, any 
time we had an overdraft, either to 
purchase securities, or to get a higher 
rate of interest in some othér way; 
some of this money we had out bearing 
6 per cent, and we were only paying 
the Standard Bank, if I remember 
rightly, 43. 

Q.—You say that the overdraft had 
been created then in the first instance 
by your, let me call it, over-invest- 
ment? A.—yYes. 

Q.—By your investing in advance of 
your having funds to do so? A.— 

es. 

Q.—In other words you could bor- 
row at 5 or 54 from the bank, do you 
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mean to say, and could lend to ad- 
vantage, invest to advantage. A.~ 
We could borrow at 44 I think. 

Q.—You said 5 or 54 a moment ago? 
A.—Well if I did it was a slip of the 
tongue. 

Q.—And you could invest to ad- 
vantage borrowing at 44? A.—We 
had evidence of that yesterday. Some 
of these call loans were bearing 6 per 
cent, the MacKenzie & Mann loan 
was made at 6 per cent. 

Q.—Take this very instance. Your 
call loans were only $63,000 when you 
borrowed the $200,000 from the bank 
to heal your overdraft. There wasn’t 
any money in that? A:—Well, we 
probably had taken some other securi- 
ties that we thought very favorable. 

Q.—When you had the bank balance 
overdraft of $235,000, your call loans 
were only $63,400. That seems to 
have been a steady amount along there, 
$63,400 of call loans? AY 6s aoun 
remember of one loan now, a large - 
amount, a couple of hundred thousand 
dollars I think to the National Trust 
at 6 per cent, which I think came in 
about that time, and caused our over- 
draft largely. 

Q.—When would that be? A.—The 
books would show, every one of these 
are included in the minutes. ; 

Q.—Is that the first reference to it? 
A.—Yes, at least that would be one 
reference, I should not say the first, 
I am not sure about that. This is 
the date, January 6th, 1902. No that 
would not be the first; that was about 
the time we expected the loan to be 
repaid and we had the opportunity 
of continuing it for a longer time. 

Q.—It was then a loan of $100,000 
only apparently. Just see if this is 
the first reference to that, July 29th, 
01? A.—I couldn’t say that that was 
the first. That was part of it. 

Q.—Just read that and see whether 
that does not look like the commence- 
ment of the transaction. ‘‘Re Sao 
Paulo Bonds. A loan of $50,000 or 
$60,000 on the security of double bonds 
amount of these bonds for a period 
of 4 months at the rate of 6 per cent.”’ 
A.—Yes. 

Q.—It is the dollar mark apparently 
instead of per cent. ‘‘The loan guar- 
anteed by the National Trust Com- 
pany, was approved.’ A. Yes, I re- 
member now. 

Q.—Now the National Trust Com- 
pany, if that entry means what it 
says, offered to borrow $50,000 or $60,- 
000 from you and to deposit as secur- 
ity twice the amount in Sao Paulo 
Bonds? A.—That is exactly what the 
transaction was, clear-cut and precise. 

Q.—And this ‘statement, ‘‘Loan 
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guaranteed by the National Trust 
Company,” the Trust Company was 
borrowing was it not? A.—Yes. 

Q.—Then there wasn’t anything in 
the guarantee, the company was liable 
for it direct? A.—Well it was put in 
that way, that we had their covenant, 
that is really what it meant. 

Q.—Then I suppose you considered, 
or did you, the propriety of dealing 
in that sort of security? A.—Oh yes, 
we considered that quite a legitimate 
security. And the loan we considered 
a very attractive one on account of the 
rate of interest and the high class of 
the securities. 

Q.—Never mind about that, I am 
more interested in finding out what 
your view was, at the moment more 
interested in finding out what your 
view was as to your right to deal in 
that class of security and in that par- 
ticular security P A.—Yes, we con- 
sidered it quite within our powers. 

Q.—Tell me what description in the 
Statute you conceived it to fall under? 
A.—The Statute says we may invest 
in the bonds of a power company char- 
tered in Canada. 

Q.—That is the clause under which 
you put it? A.—And also of a railway 
company, a street railway company 
chartered in Canada, and this was 
both. Both a power company and a 
street railway. 

Q.—And it got its charter where? 
A.—In Canada and all its Directors 
were Canadians. 

Q.—And its operations were carried 
on where? A.—In Sao Paulo. 

Q.—Where is that? A.—In Brazil. 

Q.—Then that was the first thing. 
What did you loan at first, 50 or 60? 
A.—Well the next minute would pro- 
bably show. That was the application 
for the loan. 

Q.—That was approved it says? A. 
—I don’t know which amount was loan- 
ed at that time but the loan was in- 
creased very soon afterwards my recol- 
lection is. 

Q.—Yes, we will get the place where 
it came up to the $100,000. Now here 
is something, just as we go. You ap- 
parently had a bank balance on the 
3rd of September of $1,400 and call 
loan outstanding of $43,000; while the 
next or the same day the Executive 
Committee meeting shows an overdraft 
of $111,000, and call loans being the 
same amount. A.—Well, we may have 
made some large investment on that 
day. It is September the 9th. A 
week afterwards. ; 

Q.—Oh yes, there is a 9 put up 
here; I did not know whether that 
was intended to alter it. Perheps it 

is a week afterwards. Then I have 
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. got down to December and I do not 


find the record of it being increased 
to $100,000. At all events by the 6th 
of January it had been increased to 
$100,000, and having been increased 
to $100,000 the National Trust offered 
to extend it for a year on the security 
of the bonds ‘‘At 80 instead of at 50 
as at present.’? That means to reduce 
the margin? A.—Yes. 

Q.—‘‘And to take a further loan up 
to $75 on the same conditions. This 
offer was accepted.’’ Now that brings 
it to $175,000. You accepted that? 
A.—Yes. 

Q.—And in order to carry that out 
you would have to overdraw your 
bank balance still further, the overdraft 
was then $231,000, you would have to 
overdraw it, as in fact you did because 
at the next meeting it was $263,000 
overdraft? A.—Yes. You see there 
was $175,000, we were counting on the 
return of that $100,000, which probab- 
ly accounted for our over-investment 
and then the $75,000 additional that 
we loaned made the $175,000. 

Q.—But you have told me that this 
over-investment was a matter of policy 
with your company; at least I under- 
stood that what you said meant that, 
that as a matter of financial business 
policy your company deliberately over- 
drew for the purpose of overinvest- 
ing? A.—Oh no, I would not put it 
that way, but it often happened in 
that way, when a very attractive loan 
of this kind came to us we would not 
turn it down because it necessitated 
an overdraft, that is what I mean. 

Q.—But your over-draft seems to 
have been pretty constant upon the 
whole apart from this and besides this, 
until the time came when you borrow- 
ed from the Standard Bank and wiped 
your overdraft out. Had you an agree- 
ment with the National Trust Com- 
pany? A.—We would have the regu- 
lar note of hypothecation. 

Q.—I would like to have that too. 
A.—That no doubt would be returned 
in the usual way after the loan was 
paid off. 

Q.—Then this standard Bank loan, 
had that anything in connection with 
the National Trust borrow? A.—Only 
in that way that it arose out of our 
being short of that $175,000. 

Q.—The transaction with the Na- 
tional Trust Company depleted your 
bank account and the loan from the 
Standard Bank made the Bank ac- 
count good again? <A.—Yes. 

Q.—What did you do with that in- 
debtedness to the Standard Bank when 
you came to make your Governm2at 
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return? A.—There never was any in- 
debtedness to them when we came to 
make the Government returns. 

Q.—How was that? A.—It was al- 
ways paid off before the end of the 
year. 

Q.—And what was done with it at 
the beginning of the year again? A.— 
Well, I don’t know. These records will 
show exactly, that is if it ran over the 
year. 

Q.—If these records will show exact- 
ly I would like to see it. That is what 
we were told by Mr. McLaughlin a 
little while ago, and so far as we have 
seen the records do not show. On the 
29th of December, ’02, the Standard 
Bank loan was $149,000. So that at 
the last meeting of the year that was 
the result, $149,000 was what you had 
borrowed from the Standard Bank? 
A.—Well, that was the last meeting 
of the year but it was not the last day 
of the year. 

Q.—It was $150,000 on the 5th of 
January. Now what did you do with 
it in the meantime? A.—Well it is 
quite likely we took up the loan at the 
end of the year. 

Q.—So that it would not appear in 
the Government return? A.—Largely. 

Q.—That would be the reasonP A.— 
Yes. 

Q.—Now I want you to show me the 
transaction by which that was brought 
about, what the device was you made 
use of P A.—Well, no device would be 
necessary, on account of the other 
transactions that you have just dealt 
with we would be in funds to take it 
up in the regular way. 

Q.—What do you mean by that? 
Show me a cheque for $149,000 there; 
tell me as nearly as you can recollect 
about how that was done? A.—I have 
no recollection of the actual facts. The 
way I would suppose it would be done 
would be when we were put in funds 
by these other transactions that have 
been dealt with alresdy and had funds 
in the Traders Bank, that the other 
would be chequed out and the loan 
closed up. 

Q.—And then borrowed back again 
after the Ist of January? A.—Yes, if 
He were needed. | 

Q.—Let me have no mistake about 
it, Mr. Junkin; you say that was 
largely done for the purpose of sup- 
pressing the transaction in the Gov- 
' ernment return? A.—Which? The 
taking up of the loan? 

Q.—Yes, the taking up and renew- 
ing? A.—No, I think. I had better 
correct that. 
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Q.—That is what you did say; you 
are perfectly at liberty to correct it. 
What other object was there? A.—One 
would be to save interest. If we had 
the funds in the Traders Bank it would 
be unnecessary for us to continue the 
other loan even for a day, if it is 3 
or 4 days interest on a considerable 
amount. 

Q.—There does not seem to be any 
record in the minutes about it at all. 
Do you think you did go through the 
form of giving a cheque for it at all? 
A.—Oh yes, I think it is quite possible 
we did. As a matter of fact we were 
paying them cheques on account of it 
whenever we had funds on hand; to 
save interest we gave them cheques on 
account, so that the amount was al- 
ways varying. 

Q.—It was $149,000 on the 29th of 
December; on the 5th of January it is 
$150,000, and there is nothing in your 
minutes on either occasion that indi- 
eates anything at all having been 
done; there is nothing to indicate that 
you took any such course as you sug- 
gest P A.—Well there would be no 
minute necessary for paying it off. 

Q.—There would be a minute neces- 
sary for borrowing it again? A.— 
There might be a minute necessary for 
borrowing unless we considered the 
original authorization was _ sufficient 
authority. 

Q.—We will have the bank deposit 
book here? A.—Yes, we will ret them. 

Q.—And we will see whether any- 
thing of that sort took place? I sup- 
pose it goes without saying that as an 
indebtedness if it existed then it ought 
to have been shown in the Government 
returns? A.—I am quite satisfied there 
was no indebtedness at all. Every- 
thing with the Standard Bank was 
quite correct; it was just a usual loan, 
accommodation which we had from 
them and it was paid off at any time 
we had funds. 


Q.—Now it was suggested by the 
Solicitor for your company a moment 
ago that it would appear in the ad- 
justment of the bank balances. That 
is impossible is it not? In the Govern- 
ment return I mean. Just look at it. 
A..—It would appear if it were paid 
off. 


Q.—It is not possible that it appears 
there by any adjustment of the items 
or by way of adjustment? A.—wNo. 


Q.—That is what I am asking. 
Then either you paid it off intend- 
ing to take it on again, for the pur- 
pose of keeping it out of these re- 
turns, or else yov kept it out of these 
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returns without doing so, one or the 
other? A.—I don’t think we did in- 
tend taking it on; I think we ex- 
pected that $100,000 from the Na- 
tional Trust to come in early in the 
year and that it would not be neces- 
sary. 

Q.—That would seem to be a year 
before. How long did the National 
Trust loan continue? A.—It con- 
tinued for a couple of years in all I 
think. 

Q.—We will see whether the Na- 
tional Trust got another extension. 
The date of the extension was the 6th. 
This was extended for a year from 
the 6th of January; we will see 
whether there is anything about it 
then. 'On the 12th of January I see 
nothing about the National Trust. 


MR. McLAUGHLIN: This is the 
minute of that call loan on the 5th 
of January, 1903. ‘‘Call loan from 
the Standard Bank for $150,000.’ A. 
—Yes, you see we were expecting 
$100,000 from the National Trust on 
the 5th of January. 


MR. SHEPLEY: I am looking for 
a memorandum of any extension of 
that National Trust. That would ap- 
pear here would it not? A.—Yes, but 
that would not apply to this particu- 
lar matter. 

Q.—I thought you said you were 
expecting that money, that $175,000 
from the National Trust; was I wrong 
in thinking you said that? A.—No, 
that was right at this time. 

Q.—Then if you were expecting it 
and did not get it there would be a 
minute about it would there not? A. 
—Well didn’t we read a minute a 
while ago? 

Q.—You read a minute of the year 
before that. This was a loan for 
another year? A.—What is the date 
of that minute? 


MR. McLAUGHLIN: January 5th, 
1903. What is this about that you 
want in the minute? A.—The Na- 
tional Trust loan. 

Q.—This is the call loan to the 
Standard Bank. A.—It was due at 
that time, that is what I want to 
find out. 


MR. SHEPLEY: If this minute of 
the 6th of January, 1902, is correct 
it was falling due. A.—Well, that is 
exactly correct. 


Q.—Then if it fell due and was not 


paid there would be a minute about 
it would there not? A.—Well, isn’t 
that the minute, sir? 


Manufacturers’ Life (Junkin Ex’d) 


Q.—No, that is the year before. 
You have got to come a year down 
from then. That is you have to come 
to January, 1903, don’t you see that? 
Now I want you to show me on or 
about the 6th of January, 1903, any 
minute with regard to the National 
Trust loan? A.—yYes, I see. 

Q.—Well now Mr. Mclaughlin 
points out in the minute book, this 
is on what date? 

MR. McLAUGHLIN: January 5th, 
1903. 

MR. SHEPLEY: This minute is, 
‘Call loan from the Standard Bank, 
$150.000 at 6 per gent. on the securi- 
ty of bonds and debentures, was ap- 
proved.”’ So that would indicate that 
you were right that the $150,000 was 
repaid at the end of the year and 
taken on again at the beginning of 
the year? A.—Yes. 

Q.—And it bore interest at 6 per 
cent. as the minutes state? A.—Yes, 
they had raised the rate on us. 

Q.—So you were paying 6 per cent. 
to the Standard Bank. There wasn’t 
much money in that was there? A.— 
No. When we got the loan first it 
was not six. 

Q.—How long did that loan run 
after this 5th of January, 1903? A. 
—The minutes would show. 

Q.—It is difficult to find it in the 
minutes? A.—Well, after that all the 
bank accounts were treated the same, 
the Standard Bank and the others 
I think were all put in together. It 
seems to disappear here. On Janu- 
ary 19th—that would be after the Na- 
tional Trust paid off their loan, that 
was a very short loan, of very short 
duration. 


Q.—That is the call loan from the 
Standard Bank was of very short 
duration, you paid that off when the 
National Trust company paid off 
theirs? A.—Yes. 

Q.—We can get that all put in order 
when the books are here? A.—Yes, 
we can clear it up. 


Q.—Then I will leave that for the 
present and come back to a subject 
I was asking you about before, namely 
the Imperial Rolling Stock balance 
sheet. This is the balance sheet that 
you spoke of which you saw and which 
satisfied you that the investment was 
a good one? A.—I am not sure that 
I saw this. These were furnished af- 
terwards for the purpose of forward- 
ing to Ottawa. 

Q.—No, no, these were furnished 
by MacKenzie & Mann to you upon 
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your request. This was put in yester- 
dayn.. A.—Yes, 

Q.—Then let us just look at it; I 
suppose that has a significance to your 
mind, as you have examined it? What 
is the meaning of all that array of 
figures with regard to the affairs of 
this company? A.—Well, the $300,000 
was the capital stock. This $1,330,000 
was bonds for the purchase of rolling 
stock, issued by this Imperial Rolling 
Stock Company; for the purchase of 
that amount of rolling stock or at 
least a larger amount of rolling stock 
than that. They issued bonds to the 
extent of 75 per cent.; when they 
bought Rolling Stock they would issue 
bonds and sell them for 75 per cent. 
of the cost price of the Rolling Stock. 
Those bonds amounted to $1,330,000 
less $€0.000 of these bonds that had 
already been retired. That is Series 
A Bonds. Then a second lot of Roll- 
ing stock was bought, series B., 
$350,000, and the accrued interest on 
the series A bonds at the time was 
$10,000, and on series B., $7,000. in 
round numbers $17,000, which made a 
total liability including the capital 
stock of $1,938,024.43. 

Q.—Now that $300,000 of capital 
stock in order to be properly there 
must have all been all paid up of 
course. It could not be a liability 
for $300,000 of capital stock unless 
$300.000 of capital stock had been 
paid?+,-A No. 

Q.—Then you take it that that indi- 
cates that the capital stock had been 
fully paid up to the extent of $300,- 
000? A.—Yes, that is the meaning of 
that statement. 


Q.—And that is the meaning you 
would take from it when you examin- 
ed it for the purpose of seeing whether 
you would take this investment or 
not? A.—Yes. 


Q.—Now come to the other side; we 
know what the liabilities are said to 
be; what are the assets? A.—The 
assets were Rolling Stock. The first 
purchase of Rolling Stock, $1,280,782. 
and series B., $357,291. 


Q.—That does not say anything 
about Rolling Stock you know. It 
said, ‘‘Canadian Northern Railway 
Company Agreement A.” and ‘‘Cana- 
dian Northern Agreement B.’”’ What 
does that mean? A.—TI will endeavour 
to explain that. When the Rolling 
Stock Company purchases rolling stock 
they generally lease it to some railway 
on a ten years’ lease to be paid in 10 
annual instalments; the rent of the 
rolling stock really pays for it during 
the 10 years as well as paying the in- 
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terest. It pays for the rolling stock 
outright, so that at the end of the 10 
years the rolling stock becomes the 
property of the Railway Company. 
Q.—Then what does it mean when 
it classes the Canadian Northern Rail- 
way Company Agreement under the 
head of assets, does it mean that that 
is rolling stock? A.—That rolling 
stock still belengs to the company un- 
til the last dollar is paid on it. 
Q.—What are those figures? A.— 


“That is the value of that agreement. 


They purchase, we will take round 
numbers for example 

Q.—That is the value of that agree- 
ment, that is what the Canadian 
Northern Railway Company has to 
pay? A.—yYes, that is the interest 
that the Rolling Stock Company still 
holds in that Rolling Stock. It may 
have been out a year or two years and 
the Railway Company have already 
paid certain instalments on it. Now 
the value of the remaining instal- 
ments on that Rolling Stock to the 
Rolling Stock Company is $1,180,000. 


Q.—Now has that asset, the Cana- 
dian Northern Railway Company — 
Agreement A., anything to do with 
any of these bonds that are the lia- 
bility? Manifestly not if what you 
have told me is correct? A.—Which 
bonds? 


Q.—These mortgage bonds which are 
classed under the head of liability? 
Ai-—-Yes. 


Q.—What had it to do? A.—The 
Rolling Stock Company owning, we 
will take round numbers, owning say 
two millions of rolling stock, they 
would naturally issue bonds on that 
rolling stock and sell those bonds to 
any investor that wanted them. Those 
bonds are a first mortgage on the roll- 
ing stock. 


Q.—Now what I wanted to know is 
this, is the present value, I think is 
the expression you used, to the Rolling ° 
Stock Company under this first asset, 
which you have told me appears to be 
$1,280,000 odd, has that present value 
any relation to the mortgage bonds? 


A.—Oh yes. 


Q.—What relation has it? A 
The mortgage bonds set out the details 
of the purchase or lease, whichever it 
might be called, to the Railway Com- 
pany. The full details of this agree- 
ment are included in the bond that is 
issued for the public to invest in and 
becomes part of the mortgage, so that 
the purchaser of these Rolling Stock 
Bonds has not only the covenant of the 
Rolling Stock Company but the cove- 
nant of the Railway Company as well, 
because the Railway Company have 
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covenanted to pay for those in 10 an- 
nual instalments. 

Q.—To pay what for them, their 
valueP A.—Yes. 

Q.—Or to pay the amount of the 
bonds, which? A.—The Railway Com- 
pany covenant to pay the full value. 

Q.—And who pays the bonds? A. 
—The Rolling Stock Company is first 
and primarily responsible for the bonds 
but the Railway Company is also a 
party to the bonds. 

Q.—Primarily the company is? A. 
—Yes. 

Q.—And then when the bonds are 
paid the Rolling Stock Company is en- 
titled to whatever is over, subject to its 
agreement with the Railway Com- 
pany? A.—yYes. . 

Q.—Now if you will observe that 
$1,280,732.77 is the exact sum of the 
principal of those bonds plus the inter- 
est due upon them? A.—Yes. 


Q.—And the second asset is the pre- 


cise amount of the series B. bonds plus - 


the interest due upon those. You see 


thatP A.—Yes. 

Q.—How does that tally with what 
you have just told me? <A.—Well I 
think that holds together. 

Q.—Now does not that mean that 
they are putting here as an asset the 
obligation of the Canadian Northern 
Company to pay off those bonds; they 
are putting the bonds themselves upon 
the one side as a liability and they are 
showing as an asset the obligation of 
the Canadian Northern to pay them 
off? A.—I don’t think so. The ob- 
ligation is being fulfilled as it goes on 
and has already been written off, for 
instance here, ‘‘Less retired $60,000.”’ 
The Railway Company has already 
paid in evidently $60,000 and_ that 
amount has been paid on these bonds. 
The original issue of bonds was the 
$1,280,000. 

Q.—And the Railway Company are 
to pay off that $1,280,000 and interest 
and when it has done that it will own 
those assets? A.—Yes. 

Q.—In other words when the Rail- 
way Company pays $1,280,000 it will 
own all the rolling stock covered by 
the first mortgage bondsP A.—Yes. 

Q.—Then is it not just as I have 
said, the obligation of the Rolling 
Stock Company to pay those bonds is 
put as a liability and the obligation 
of the Canadian Northern to pay them 
is put as an asset in this balance sheet ; 
isn’t that so? Treating these figures, 
because I want to get the significance 
of them, isn’t that what it means? 
A.—Not exactly; the asset is the roll- 
ing stock itself. 
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Q.—But the rolling stock is not worth 
exactly the sum of the principal and 
interest? A.—It ought to be. 

Q.—It ought to be worth more from 
what you tell me? A.—If this agree- 
ment is correct it would not be right 
for them to consider as an asset the 
whole rolling stock. 

Q.—Certainly not. A.—Because the 
railway company have fulfilled part of 
their obligation. 

Q.—Certainly; that is just what I 
am saying to you. A.—But in* the 
meantime the Rolling Stock Company 
retains the rolling stock as its assets 
and property until the last dollar is 
paid. 

Q.—That is what I am saying to 
you; that asset is the obligation of the 
Canadian Northern to pay off those 
bonds, otherwise it is not an asset at 
ey A.—Yes, plus the property it- 
self, 

Q.—But the rolling stock will not 
belong to them after the bonds are 
paid off? A.—No, but they have it as 
security in the meantime. 

Q.—Then the asset is the obligation 
of the company to pay? A.—I take 
exception to that; that is not my re- 
ply. 
Q.—Then I do not want it if it is 
not, certainly. A.—The asset is the 
rolling stock itself plus the obligation 
of the railway company to pay the 
balance on that rolling stock. I think 
that is correct. 


MR. McLAUGHLIN: I can produce 
the original mortgages between the 
Imperial Rolling Stock Company. and 
the National Trust Company covering 
the issue of these bonds. 


MR. SHEPLEY: I do not want to 
get anything down that your mind does 
not assent to, by any means. It would 
not be right, and I do not want it. 
A.—No, I do not believe you do, Mr. 
Shepley. 

Q.—I am trying to get you to look at 
it as a matter of figures. This is a 
balance sheet which gives a certain 
amount of liability on one hand, and 
assets on the other? A.—Yes. 


Q.—And you see that a certain par- 
ticular item of liability on the one 
hand is precisely the same as a certain 
other item called an asset on the other 
side? A.—Yes. 

Q.—The liability is undoubtedly a 
liability to pay those bonds and inter- 
est is it not, for the full amount, the 
liability of the Rolling Stock Com- 
pany? A.—yYes, less what has already 
been paid. 

Q.—I am pointing you to the bal- 
ance, $1,270,000 plusthe interest. Now 
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the asset is the right to have someone 
else pay them? A.—Backed up by the 
property itself. 

Q.—Yes, backed up by the property 
as security? A.—Allow me to state it 
in another way, and I think I can 
make it clear. Take a first mortgage 
on real estate, if you will allow me. 
The asset in that case is not the obli- 
gation of the borrower only, it is the 
obligation of the borrower backed up 
by the real estate that is the security. 

Q.—But all you have a right to get 
out of it is what he owes? A.—Oh, 
certainly. 

Q.—<And all you have a right to get 
out of this asset is the amount that 
the Canadian Northern ought to pay 
for those bondsP A.—Yes. 

Q.—Then we are at one in principle. 
Passing on to other assets, I see here, 
“Rolling stock, series A, $165,000.’’ 
What do you conceive that to mean? 
A.—That is evidently—and I am satis- 
fied on this point—rolling stock that 
belongs outright to the Imperial Roll- 
ing Stock Company which has not been 
re-sold or re-leased, the property of 
the company outright. 

Q.—Which is altogether outside of 
and not covered by the first mortgage 
bonds of either series? A.—Yes, that 
is as I understand it. 

Q.—That is what I should under- 
stand by it, too. Then when you saw 
this asset, of course the solvency of 
the company depends on the existence 
of that asset? A.—Yes. 

Q.—Now what knowledge had you 
with regard to that? A.—Oh, just the 
assurance of Mr. Lukes. ; 

Q,—Had you any assurance except 
seeing it in this statement? A.—Yes, 
I had. I am satisfied I had at the time 
or I would not have taken it. I have 
no distinct recollection of just what 
words took place. 

Q.—I will ask you another question 
before we pass that. The only other 
asset is accounts receivable, $135,000? 
A.—Yes. 

Q.—That is a round sum, what do 
you take that to be? A.—My recol- 
lection of that now is that it was the 
balance of the capital. They put in 
the whole authorized capital as a lia- 
bility, $800,000. It was all subscribed 
for, I believe, and only partially paid 
up; there was a balance of $135,000 
still due on it which was put in here 
as accounts receivable. 

Q.—Then the meaning of it is that 
unless the shareholders are responsible 
and unless there is really rolling stock 
to the extent of $165,000, that com- 
pany is paper? A.—Allow me to deal 
a little further with that item, the 
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balance of $165,000. The $300,000 is 
the authorized capital and my under- 
standing was that the subscribed and 
paid-up capital was $165,000, and this 
$135,000 was not issued, so that the 
stock that was issued was paid up for 
in full, paid in cash, and was repre- 
sented by this $165,000 of rolling stock 
which the company owned outright. 

Q.—Now with a capital of $300,000, 
of course this question of bonds is 
merely a question of property, is it 
not, to any business man? A.—Yes. 

Q.—Then we can exclude that alto- 
gether because the Canadian Northern 
has got to provide for that, and we 
will suppose that it does. A.—No, it 
would not be right to exclude that, be- 
cause the lease 

Q.—I mean to exclude it on hoth 
sides, because they balance each other? 
A.—They balance each other as far as 
the asset is concerned, but not so far 
as the revenue of the company is con- 
cerned. That is a different matter, and 
a very important one as bearing on the 
value of this stock. 

Q.—It increases the force of the con- 
tention that I amtrying to get you to 
yield to. I am assuming that the Cana- 
dian Northern is perfectly solvent, and 
performs its whole obligation, and pays 
every copper of the principal and in- 
terest of those bonds. Then if that 
is so you can eliminate them from both 
sides of the account? A.—Not at all. 

Q.—Why notP A.—Because the 
leasing of this rolling stock to the 
Canadian Northern, which is both a 
lease and a sale at the same time, not 
onfy provides for the payment of prin- 
cipal; of the cost of that rolling stock, 
but a very handsome rental which 
would, as it was represented to me at 
the time, represent a dividend on this 
stock of about 20 per cent. per annum. 

Q.—Then if that is so, that is an 
asset which does not appear in this 
balance sheet anywhere, isn’t that so? 
A.—Well, it is an asset that is not 
yet realized. 

Q.—It is an asset that does not ap- 
pear here; isn’t that so, if your ac- 
count of the other assets is correct? 
A.—Yes, you might put it that way; 
it is an expected revenue, a revenue 
certain in fact which does not appear 
there. 

Q.—You told me, you know, and I 
thought that would be so, but I may be 
quite wrong about it, because I don’t 
know, you told me that you would 
gather from this that when the railway 
company had paid the full principal 
and interest of those bonds the railway 
company would be the owner of the 
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rolling stock? A.—Yes, and in the 
meantime while they are paying for it, 
they are paying a very handsome sum 
to the rolling stock company for rental 
for the use of it. 

Q.—Then that is an asset that ought 
to appear in the balance sheet? A.— 
Yes, where it would appear if at all in 
the value of this stock. 

Q.—Then we will have to revise your 
definition of rolling stock series A as an 
asset? A.—No, not that. This is put 
down merely at its par value, $300,000. 
If I were making out that statement I 
would not have put $300,000 there. I 
would have put $165,000, and I would 
have left out this other item of $135,- 
000 of stock which they expect to take 
up. Then putting the account in that 
way you have an asset here of $165,- 
000. Now the real value of that $165,- 
000 of stock to my mind was probably 
double that amount, because the terms 
of the lease to the Canadian Northern 
are so favorable to the Rolling Stock 
Company that it makes that stock very 
valuable. 

Q.—I understand all that; that just 
tends in the same direction I am put- 
ting it to you. That means that that 
is a valuable asset of the Rolling Stock 
Company, and it would in any proper 
statement of assets and liabilities find 
its place if properly measured, if they 
wanted to show a very favorable state- 
ment. 

Q.—If they wanted to show the fact; 
it is not a capital account, it is assets 
and liabilities. 

MR. McLAUGHLIN: If you are 
paying 5 per cent. on $100,000 on one 
side, and getting 7 on the other, you 
can capitalize the difference. 


MR. SHEPLEY: I would rather you 
did not argue it just now. A.—It in- 


creases the market value of the stock, ~ 


but it would not increase the par 
value. 

Q.—I understand what you mean, 
and I am content with that. We can 
draw our own conclusions about it. 

Q.—Now take the other, the Cana- 
dian Lake and Ocean Navigation Com- 
_ pany. This seems to be what you got 
from Mackenzie & Mann when you 
asked about that? A.—Yes, this is a 
longer statement. 


Q.—A good deal longer. Let us go 
through this. It is arranged differ- 
ently; the assets come first and the 
liabilities second. What is the “‘C.O. 
I.N.’?’ Company stock? A.—That was 
another navigation company. which 
they purchased, 80,000 shares Cana- 
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dian Ocean, Inland Navigation Com- 
pany. 

Q.—80,000 shares of that company 
were purchased by the Navigation 
Company that we are considering? A. 
—Yes, for the sum of $870,000. 

Q.—And that is put in as an asset 
at that sumP <A.—yYes. Then they 
purchased certain steamers. 

Q.—Those were not purchased from 
the old company? A.—No, I believe 
not. New steamers. The A. EK. Ames, 
J. H. Plummer, and the H. M. Pel- 
latt. 

Q.—Good familiar names? A.—Yes. 

Q.—Perhaps some indication of the 
composition of this company. Those 
are put in at $501,000 odd? A.—Yes. 

Q.—Then the C.O.I.N. Company 
capital expenditure account, improve- 
ments to steamers, $12,000. That 
would be in respect of vessels which 
formed part of the property of the 
company whose stock they had pur- 
chased? A.—Yes. 

Q.—What is this item, ““Tnstalments 
on redemption balance $43,000? A.— 
I could not explain that just now. 

Q.—At all events that makes a total 
asset to be added to the other of $55,- 
507. Then there are ‘‘sundry debtors, 
$4,600.”? Then average accounts un- 
adjusted, $13,000. Due_ by Turret 
Crown, $12,800. Due by William Pat- 
terson Company, Limited, $9,000; Due 
by ‘‘William Patterson and or William 
Patterson, Limited, subject to adjust- 
ment, $48,000. Making a total assets 
of $1,515,000 is near enough for our 
purposes. Then the liabilities? — 
The first is a loan on those three steam- 


meno: the first is the capital 
stock? A.—Yes, $1,216,000. 
Q.—Then a loan on the three steam- 
ers,. $220,000. Due to sundry credit- 
ors, $25,000. Due to Bank of Scot- 
land, $2,000. Canadian Bank of Com- 
merce, $21,000. Guarantee and Trusts 
Society, $10,000. Operating account, 
$12,000. Leaving a Profit and Loss 
account, an accretion to Profit and 
Loss account of $8,000. Now a 
ot a very large net earning on - 
ital of $1.216,000? A.—Well, I under- 
stand they are turning in most of their 
earnings into plant and improvement 
of plant, and putting everything in 
first-class condition. j 
Q.—Putting it into capital? A.— 
Yes. 
Q.—Apparently these items which are 
being put into capital are items which 
very largely ought to be paid out of 
earnings, ought they not? A.—Well, 
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I understand that a great deal more 
has been spent on steamers and docks 
and one thing and another*then ap- 
pears there. 

(Q.—For instance, the average ac- 
count. Accounts for average in the 
course of the year’s business, that 
ought to come out of the yearly ex- 
penditure, ought it not, in any pro- 
perly regulated company? A.—Well, 
it would depend a good deal on how it 
arose and just what the adjustments 
were. 

Q.—If instead of paying those out of 
expenditure you charged them to cap- 
ital, you charge them to annual income 
and destroy your Profit and Loss ac- 
eretion, don’t you? A.—Yes, you 
would, but if they were making the 
steamers more valuable, in that way it 
is a proper charge to capital account. 

Q.—Then apparently you have a 
Profit and Loss account and an Oper- 
ating account. The Operating account 
for the other Company I suppose that 
is in respect of the steck which is 
owned in the other Company and that 
seems not to be improper at all. Then 
we have a Revenue account for both 
Companies. That at all events was 
the information you had with regard 
to these Companies so far as the writ- 
ings show at the time of the substitut- 
ing of these securities? A.—Yes. 

MR. McLAUGHLIN: I have got the 
Union Bank book and the Standard 
Bank file. 

MR. SHEPLEY: On the 2nd of 
December, 1901, your Company bor- 
rowed or acknowledged to have re- 
ceived from the Standard Bank $228,- 
606.58 on the security of certain de- 
bentures and stocks which are endorsed 
on the back of the hypothecation ? 
A.—That first is the interest notice 
showing the rate of interest to be 4 
per cent or raising it from 4 to 4}. 

OF Then sit sissraisea tovger A+ 
Yes. 

@.—It is raised to 5 per cent in 
May, 1903. Apparently there was only 
one hypothecation covering the whole 
thing. It varied from $200,000; the 
three next notices are $235,000. Then 
in August of 1902 you borrowed an- 
other $100,000. This is the agreement: 
“Tn confirmation of the verbal arrange- 
ment made with your manager I apply 
for a further loan of $100,000, the 
amount to be taken out by cheques 
from time to time in the next few 
days. This to be a further loan on 
the security of the bonds and deben- 
tures belonging to us which you now 
hold. The amount to be on call and 
bear interest at 43 per cent.’’ Then 
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on the 20th August ‘‘We require an 
additional loan of $12,000 which will 
be a further loan on the security of the 
bonds and debentures belonging to us 
and which you hold. This amount to 
be on call and bear interest at 44 per 
cent.’? Then in September they raised 
the interest to 54 and in October, 1902, 
to 6, and on the Ist December you in- 
creased the call loan by another 
$100,000? A.—Yes, in the meantime 
if I remember rightly we had repaid 
sums. The loan was changing accord- 
ing as we had funds. 

Q.—It had got down to $174,000 
and you raised it to $274,000? A.— 
Yes. Then afterwards it was reduced 
to 149. 

Q.—That was on the 26th December 
it was 149,000 as we find in the min- 
utesP A.— Yes. 

Q.—And then on the 2nd January 
it was $150,000?. A.—Yes. That was 
a new loan. 

Q.—On the 8th January you in- 


_creased it by $20,000. On the 2nd 


January there is another hypotheca- 
tion note for $150,000 with certain 
securities endorsed and in April they 
raised your interest. Then you were 
running the loan off and in May it 
had got down to $10,000 and appar- 
ently then it disappeared? A.—Yes. 

Q.—May, 1903? Then we have the 
history of that. You were quite right 
in saying that you went through the 
form of paying off the loan at the end 
of 1902 and making a new borrowing 
on the 2nd January to the same extent 
or a little more? A.—It was more 
than a form. We actually did pay it 
off in cash. 

Q.—Returning to the Rolling Stock . 
Company for a moment. You con- 
ceived the $155,000 to be so to speak 
a present value or a commutation 


' value placed upon the rights that they 


had under their lease over and above 
the payment off of these bonds? A.— 
No, I considered that $165,000 in the 
liabilities as representing 
Q.—In the assets? A.—I considered 
that as representing the actual Roll- 
ing stock owned by the Company. 
Q.—That is what you said first, but 
it agrees exactly with what has been > 
paid on the capital stock? A.—Yes, 
because when they pay in on capital 
stock they buy rolling stock with it. 
Q.—You do not think it has any 
reference to the other asset of which 
you spoke? A.—Oh, no, I was refer- 
ring to an extra. 
Q.—That is an asset which does not 
appear in this statement? A.—Yes. 
(Adjourned to 2 p. m.) 
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AFTERNOON SESSION. 


Resumed at 2 p.m., April 27th, 1906. 
Examination of Mr. Junkin con- 
tinued. 


MR. SHEPLEY: Q.—We will pass 
to another matter. Who customarily 
acted as brokers for your company in 
the purchase and sale ot stock? A.— 
Peilatt & Pellatt. 

Q.—The senior member of that firm 
was the same Pellatt that was your 
Vice-President? A.—Yes. 

Q.—Had you any written contract 
with the Pellatt firm upon the subject 
of buying and selling stocksP A.— 
No. 

Q.—Had you an arrangement with 
them which is noted in any of the min- 
utes of your Board or of any of your 
Committees? A.—No. 

Q.—Who made the arrangement that 
was made with them under which they 
did these transactions? A.—There 
never was any arrangement made. We 
paid them the usual brokerages ac- 
cording to the rules of the Exchange. 

Q.—Who decided what stocks they 
should buy and what stocks they should 
sellP A.—HKither the Board or the 
Finance Committee. 

Mr. Pellatt was a member of the 
Finance Committee as well as of the 


Board? A.—Yes. 
Q.—What was his position in the 
Finance Committee? A.—He was 


Chairman of it. 
Q.—Did you sometimes buy and sell 
to Pellatt & Pellatt? A.—No. 
Q.—You never bought from them? 
A.—No, I don’t think we ever bought 
anything from Pellatt & Pellatt. 


Q.—I think I shall be able to show 
you in your minutes that they have 
offered you blocks of stock for sale 
which you have accepted; however, we 
will pass that over. You think you 
did not either sell or purchase from 
them stocks or from Mr. Pellatt? A.— 
We purchased bonds from them, but 
I do not remember purchasing any 
stocks from them. 

Q.—You make a distinction between 
bonds and stocks? A.—Yes. 

Q.—What about the moneys to fin- 
ance the transactions that Pellatt & 
Pellatt engaged in for you? A.—As 
a usual thing when the company was 
in funds we would sell them the usual 
broker’s note and we would send them 
a cheque. 

Q.-—As a usual thing is that what 
you would do? A.—Yes, when we 
were in funds. 
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Q.—Were you ever in funds? A.— 
Yes, very often, generally. 

Q.—It was a frequent thing you 
were in funds? A.—Yes. 

Q.—Would you say generally? 

Q.—I have been furnished with 
what purports to be a copy of Mr. 
Pellatt’s firm’s account; it commences 
in September, 1901, and it runs down 
to February, 1905; has his firm ceased 
to act for you since then or is this 
just a portion of the account? A.— 
It may be that we have had no deal- 
ings through them since the first of 
the year. 

Q.—Since the first of 1905? A.—I 
have not seen that statement before. 

Q.—It purports to be a copy of the 
_Manufacturers’ account in the books 
of Pellatt & Pellatt; you have had 
transactions with them during 1905, 
of course? A.—Yes. 

Q.—Then this, I should conclude, 
was probably a partial account; in 
the earlier history ot the transactions 
there seems to have been something 
that would corroborate what you have 
just stated, the first transaction of all 


. appears to be a transaction in Toron- 


to Railway; you see that, do you? A. 
—Yes. 

Q.—On the 6th September, 1901, and 
also a transaction in Toronto Electric 
Light? A.—yYes, 25 shares. 

Q.—And again on the 9th Septem- 
ber, 25 shares, a small sum? A.— 
Yes. 

Q.—For which apparently on that 
day getting, I suppose, a brokerage 
note; you paid for the three transac- 
tionsP A.—Yes. 

Q.—Following on, I see that on the 
16th May, 1902, we have a transac- 
tion which reads, ‘‘By cheque, $30,- 
000,” you would have handed them 
your cheque for $30,000, I suppose? 
A.—Yes. 

Q.—And then on the 19th they 
charge you with 500 Canadian Pacific 
and with 255 Cable? A.—Yes. 

Q.—Leaving you indebted to them to 
the extent of $74,968.75, according to 
the account; I suppose you have not 
any independent recollection of the 
transactions? A.—WNo. 

Q.—You do not remember when you 
first commenced to deal in Canadian 
Pacifier) A—No, 

Q.—Or in Cable? A.—No. 

Q.—That remained a debit balance 
fluctuating somewhat, you paying 
sometimes apparently on account, and 
there being another large transaction 
in Cable for you, until on the 13th 
June you balanced that off with a 
cheque? A.—Yes. 
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Q.—Then I see charges running 
through this account for interest, that 
would be on a debit balance you owed 
on his transactions for youP A.—Yes. 

Q.—Then the next balancing does 
not seem to have taken place till the 
lst August? A.—Yes. 

Q.—What was that item? A.—That 
last purchase P 

Q.—Yes? A.—It was evidently a 
sale of 500 shares of C.P.R. and 50 
shares of Commercial Cable, which 
was sold and the proceeds placed to 
the credit of our account. 

Q.—The next balancing as far as this 
account shows after the 13th June was 
on the Ist August, when it was bal- 
anced by his selling some Canadian 
Pacific stock and some Cable stock and 
putting the proceeds to your credit? 
A.—Yes. 

Q.—That seems to have been a tran- 
saction which just resulted in paying 
the interest account in addition to 
what you owed him for advances? A. 
—The interest would be carried down 
to that date, I suppose. 

Q.—Would a cheque pass for the 
difference? A.—This balance carried 
out here is fifty-six thousand, sixty- 
one thousand there, and we paid a 
cheque of five thousand, and the pro- 
ceeds of the sale seems to have been 
$56,101.27. 

Q.—And that seems to have left 
when that was put to your credit just 
the amount of the interest account; it 
is not very important just now? A.— 
I do not understand just exactly how 
ibais. 

Q.—In August he seems to have 
certain large transactions for you, 
leaving you at one time his debtor to 
the extent of $41,000, and that ap- 
parently was also closed by a sale of 
Cable, you see that? A.—Yes. 

Q.—Then we go down to September 
30th, you see there an item ‘‘To 400 
C.P.R.”?? A.—Excuse me for going 
back; I see this was a cheque; that 
is how that comes to balance exactly. 
The transaction was closed by a 
cheque, this $56,102, I did not notice 
these ditto marks, that was a cheque 
to balance off that account. 

Q.—Why is that description put in 
the entry, 500 C. P. R. and 50 Cable; 
what relation has that to your cheque? 
A.—That would be evidently the pur- 
chases that this cheque was consider- 
ed as being payment of. 


Q.—That is the 5uu C. P. R. and 
50 Cable on the 21st and 28th July? 
A.—Yes, in fact they were the only 
purchases since the last settlement, 
that is the idea, it was in final settle- 


6 EDWARD VII., A. 1906 
Manufacturers’ Life (Junkin Ex’d) 


ment and adjusting the account on 
those purchases. 

Q.—There seems to have been inter- 
est entered into as well? A.—Yes. 

Q.—When did you begin, if you did 
begin, to give him security when you 
gave him orders to buy? A.—If we 
did not pay outright for the security 
he was purchasing he would retain 
the whole or part of it until receiv- 
ing our final cheque. 

Q.—Did you ever support the trans- 
action by other securities which you 
had at your disposal, depositing those 
with him? A.—Yes, shortly after 
this date we are dealing with. 

Q.—How long did that course of 
dealing continue—all through, that is 
the course of dealing, giving him se- 
curities, pledging securities to him, 
permitting him to handle those se- 
curities as a means— A.—No, just in 
connection with two transactions. 

Q.—That only happened in the case 
of two transactions? A.—Yes. 

Q.—What transactions were those? 
A.—Dominion Steel and Dominion 
Coal purchase. 

Q.—Are those the purchases in re- 
spect to which the matter that was 
disclosed in the Department took 
place? A.—Originated, yes. 

Q.—Had this purchase of Canadian 
Pacific on the 30th September, 1902, 
anything to do with it? A.—No, I 
believe not. 

Q.—Directly or indirectly? A.— 
What was the amount? 

Q.—400; first perhaps so that we 
may be in a position to appreciate 
what was stated in the Departmental 
records about it we will just refer to 
this; this departmental report com- 
mences, ‘‘In the list of mortgages is 
one made by Mr. Pellatt upon which 
there was due at the end of the year 
$103,300. It is the result of stock 
transactions. It appears that the 
company purchased through Pellatt & 
Pellatt acting in their capacity as 
brokers one thousand shares C.P.R. 
which were paid for by the company 
in instalments—what do you say as 
to that as a statement of fact, is that 
accurate? A.—No. 


Q.—What is the true state of facts 
as to the origin of this transaction? 
A.—Colonel Pellatt as Chairman of 
the Finance Committee at the time 
had referred to the matter of Domin- 
ion Steel stock a number of times as 
in his opinion a very profitable in- 
vestment, stock that had been. sell- 
ing up to about 793 in August of that 
year, and at that time in October was 
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about 60, and in his opinion would 
shortly go back to par again. 

Q.—Was it a dividend paying stock? 
A.—No. 

Q.—Was it a stock you were auth- 
orized to invest in under the statute? 
A.—No. 

Q.—Was it a stock, are you aware, 
that he himself was dealing in in 
July? A.—I could not say July, I 
understood he was a_ stockholder of 
the company to a substantial amount. 

Q.—Did you understand he was 
buying and selling stock of that com- 
pany? A.—For himself? 

Q.—Yes? A.—No, I did not under- 
stand that. 

Q.—Or for any syndicate of which 
he was a member? A.—No, I did 
not understand that. 


Q.—You did not understand, I don’t 
know exactly what word to use, that 
he was investing, re-investing and 
buying and selling the stock as part of 
his business as a stockdealer?P A.—I 
simply understood he was buying and 
selling as a broker for others, for the 
general public, any clients that would 
come to him and give an order in 
the usual way. 


Q.—And you understood him to be 
a large stockholder? A.—Yes, a 
stockholder for a substantial amount, 
I had no idea for what amount. 


Q.—You do not know whether he 
had with those associated with him 
control of the stock or not? A.—No. 


Q.—But you do know these facts, 
he was a stockholder to a substantial 
amount, buying and selling stock for 
others, and you have told us it was 
poate suggested this investment? A. 
—=Y es: 


Q.—Then what? A.—At the begin- 
ning I hesitated about the purchase 
on account of it not being a dividend 
paying stock, but Colonel Pellatt 
seemed so confident of the ultimate 
issue that we finally decided to buy 
it. in fact Colonel Pellatt said, ‘‘I 
will see that the company does not 
make any loss on it,’? or something 
to that effect. 


Q.—He said he would see the com- 
pany did not make any loss on it? 
A.—Yes, he felt so confident of the 
outcome of the transaction. 

Q.—Can you point in this list of 
stocks to that particular item of 
stock, the first stock that was pur- 
chased upon the strength of what 
took place at that meeting? A.—No, 
pong think it will be in that list at, 
all. 
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Q.—Why? A.—Because immediate- 
ly after the purchase it began going 
down, and the usual custom was in 
a case of this kind where we pur- 
chased any stock to report it to the 
next meeting of the Finance Com- 
mittee. 

Q.—What year was that in, 1902? 
A.—Yes, 1902. 

QP rin) + what 
month of October. 


Q.—Can we between us identify it 
in this account of Mr. Pellatt’s—I 
see on the 6th October the first entry 
of that kind is 500 Dominion Steel? 
A.—Yes, that would be it. 

Q.—On the same date 200 Domin- 
ion Steel? A.—Yes, and on the 8th 
300. 

Q.—And on the 10th 300 which is 
marked ‘‘delivered’’—what does that 
mean? A.—That does not seem the 
correct amount, there were only 1,000 
shares altogether. 

Q.—Then it says 300 delivered? A. 
—That would be the same 300; that is 
merely a memorandum, as I under- 
stand it, of delivery. 

Q.—It is not carried out at all? A. 
—No. 

Q.—You are probably right; then it 
does agree, that would be the 1,000 
shares? A.—Yes. 

Q.—500 on 6th, 200 on the 7th and 
300 on the 8th? A.—Yes. 

Q.—And that in addition to what 
you owed: him on the purchase of the 
400 Canadian Pacific left you his deb- 
tors to the extent of $102,000? A.— 
Yes. 

Q.—Then you say the stock com- 
menced to go down, why would not it 
appear in your securities? A.—After 
it began going down we did not report 
it to the Finance Committee, and 
thinking that it would right itself in 
a short time again. 

Q.—Who did not report it? A.— 
Colonel Pellatt and myself. 

Q.—Colonel Pellatt and yourself did 
not report to the Finance Committee 
even the fact that you had purchased? 
A.—No. 

Q.—Is not there a minute of the 
discussion that took place when you 
authorized him to buy? A.—No, as a 
matter of fact it did not come before 
the Finance Committee at all. 

Q.—Where was the proposal made, 
just to you? A.—yYes. I used to drop 
in—Colonel Pellatt as you understand 
it was Chairman of the Finance Com- 
mittee, and I was a member of the 
Finance Committee myself; the Com- 
mittee was only a small one, and 
naturally I would discuss the invest- 


month? A.—The 
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ments almost every day with Colonel 
Pellatt. 

Q.—I can understand you discuss- 
ing investments you had and were 
anxious about, but I cannot understand 
you and he without going to the Fin- 
ance Committee authorizing any trans- 
actions in investments—you had told 
me that he took -his instructions from 
the Finance Committee of which he 
was Chairman—when you met him in 
his office you were not holding a meet- 
ing of the Finance Committee? A.— 
No, but as a matter of fact we often 
do purchase securities trusting to them 
being approved by the Committee 
afterwards. I have gone so far as to 
purchase securities myself that I felt 
absolutely sure would meet with every 
member. 

Q.—Has Pellatt done the same 
thing? A.—No, Pellatt has never 
done that. 

Q.—He never purchased without 
instructions from whom, from you? 
A.—Yes. 

Q.—He would purchase on your 
instructions or after consulting with 
you and without going to the Finance 
Re if he thought proper? A.— 

es. 

piaoae if you thought proper? A. 
—Yes. 

Q.—That is what you did? A.—Yes. 

Q.—On this particular occasion you 
and he had a casual meeting in his 
office, or a meeting brought about in 
some fashion, and came to the con- 
clusion you would buy 1,000 shares of 
Dominion Steel, knowing it was an 
unauthorized investment, 
opinion that it was a good investment 
being his? A.—Yes, all through our 
anxiety to make money for the com- 
pany. 

Q.—We will assume that until the 
contrary is shown you were anxious 
to make money for your company. 
Then upon that he went and expended 
this large sum of money in the pur- 
chase of these shares; was the Domin- 
ion Coal bought the same WAY 0 Nee 
Not just then, iater. 


Q.—At all events he went off with 
such authorization as your conversa- 
tion had given him, without any 
authority from the Finance Com- 
mittee, and he purchased these 1,000 
shares, and he charged the purchase 
money to the account of the company, 
that is right?, A,—yYes. 

Q.—And having done so you of 
course were aware of it? A.—Yes. 

Q.—Did he write you a letter or 
send you a broker’s note or anything 
of that kind? <A.—Yes, he sent us 
the usual broker’s note. 


and the. 
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Q.—That did not find its way before 
the Finance Committee? A.—No. 

Q.—What did you do with itP A. 
—It is in the files of the Company’s 
still 1 presume. 

Q.—At all events you did not bring 
it eee the authorities at all? A. 
NO: 

Q.—Because in the meantime the 
chances for the stock, or the stock 
itself was dropping? A.—Yes. 

Q.—Did you and Mr. Pellatt discuss 
the desirability of keeping that out of 
the minutes for the present? A.— 
After a few days, I don’t know just 
how long, I intimated to Colonel Pel- 
latt that he would have to make his 
statement good and assume the loss 
himself, and he agreed to do so. 

Q.—When would that be? A.—I 
think it was probably two or three 
weeks afterwards. 

Q.—And all the time the stock 
dropping? A.—The stock dropping all 
the time. 

Q.—Did you bring that before the 
Board at all at that time? A.—No.. 

Q.—This is the statement that is 
made in the departmental report. I 
have read you down to the place where 
it states that Pellatt & Pellatt had 
purchased 1,000 shares of C. P. R. 
stock which the Company had paid 
for in instalments, that you say is in- 
correct? A.—Yes. 

Q.—‘‘Pellatt & Pellatt, however hy- 
pothecated the stock in certain banks,”’’ 
ete. (Reads down to ‘‘$101,800’’—is 
that right? A.—The fact that he had 
the thousand shares of C. P. R. is 
right, and that it was hypothecated 
for $101,800, and it came about in 
this way— 

Q.—How did he come to have the 
thousand shares of C. P. R.P A.— 
When we could not pay for this stock 
with the company funds— 

Q.—Which stock? A.—The Steel 
stock after it was purchased, the com- 
pany if my recollection serves me were 
not in funds at the time, and we gave 
him 400 shares of Commercial Cable 
on which to get a loan from the bank 
to carry this Steel stock. 

Q.—When you say we whom do you 
mean, Mr. Junkin and Mr. Pellatt? 
A.—Well, Mr. Junkin you might say, 
myself. 

(.—Was the Board consulted about 
that? A.—No. 

Q.—Pellatt had bought the stock? 
A.—For the company. 

Q.—Upon your instructions or his 
own and yours? A.—And delivered us 
the regular broker’s note and the 
stock. 

Q.—He ‘delivered 300 shares of the 
stock P A.—Before he received” the 
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Cable he delivered it all. He deliver- 
ed the 300 on that particular day, I 
think that was the balance of it, I 
don’t know why that is put in that 
way, but he delivered the whole thous- 
and shares at that time. 

Q.—It seems according to this that 
he delivered the other 700 on the 13th 
October, having received the 200 of 
Cable on the 10th? A.—Then he re- 
ceived 200 more Cable, he received 
400 Cable altogether. 

Q.—He received another 375 of Ca- 
ble on the 18th also? A.—I think 
perhaps he was selling Cable at the 
time, some of that was probably sold. 

Q.—This does not alter the account 
at all, just a note of its being received 
or delivered as the case may be? A.— 
T cannot speak for his books, but my 
recollection is he received 400 share of 
Commercial Cable for the.purpose of 
carrying this Steel stock of the com- 
pany. 

Q.—What was that about the thous- 
and shares of C. P. R. because you 
told me first he had 1,000 shares of 
C. P. R. which he had hypothecated ? 
A.—tLater on to help to improve the 
Steel transaction we decided to buy 
400 Coal to be placed with the same 
account, and in the meantime Colonel 
Pellatt had sold for the company the 
Commercial Cable and paid the com- 
pany for it, and when he sold the 
Cable we gave him C. P. R. to take 
its place, 600 shares of C. P. R. to 
take the place of the Cable, for the 
same purpose, for carrying the Steel. 

Q.—What became of the proceeds 
of the Cable? A.—It was paid. the 
company. 

Q.—Or credited the company? A.— 
Either one, it might possibly be cre- 
dited. 

Q.—Let us see where we find those 
transactions here; in the first place 
vou say he had sold the 400 Cable? 
A.— Yes. 

Q.—And the company had got the 
benefit of that either in account or 
by cashP A.—Yes. 

Q.—And then'you required to sub- 
stitute some other security to improve 
the position of the unauthorized in- 
vestment? A.—Yes. 


Q.—And you gave him 600 shares of 
C. P. R.— A.—Yes, to take the place 
of the Cable, to carry the Steel. 

Q.—When you say to carry the Steel 
what was he to do with it? A.—Tc 
pay for the Steel, I should say in- 
stead of carry the Steel; the Steel 
was in the vaults of the company all 
this time. 

Q.—In the vaults of the Manufac- 
turers’ Company? A.—Yes. 
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Q.—Having been delivered on the 
10th and 13th as you say? A.—yYes., 

Q.—Who was it that authorized the 
sale of the Cable? A.—It was author- 
ized in the regular way by the Board 
just in the usual order of business. 

Q.—Did the Board apart from Mr. 
Pellatt and yourself, know that the 
Cable was there supporting this un- 
authorized transaction? A.—No. 

Q.—The Board just supposed this 
was an ordinary sale of the security 
of the company, the Cable stockP A. 
—So it was, the sale had really noth- 
ing to do, it might have been any 
security that was handed to Pellatt—. 

Q.—They did not know it was stand- 
ing there to support that transaction 
as a matter of factP A.—wNo. 

Q.—That was confined to the bos- 
oms of Mr. Pellatt and yourself? A. 
—The reason we were selling the Ca- 
ble, I might explain there was some 
doubt as to whether it came within 
the Insurance Act. 

Q.—That was the reason. perhaps 
you wanted to buy Dominion Coal? 
A.—No, I have already explained our 
reason for that, it was our- anxiety 
to make money. 

Q.—Your anxiety to make an au- 
thorized investment is counter-bal- 
anced by your anxiety to make an un- 
authorized investment; at all events 
you were quite aware that when you 
purchased the coal or authorized Mr. 
Pellatt to purchase the Coal, keeping 
a knowledge of that transaction to 
your two selves, you were doing what 
the Act did not permit? A.—Yes. 


Q.—And the fact that you bushed 
the transaction with the C. P. R. 
stock was also kept within the know- 
ledge of yourself and Mr. Pellatt I 
supposeP A.—Yes. 


Q.—Show me where the C. P. R. 
comes in, see how long afterwards that 
wasP A.—The first C. P. R. would’ 
come in when the purchase of the Coal 
was made in the meantime, 400 shares 
of Coal were purchased. Here is 175 
Coal, and there is 125 Coal. 

Q.—No; that 175 is the first pur- 
chase of Coal, and then there is 200 
here, on the llth November? A.— 
No, that would not be the same, that 
was a purchase that was made in the 
regular way; it was probably later. 


Q.—There is 100, and there is an- 
other 100; well, none of these trans- 
actions appear in the list of your se- 
curities furnished: to us? A.—The 
Steel and Coal do not, all the others 
do. 


Q.—The Cable and the (1. “iM BR. do? 
A.— Yes. 
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Q.—About how long afterwards was 
it, see if we can find it, was it as late 
as 1903? 

MR. McLAUGHLIN: The Coal was 
purchased March 30th, 1908. 

MR. SHEPLEY: On the 30th 
March, 1903, there is this entry. ‘400 
Coal delivered, and received 400 C. 
Pe Rapp A-ha tae os 

Q.—That was months after the tran- 
saction? A.—Yes, it was bought to 
help the Steel out. 

Q.—It was a long time before that 
that you had sold the Cable, was it 
not—when did you sell the Cable? 

MR. McLAUGHLIN: It was au- 
thorized December 2nd, 1902. 

MR. SHEPLEY: Q.—You sold the 
Cable in December, and you did not 
give him the C. P. R. till March? A. 
—When the Cable was sold we gave 
him 100 C. P. R. to take the place of 
the Cable, and when the Coal was pur- 
chased we gave him 400 C. P. R. to 
take the place of the Coal. 

Q.—That made the whole 1000 C. P. 
RiP VAY es: 

Q.—Then it was true, you say, the 
thousand shares were hypothecated? 
A.—Yes. 

Q.—And they were hypothecated to 
the tune of $101,800? A.—Yes, the 
price of the Steel and Coal. 

Q.—Was that the price of the Steel 
and Coal? A.—Exactly; the account 
I presume will show it here. 

Q.—I am accepting that for the 
present; a bank had loaned $101,800 
to purchase the Coal stock and the 
Steel stock, and they held to secure 
indebtedness so created a thousand 
shares of Canadian Pacific in the re- 
sult? A.—Yes. 

Q.—That was the transaction as it 
stod after the end of March, 1903? 
A.—Yes. 

Q.—When the matter had got into 
that position was there any report 
made to the Board or the Finance 
Committee? A.—No. 


Q.—How long afterwards was it be- 
fore that transaction was brought to 
the knowledge of those for whom the 
transaction had been entered into? 
A.—It.was along about September I 
think. 


Q.—What was the occasion of it 
being brought up or reported? A.— 
In the meantime Coal had started go- 
ing down in the same way that Steel 
had, the loss was getting heavier all 
the time, until finally Colonel Pellatt 
and myself decided that he must ful- 
fiul his pledge originally and take it 
up, assume the loss himself and take 
over the Steel— 
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Q.—You had told him that away 
back in October? A.—Yes. 

Q.—Before you did all this with the 
supplementary stocks, and authorized 
him to buy Coal, you had called a 
halt then? A-=Yes; 

Q.—Why did you not insist upon 
having it done them? A.—It was just 
deferred from time to time, taking 
definite action, thinking that these 
might possibly come back again. 

Q.—It. was the old instinct, you and 
Mr. Pellatt were hoping that these 
stocks would recover? A.—Yes. 

Q.—And in the meantime say noth- 
ing about itP A.—Yes. 

Q.—And in the meantime handing 
over the property of the company to 
be used for the purpose of holding the 
transaction? A.—Yes, and the Steel 
and Coal stocks in our possession in 
the meantime. 

Q.—Without the knowledge of your 
Board? A.—Yes. 

Q.—In September you say you and 
Mr. Pellatt came to the conclusion it 
was about time he did carry out his 
bargain? A.—Yes. 

Q.—What progress did you make 
that year? A.—He said he would do 
so and asked us to make a loan on 
other securities to help him carry the 
matter out. 

Q.—Was anything done that year, 
1908, at all beyond promising? A.— 
Yes, I think so. 

Q.—What was done? A.—He took 
up the Coal and Steel and paid for it, 
and we made him a loan on his pro- 
perty at the Beach valued at $46,000, 
and on the thousand shares of Steel, 
and 400 shares of Coal, and 500 shares 
of Mexican stock, made the amount of 
the exact amount of $101,800 which 
he has since paid off in full with inter- 
est at five per cent. I think that was 
all in October, 1903. 


Q.—On the 14th October, 1903, 
there was a meeting of the Finance 
Committee with Mason in the Chair, 
Wood, Patterson, Beatty and your- 
self present; you made a report which 
commences in this wav: ‘‘The Man- 
aging Director reported that the com- 
pany had purchased through Messrs. 
Pellatt & Pellatt. acting in their ca- 
pacity as brokers, 1.000 shares of C. 
P. R., which had heen naid for in in- 
stalments from time to time, and that 
when the last instalment was made 
the brokers were unable to deliver the 
stock. it heing hvpothecated to cer- 
tain banks. the amonnt required for 
the release of the same heing $101,- 
800’’—was that a true report? A.— 
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Only in essence, the fact that he had 
1,000 shares of our C.P.R. was correct, 
and the fact that he owed us $101,- 
800, that was correct; the rest was 
not really correct. 

Q.—When I asked you a while ago 
when you first made the transaction 
that you and Mr. Pellatt had put 
your heads together to carry out you 
told me that you thought that was in 
September, I suppose you were refer- 
ring to this, were you? A.—Yes sir. 

Q.—There.is not a word about any 
unauthorized dealings with stock, with 
Coal and Steel, was it still concealed 
from the Finance Committee? A.— 
Yes, the fact that Colonel Pellatt was 
assuming the loss which was at that 
time about $75,000, and taking these 
securities back we thought it was not 
necessary to report the matter at all. 


Q.—You thought it was’ not neces- 
sary to report what the transaction 
really had been, and it would do if 
you stated that this had occurred by 
reason of Colonel Pellatt hypothecat- 
ing an authorized investment? A.— 


Yes. 


Q.—Instead of it having arisen as 
it did by virtue of you and he having 
made unauthorized investments? A. 


Yes. 


Q.—Who drew aie resolution, did 
you? A.—I could not say. I gave the 
substance of it, I am responsible for 
it: 

Q.—That $101,800 had to be paid 
of course to get rid of the hypothe- 
cation? A.—Yes. 


Q.—And that hypothecation being 
for the sum which the unauthorized 
stock had cost? A.—yYes. 


Q.—Your resolution for which you 
are responsible goes on to say, 
“Though not in a position to pay cash 
for the release of the said stock Pel- 
latt & Pellatt offered to give the 
company the following security for 
the indebtedness” did you have any 
discussion with Mr. Pellatt as to his 
financial positon at this time? A.— 
It was a period of great financial 
stress, if you will remember, in the 
summer and autumn of that year, and 
money was very scarce with the banks 
and other financial institutions, and 
it was difficult to get loans from any 
source and it was perhaps putting it 
a little too strong in the minute to 
say Colonel Pellatt was not in a finan- 
cial position to pay off the loan, but 
it was certainlv not convenient for 
him as I understood it, it would be 
very inconvenient. ; 
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Q.—Did he give you to understand 
that his own stock transactions had 
been disastrous? A.—He gave me to 
understand he was carrying a great 
many thousand shares of stock for 
various clients, as all large brokers’ 
firms were at that time on which the 
margins had gone down to a very 
small item, and in some cases in fact 
there were no margins at all, where 
the brokers at that time were carry- 
ing stocks in very large amounts for 
clients, where the clients owed them 
large amounts of money. 

Q.—That I can understand, but I 
asked you whether Colonel Pellatt 
stated to you at that time that his 
own transactions, I won’t call them 
speculations, his own transactions in 
stocks had been disastrous? A.—Yes 
I think he gave me to understand that 
some of his transactions had resulted 
as those of his client’s had. 

Q.—He was willing to give you the 
following security, he had certain real 
estate, ete was the value of that, 
about? A.—$46,000. 

Q.—Then he was willing to give you 
security, 1,000 shares of Dominion 
Steel, what ‘thousand shares was that? 
A.—This would be the same thousand, 
which was becoming his property be- 
cause he was taking it off the hands of 
the company. 

Q.—400 shares of Dominion Coal, 
that would be the same 400 shares? A. 
Yes. 

Q.—And 500 shares of Mexican Light 
& Power? A.—Yes. 

- Q.—And his equity in a thousand 
se of the Manufacturers’ Life? A. 
—Yes. 

Q.—That was yourcompany? A.— 
Yes. 

Q.—Your motion goes on: ‘‘It was 
resolved that a mortgage be taken on 
the said property for two years for 
$126,800 at 5 per cent. per annum 
with the above mentioned stocks as col- 
lateral security, as this was considered 
more satisfactory than leaving the 
matter in the present uncertain state.’ 
The amount required to pay was $101,- 
800 according to the first part of the 
resolution, what was the difference of 
$25,000? A.—The difference was the 
loan against the Manufacturers’ Life 
stock, we thought we were improving 
our position by paying off that loan 
of $25,000. 

Q.—Where was that loan? 
Canada Life I believe. 

Q.—The Canada Life had loaned him 
$25,000 on these thousand shares in 
your company, and that you thought 
would be improved by your paying it 
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off? A.—Yes, would improve our se- 
curity. 

Q.—And then you would have the 
first lien upon his? A.—yYes, we con- 
sidered the stock worth $45,000. 

Q.—I understand you to say at that 
meeting the reality of the transaction 
was not disclosed? A.—No. 

Q.—On the 26th Patterson moved— 
I do not see that Mr. Pellatt was 
there—seconded by Mason, That where- 
as the company heretofore (Reads re- 
solution)—that is I suppose just copied 
from your resolution at the previous 
meeting? A.—Yes. 

Q.—Did you draw this resolution 
too? A.—It is really a copy of the 
other. 

Q.—Whereas Pellatt & Pellatt did 
in such capacity as brokers hypothecate 
the said stocks,’’ ete. (Reads) ‘‘Where- 
as the sum of $101,800 is required,’’ 
etc. (Reads) ‘‘And whereas Colonel Pel- 
latt,’’ etc. (Reads down to the words 
‘“‘Repaid by him to the company’’). 
Then comes this mortgage upon his 
Scarboro Beach property, the transfer 
to the company of the thousand shares 
of Steel, 400 shares of Coal, 500 shares 
Mexican, and his equity in a thousand 
Manufacturers’. ‘‘Resolved that this 
company release,’”’ etc. (Reads) (Reads 
down to the words ‘‘The following 
Committee’’). Then there is a foot- 
_ note: ‘‘This action was taken,’’ etc. 
(Reads). Is that letter in the depart- 
mental file, do you know? A.—I don’t 
know. 

Q.—I don’t think it is; did the solli- 
citors prepare this resolution? A.— 
I am not sure about that. 

Q.—Who brought it to the meeting, 
or who sent it to the meeting, did Col- 
onel Pellatt? A.—No, Colonel Pel- 
latt never saw it for several months 
afterwards; I don’t know that he has 
ever seen it yet. 

Q.—Who had arranged this with 
him, you? A.—Yes. 

Q.—Without the intervention of any 
of the other ‘members of the Board? A. 
Yes’ 

Q.—You had arranged it with him 
and you had taken the opinion of the 
solicitor, had you? A.—I think I 
had. 

Q.—What did you want the opinion 
of the solicitor for, it was all you could 
getP A.—Yes. 

Q.—What did you want the opinion 
of the solicitor for? A.—We very 
often consulted them about important 
minutes. 

Q.—Do you remember what you con- 
sulted him for on this particular occa- 
sion, what did you want to know from 
the solicitor? A.—To the legality of 
taking these securities some of which 
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were unauthorized, and for the pay- 
ment already due the company. I re- 
cognized it would not be legal to make 
the loan on those securities in the or- 
dinary way, but here was a debt now 
due the company since Colonel Pellatt 
had assumed these stocks, and it was 
on that point. 


MR. SHEPLEY: It would be con- 
venient to have it understood that the 
minutes are all in. Of course there 
will be a great deal of them we will not 
want to refer to at all, but it will. be 
well to keep them together. 


JUDGE MacTAVISH: These copies 
are supplied by the company. 


MR. SHEPLEY: Q.—The transac- 
tion was carried out in that way, was 
it? A.—Yes. 

Q.—<And I see there was a provision 
by which there could only be a sale 
below par of these collateral stocks by 
the consent of a Committee that was 
named in the resolution? A.—Yes. 

Q.—And there was something too 
about not registering the mortgage? A. 
—Yes, it was to be left to the Commit- 
tee as to whether it would be registered 
or rainy’ 

.-—the property was not pr 
that stood in he ah ales} icine 
stood in Mrs. Pellatt’s name. ; 

Q.—And you say it was valued at 
about $46,000? A.—Yes. 

Q.—When was the transaction finally 
carried out, reduced into the shape of 
a mortgage? A.—Immediately after 
that resolution. 

Se ES the end of the year? A. 
—Yes. 

Q.—And when the Department found 
this mortgage and the peculiar pro- 
vision of it among your*documents an 
explanation was asked the following 
SPring fae (Ac Ves: 

Q.—And you explained to the De- 
partment in the terms of the resolu- 
tion? A.—Yes, I just showed him the 
minute book. 

Q.—You did not tell the Department 
what the real transaction had been 
from the beginning? A.—No. 

Q.—And you never told anybody 
until to-day? A.—Of course it came 
out at Ottawa, when the matter came 
out at Ottawa I explained to some of 
our directors. 

Q.—At that time; of course at Ot- 
tawa the true facts did not come out? 
A.—No. 

Q.—Because we were examining the 
records of the Department? A.—Yes. 

Q.—What has been the history, be- 
cause that is a fair thing to ask, of 
the transaction since the mortgage was 


INSURANCE. 337 


SESSIONAL PAPER No. 66 
16th day, 27th April, 1906. 


given’ A.—The interest has been reg- 
ularly paid, the loan has been paid off 
in instalments. There was $30,000 
paid in 1905, and $25,000 was paid in 
January last, and the balance I think 
in March. e 

Q.—So that it has all now been paid 
off? A.—HEvery dollar with interest. 

Q.—Has it been paid off by raising 
money from you on other securities? 
A.—Not a dollar. 

Q.—It has not been paid off by your 
giving him any of your securities to 
raise it with? A.—None whatever, 
paid by a straight cheque every time. 

Q.—Coming back to your transac- 
tion with Mr. Pellatt, or Mr. Pellatt’s 
firm, you say that there were no occa- 
sions in the course of his brokerage for 
you upon which you gave him a mar- 
gin either in cash or security to deal 
with except these two cases? A.— 
That is all. 

Q.—Dominion Coal or SteelP <A.— 
That is all. 


Q.—I don’t know whether you are 


broker enough to answer the question, 
but that is equivalent to dealing on 
margins, is it not, handing over se- 
curities to be used in purchasing 
stock? A.—No, I don’t think so. Deal- 
ing in margins you are running the 
risk of having your stock sold out if 
you are not able to keep your margins 
good. ; 

Q.—Your transactions through Pel- 
latt & Pellatt apart from the ones we 
have been investigating seem to have 
been very numerous, almost daily I 
was going to say, in the last three 
years? A.—They are our brokers, they 
do almost all our brokerage business, 
that is in stock that is listed and can 
be dealt with on the Exchange; of 
course it has to be bought on the Ex- 
change, and some broker must buy it; 
that is the only way of buying it, and 
even many of the unlisted stocks it is 
the best way of buying. 

Q.—I suppose you would answer me 
as you did this morning if I asked you 
whether it ever occurred to you to 
question the propriety of the Vice- 
President of this Company getting a 
commission on transactions he carried 
through for the company, you would 
answer me perhaps you did not see 
anything wrong about it? A.—If it 
were wrong it would be wrong for our 
agents who were stockholders to take 
commission on the business they sent 
us. 

Q.—There is a difference between a 
stockholder and Vice-President, a paid 
servant; at all events you would give 
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me the same answer you gave this 
morning? A.—Yes, 

Q.—lt never occurred to you to ar- 
gue that out as a matter of propriety? 
A.—No. 

«.—Could you tell me about what the 
commissions on these enormous trans- 
actions running for the last three years 
would amount to? A.—I have not the 
faintest idea. 

Q.—That is the usual commission 
that any broker would charge? A.— 
Yes, they must charge the usual com- 
mission, they are not allowed to make 
any rebates of any kind, they would 
run the risk of being expelled from the 
Exchange. 

Q.—Did you consider at the time 
that the mortgage was given and the 
collateral securities with it in the way 
you have stated in October, 1903, that 
the debt was amply secured? A.—Yes, 
we did. 

Q.—Was not the loss which Colonel 
Pellatt made good on this occasion 
some $79,000? A.—It would be some- 
where between seventy and eighty 
thousand dollars. I never figured it out 
exactly. It would depend on what date 
you took the market value of the 
stocks; it was certainly not less than 
$70,000. 

Q.—Did he make the whole of the 
loss good? A.—Every dollar. 

Q.—You did not help him? A.—No, 
because he practically guaranteed the 
stock at the begining, he acknowledged 
that himself, that he was responsible 
for urging the investment on me. 

Q.—Did Colonel Pellatt make any 
use of the thousand dollars of C.P.R. 
stock which he was not authorized, so 
far as you could authorize him, to 
make use of? A.—None whatever so 
far as I am aware; it was a pledge 
simply for the cost of the Steel and 
Coal, $101,800. 

Q.—Is it true to say that this stock 
had been hypothecated by him with 
certain banks for a purpose other than 
that for which it had been delivered to 
him, in such a way that he could not 
get it back, that is the C.P.R. stock? 
A,—No, they were hypothecated for the 
purposee of paying for the Coal and 
Steel. 

Q.—That was the purpose for which 
you had given them to him? A.—Yes. 

Q.—So that he was doing with them 
what you intended him to do? A.— 
Yes. 

Q.—If you had a right to give him 
those instructions he followed your 
instructions? A.—Yes. 

Q.—And did not misapply? A.—No. 
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Q.—Apart from having agreed with 
you that he would make it good, had 
Mr. Pellatt anything to do with the 
preparation of the resolutions or either 
of them that were submitted to your 
Finance Committee? A.—No, he had 
no idea what the resolutions were; 
what was understood was it was not 
necessary for me to report this pur- 
chase now that he was assuming the 
loss himself. } 

Q.—But he had not anything -to 
do with the actual production of the 
resolutions? A.—Ne. 

Q.—Did he know in what way the 
resolution would direct that to be car- 
ried out, had that been discussed, the 
method by which the thing should be 
carried out, was that discussed be- 
tween you? A.—No, do you mean 
with regard to the loan? 

Q.—The mortgage and collaterals? 
A.—Oh yes. 

Q.—Did he know — you have said 
that you and he agreed together it 
would not as you thought be neces- 
sary now he was assuming the loss to 
state the unauthorized transaction, did 
he know the way in which you were 
going to put it? A.—No, except I 
would not refer to Coal and Steel as 
they were now becoming his property, 
and as they never had been in reality 
the property of the company in the 
sense that they had never been ap- 
proved by the company. 

Q.—Did he know of the form in 
which the resolution was drawn till 
afterwards? A.—No. 

Q.—And how long afterwards? A. 
—I don’t think he knew till it came 
out at Ottawa, in fact I am certain he 
did not. 

MR. BLAKE: If Your Honors 
would allow me, the reason I have 
asked Mr. Shepley to be good enough 
to ask these questions is that I re- 
present Sir Henry Pellatt here, and 
it is true he has done wrong in the 
way that has been presented, but he 
did not do what is mentioned in that 
resolution, and he made all the re- 
paration he could in his power, as he 
undertook to do when these transac- 
tions were entered into by paying the 
whole loss up to the $79,000. 

MR. TILLEY: At the time that the 
Insurance Department at Ottawa dis- 
covered these irregular transactions 
the Prudential Securities Company, 
Limited, was formed? A.—yYes, short- 
ly after. 

Q.—And it was formed just by rea- 
son of the trouble there was with the 
Department? A.—Yes. 

Q.—Have you a copy of the Charter 
of it here? 
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MR. McLAUGHLIN: I understood 
we furnished Mr. Fitzgerald with a 
copy, but if not we can furnish it.. 
It is just the ordinary form. 


MR. TILLEY: Q.—Who were the 
persons that forméd that Company ? 
A.—The ten directors who had become 
responsible for these securities. 

(.—You are speaking now of the 
Dominion Coal and the Crow’s Nest 
Coal? <A.—Yes. 

Q.—I suppose that in the usual way 
that you have spoken of this morning 
the charter was not applied for in the 
names of those parties themselves? 
A.—I think ‘not. 

Q.—That is it would be applied for 
in the names of some persons who 
would be the applicants for incorpor- 
ation, and then they would transfer 
their stock to the persons who were to 
become the permanent shareholders? 
A.—Yes, that is the course that is us- 
ually now pursued in companies. 

Q.—Who were the ten directors that 
became responsible for the transac- 
tionsP A.—Mr. D. D. Mann, S. G. 
Beatty. 

Q. Le Antes MacKenzie, Lloyd Har- 
ris, H. M. Pellatt, J. Mason, E.R. 
Wood, E. J. Lennox, R. L. Patterson 
and J. F. Junkin. 

Q.—Were those the parties? A.— 
Yes. 

Q.—Those were not all the parties 
of the company? A.—No 

Q.—Nor were they the complete 
members of any particular Committee ? 
A.—No, they were the members who 
lived in Toronto principally, with the 
addition of Mr. Harris who lived in 
Brantford. 

Q.—Why did you give the Toronto 
men this preference? A.—Being so 
close to the head office it was felt they 
were the parties who should be most 
conversant with the company’s busi- 
ness, and therefore the responsibility 
for buying these securities rested more 
upon them. 

Q.—It was not then because they 
had actually approved or ratified the 
purchase? A.—I think some one of 
them had been present at some one 
meeting where these securities were 
dealt with, I thing that is the prin- 
ciple we went on. 

Q.—You went through the minutes 
of the meetings where the matter had 
come up, and you got together the 
list of the directors who had at one 
time or another sanctioned the trans- 
action? A.—That is correct. 

Q.—And was there any dispute as 
to liability by any of these parties? 
A.—Well, some of them had a little 
teluctance at the beginning, but they 
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all. came forward in the end and as- 
sumed their full share, that is one- 
tenth. 

Q.—The object then of the incor- 
poration of the company was to take 
care of that particular loss that the 
company was threatened with? A.— 
Yes, entirely. 

Q.—It was not intended, or was it, 
that the company should be a perma- 
nent company to buy and sell stocks 
and securities? A.—No, it was never 
intended as such. 

Q.—It was formed on the same lines 
as the Canadian Securities Company? 
A.—The charter was very much the 
same, it had the power to buy and sell 
securities. 

Q.—And the Canadian Securities 
Company, Limited, was a company 
that the Manufacturers’ Life Insur- 
ance Company was interested in? A. 
—Yes. 

Q.—It was in existence at that’ 
timeP A.—Yes, before that. 

Q:—And it is still in existence? A. 
—Yes. 


Q.—So that you did not want to be 
interested as a company in any other 
company for permanently carrying on 
the business of buying and selling 
stocks, was the transaction that you 
decided on completely covered by the 
agreement you prepared between these 
parties and the Manufacturers’ Life 
Insurance Company of the 7th March 
—that is in this file from Ottawa? A. 
—I do not understand your question. 


Q.—I want to know whether the 
agreement that was prepared and 
signed completely covers the arrange- 
ment that the parties entered into, 
or was there any outside understand- 
ing separate from this agreement? A. 
—No, no outside understanding, only 
we carried it through a little more fa- 
vorably to the Manufacturers’ Life. 

Q.—I will read the agreement first 
and we will see what change you made 
in that that was beneficial to the 
Manufacturers’? A.—TI can tell you 
in a moment; we put up the $100,000 
in cash instead of getting a loan for 
it; the whole $240,000 was practically 
put up in cash, and we got a loan of 
$28,000 from the Manufacturers’ on 
those securities mentioned this morn- 
ing, the Western Assurance, the Royal 
Trust and Toronto Railway. 

Q.—This agreement in the first place 
- recites that the parties were members, 
etc. (Reads page 1 and page 2 down 
to ‘*$240,000’’). By that clause 2 you 
were to transfer to the Securities 
Company the Dominion Coal stock and 
the Mexican Power stock, and the On- 
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tario Electrical Development stock, 
were not youP A.—Yes. 

Q.—Why were those other securities 
brought into the transaction, the Mex- 
ican Power Company stock and the 
Ontario Development stock? A.—They 
were stocks that had been secured as 
a bonus with bonds we purchased, and 
they had not any particular value at 
the time, that is any market value— 

Q.—Let us understand; is this true, 
in both cases as to Mexican Power 
Company stock and the Ontario Elec- 
trical Development Company’s stock? 
A.—Yes. 

Q.—That is to say the company had 
bought bonds of both these companies, 
is that right? A.—Yes. 

Q.—And in connection with the pur- 
chase of bonds the bonds carried a cer- 
tain amount of the common stock? 
A.—Yes. 

Q.—So that the price you paid cov- 
ered the bonds and the common stock ? 
A.—Yes. 

Q.—You could hardly say that would 
not cost you anything, could you? 
A.—No, that would not be quite cor- 
rect. 

Q.—That was the consideration you 
got for the money, both the bonds and 
the stock? A.—Yes. 

Q.—But it stood on your books as 
nothing? A.—Yes. 

Q.—Have you the book here which 
shows how you treated a transaction 
such as that where you bought bonds 
and got common stock as a bonus? 
A.—-Yes, I think so. 

Q.—The first account you produce is 
the account of the Mexican Light & 
Power Company bonds, is this from 
the current ledger or from the closed 
file? A.—This is the current ledger. 

Q.—And that account is still in the 
current ledger because there is some 
of the Mexican bonds on hand in the 
possession of the company? A.—Yes. 

Q.—That account is headed, ‘‘Mex- 
ican Light & Power Company, inter- 
est 5% payable Ist February, half 
yearly, and also on the Ist August, 
bonds bear interest at 5%; bought to 
yield 5% about, and thirty years to 
run,’ and then the particulars are 
set out showing the purchase of the 
bonds in June 5th, 1903; you bought 
at that time about $50,000 of them? 
A:—Yes. 

Q.—That is par value, paying how 
much? A.—$45,000 plus the accured 
interest up to that date. 

Q.—You bought these bonds at 
what? A.—Ninety. 

Q.—They would cost you $45,000, 
and you paid accrued interest up to 
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the time you paid the cash? A.—Yes. 

Q.—Where were the bonds in the 
meantime, were the payments for the 
bonds spread over a certain time, or 
did you not take them up just a the 
time? A.—I don’t know, I have not 
seen that entry. 

Q.—Just look at it? A.—You will 
have to have Mr. Franks to help us 
to explain that. 

Mr. Franks explains to Mr. Tilley. 

Q.—Then Mr. Junkin I see that the 
bonds were paid in four instalments? 
A-—Yes. 

Q.—And they were bought from the 
Central Canada? A.—Yes. 

Q.—And was that on the original 
issue of the bonds, and these instal- 
ments do they show how they were 
payable to the company, or is that 
the way you paid the Central Canada? 
A.—That is the way we paid the Cen- 
tral Canada. 

Q.—By arrangement at the time of 


the purchase? A.—No, we were prob-_ 


ably just paying as we had the money 
convenient. 

Q.—These do not seem to be paid in 
even instalments? A.—No, it seems 
not. 

Q.—But it is suggested that proba- 
bly you had the privilege of pre-pay- 
ing any payments that would become 
due on the bonds? A.—yYes, now that 
Mr. Franks mentions it I remember 
that that was the condition on which 
they were purchased. 

Q.—Payable in instalments and you 
had the right to prepay? A.—Yes. 

Q.—And then you would get the 
benefit of the interest? A.—Yes. 

Q.—How much did you get in stock 
on each bond? A.—70%, that was 
$350 shares. ; 

Q.—That is on every $90 paid you 
would get $37 in stock? A.—On every 
$90 we would get $70 in stock, that 
is 70% of the par. 

Q.—You would get $70 of the com- 
mon stock? A.—Yes. 

Q.—$350 stock on each bond? A.— 
On each $500 bond. 

Q.—The bonds are $500? A.—I am 
not sure, some of them were probably 
$500 and some $100. 

Q.—Where is that stock you got as 
a bonus with these bonds entered in 
this account? A.—I do not see it 
entered at all there, it is generally 
entered as a memorandum at the top 
of the account. 

Q.—Can you show me anywhere in 
the minutes? A.—yYes, I can show 
you that. 

Q.—The date is June 5th. 1903. I 
see on Friday, May 22nd, 1903, that 
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the purchase of the following bonds was 
approved, $50,000, 5% Mexican Light 
& Power Company bonds at 90, with 
a stock bonus of 70%; so that that 
resolution shows the terms you were to 
buy the bonds at? A.—Yes. 

Q.—But there is nothing in this 
account that shows anything about 
the stock? A.—No. 

Q.—Hither the receipt of the stock 
or the handing of the stock out to the 
Prudential Company? A.—wNo. 

Q.—The other side of the account 
shows the bonds you received; where 
is the account for the Ontario Elec- 
trical Development Company bonds? 
A.—(Turns up account). 

Q.—In the same way the Electrical 
Development of Ontario account con- 
tains a record of the bonds pou re- 
ceived, the purchase being made in 
the same month of June, 1903; have 
you the minute of that? A.—(Minute 
produced). 

Q.—‘‘$50,000 of 5 per cent. Electri- 
cal Development Company of Ontario, 
Limited, to be purchased on the best 
terms possible by the managing direc- 
tor’’—there is nothing in that resolu- 
tion that indicates any stock? A.— 
You will find it where the purchase 
was approved. 

Q.—Where is that? A.—We will 
get it for you. 

Q.—You had those bonds in stock 
then from June, 1908, until March, 
1904, when you made the arrangement 
with the Prudential? A.—Yes. 

Q.—Did you show the stock in your 
annual return to the Government as 


one of the assets of the company? A. 
—No. 


Q.—So that there is no record in the 
accounts with respect to these securi- 
ties of any common stock being held 
by the company with them, and there 
is nothing in the annual return to 
show you had any stock? A.—No. 

Q.—How is that? A.—Well, we 
did not consider it as having any value 
at that time, we just merely put in the 
bonds. 


Q.—It had sufficient value to be 
made a term of the sale to the direc- 
tors? A.—Yes, that was in March 
afterwards. 


Q.—That is only three months after- 
wards? A.—But even then we could 
not have placed a figure on it if we 
had been asked to. 

Q.—That is to say it was not quoted 
on the Stock Exchanges then? A.— 
No. 

-Q.—It was not saleable publicly at 
that time, is that what you mean? A. 
—Yes, that is what I mean. 
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Q.—Do you know when the Pruden- 
tial Securities Company sold it? A.— 
It would be along somewhere towards 
the end of 1905, probably about first 
September. 

Q.—What price did the Prudential 
company realize for that stockP, A.— 
I don’t know, but the market quota- 
tions along in 1905 were along about 
65 for the Mexican stock and about 
57 to 60 for the Electrical Develop- 
ment. 

Q.—That is to say the $35,000 com- 
mon stock Mexican Power Company, 
Limited, would realize how much per 
share ? A.—Probably about 60 or 
65. 

Q.—And $45,000 in stock or unauth- 
orized Electrical Development Com- 
pany, Limited, would realize how much 
per share? A.—Probably about 55. 

Q.—So that in 1905 at any rate these 
items were of substantial value? A. 
Yes, 

Q.—I have been asked to ask you 
whether at the time of the purchase of 
the Dominion Coal stock and _ the 
Crow’s Nest stock or either of them 
any protest was made by either direc- 
tor, or any condition attached to the 
purchase as to liability of directors? 
A.—I think not. 

Q.—It was suggested to me that 
some director pointed out that they 
were not authorized and that the dir- 
ectors would have to make good any 
loss, can you say whether that was so? 
A.—I think that is quite likely, I think 
it was so, yes. 

Q.—I am not asking what is likely? 
A.—Yes, at some of the purchases that 
was discussed, I do not know whether 
it was the first or not. 

Q.—At some of the purchases of 
what? A.—Of Dominion Coal. 

Q.—In what year? A.—In 1902 or 
1903. 

Q.—And what do you say was the 
discussion that took place? A.—It 
was just pointed out by one of the dir- 
ectors that the directors were making 
themselves personally liable by buying 
a stock of this kind that was not in- 
cluded in the Insurance Act. 


Q.—Whch one of the directors point- 
ed that out? A.—I could not say. 

Q.—Do I understand that you re- 
member some one director making that 
remark? A.—I remember I think per- 
haps more than one occasion the mat- 
ter was discussed at the Board in that 
way. 

Q.—Do you mean now general dis- 
cussion amongst the parties that were 
interested, amongst the directors or 
the Committee? A.—yYes, it was men- 
tioned in that way that we were per- 
sonally running a considerable— 
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Q.— That is not what I am asking 


-I am asking you whether there was a 


discussion, probably one person men- 
tioning it at one meeting and some dif- 
ferent person at another meeting or 
was this some one person that was on 
the Board or on the Committee that 
kept bringing that to the attention of 
the directors, if it was one person you 
would remember who it was? A.— 
Yes, I do not remember of any single 
individual. 

Q.—You do not remember any person 
on the Board or Committee that took 
any different stand than the others 
took? °‘A.—No. 

Q.—That was the opinion of all, that 
you were dealing with securities and 
carrying on transactions that the com- 
pany might have to look to the direc- 
tors personally to make good any loss? 
A.—Yes. 

Q.—And that was a matter constant- 
ly referred to? A.—I would not say 
constantly, 1 think 1 was referred to 
more than once. 

Q.—And no person disputed that 
proposition? A.—No, in fact the feel 
ing was that although it was not in- 
cluded then in the Insurance Act we 
had reason to believe a bill was going 
to be introduced—perhaps that is put- 
ting it too strong when I say we had 
reason to believe, but we thought it 
would be included in the new bill that 
we were expecting. 

Q.—At that time you were anticipat- 
ing new legislation by the Dominion 
Parliament? A.—Yes. 

Q.—And you thought the securities 
which you were then dealing in might 
become authorized though not then 
authorized? A.—Yes. 

Q.—And you were anticipating that 
by dealing in them before you were 
authorized? A.—Yes, that really ap- 
plied to all these securities that did not 
come within the Act. 

Q.—And you surely cannot say that 
that afforded the reason for carrying 
on that investment in those different 
securities for over a year, away 
through 1902 and 1903? A.—The pro- 
posed legislation dragged along for two 
or three years, it was postponed from 
term to term and session to session ; 
the Government seemed to be too busy 
with other legislation to introduce the 
Act, and as a matter of fact it has 
never been introduced yet, although I 
understand they went so far as to draft 
it. 

Q.—At any rate that was the idea 
of the members of the Board of 
Directors, and you cannot say there 
was any one person that was more 
pronounced than others? A.—No. 
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Q.—This agreement goes on to pro- 
vide by paragraph 3 (Reads para- 
graph 3); was that the clause that 
was changed? A.—Yes, instead of 
making a call loan of $140,000 it was 
only for twenty-eight— 

Q.—The cash that was paid would 
be the difference between that $28,- 
000 and the $140,000, about $112,000, 
and also the $100,000, $212,000? A.— 
If my memory serves me right the 
whole cash was paid in, $240,000, and 
the securities taken up, Crow’s Nest 
Coal and Dominion Coal, and then 
the call loan was made afterwards on 
these three securities I have mentioned. 

Q.—The next paragraph goes on to 
provide (Reads paragraph 4). So that 
the sum and substance of the whole 
situation was that the directors took 
these stocks at the cost price, $240,- 
000, and they formed the Prudential 
Securities Company to carry them. 

Q.—That $240,000 was the cost price 
then of the Crow’s Nest Coal and the 
Dominion Coal? A.—Yes. 

Q.—So that the directors got as a 
present this Mexican light & Power 
stock and the Electrical Development 
stock? A.—No, the Manufacturers’ 
Life received $10,000 stock in the Pru- 
dential in consideration for that. 


Q.—You got the $240,000 cash for 
the Coal and the Crow’s Nest, which 


was the actual cost to the company? 
A.—Yes. 


().—That cleared you, you say for 
the money you had paid out? A.— 
Yes. 


Q.—Did it cover the interest on the 
money you had paid out too? A.— 
Part of it, the interest was received 
in the way of dividends, one dividend 
was received a short time after the 
purchase I think. 


Q.—That is the dividend from the 
Prudential Company you are talking 
about now? A.—No, I am speaking 
of the dividend on the Crow’s Nest 
Coal and the dividend that we received 
soon after the purchase, I think we 
credited the capital account, and after 
that the dividends went as interest, 
so that the company had _ received 
interest in the way of receiving divid- 
ends on these stocks. 


Q.—You do not know how it bal- 
anced? A.—No, but it came out in 
round numbers that it stood the com- 
pany about $240,000. 


Q.—And then the company got $10,- 
000 of the capital stock of the Pruden- 
tial Securities Company Limited, 
which was the only consideration you 
could make applicable to this Mexi- 
can Light & Electoral Development 
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stock which you trasferred to the Pru- 
dential Company?. A.—Yes 

Q.—Then the Prudential Company 
carried on business after that I sup- 
pose and dealt in other stocks and 
bonds? A.—Yes. 

Q.—And it was in connection with 
the business that was carrying on 1n 
that way that had these other trans- 
actions with it—that Prudential secur- 
ities Company Limited account com- 
menced on March 25th, 1904, a cash 
item of $28,000, that was the call loan 
that you made the Prudential Com- 
any? A.—Yes. 

R Quan then on the other side of 
the page under the same date you have 
three securities that were deposited 
with you as against that loan? A.— 
Yes, the Western Assurance, Royal 
Loan & Savings Company and Toronto 

ilway Company. 

Re 70 shakes of the first, 180 of 
the second, and 155 of the third? A. 
—Yes. 

Q.—After that you had some very 
large transactions with this Pruden- 
tial Company, hadn’t you; the 
account in January, 1905, amount- 
ing to a loan of over $260,000 from 
the Insurance Company to the Pru- 
dential? A.—What date.? 

Q.—In January, 1905. These are 
the balances here are they? A.— 
Yes, those are the balances. 

Q.—So that in 1905 the \balance 
amounted to over $260,000? What 
was the nature of the transactions 
that you were having with the Pru- 
dential Company that involved the 
loan of so much money to it? A.— 
Just ordinary call loans the same as 
we would make to any other broker 
on good securities. 

Q.—The shareholders in that Pru- 
dential Company were all of them 
Directors in the Manufacturers’ 
Life?) A Yes. 


MR. McLAUGHLIN: Except the 
Manufacturers’ Life itself. 


MR. TILLEY: Oh well, we will not 
trouble about that. The list of share- 
holders’ in the Prudential Company 
never changed from the time the Com- 
panv was started until it came to an 
end? A.—Very little. 


MR. McLAUGHLIN: The provi- 
sional directors were changed. 


MR. TILLEY: I am speaking of the 
shareholders. The shareholders were 
never changed, except that the incor- 
porators were dummies and they after- 
wards transferred their shares to the 
persons to be interested in the Com- 
pany. After that transfer took place 
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the shareholders list of the Prudential 
Company remained the same through- 
out? A.—Practically the same. 

Q.—So that they were all Directors 
of the Manufacturers’ Insurance Com- 
pany. 

MR. McLAUGHLIN: Mr. Wood 
was not. A.—That is one exception, 
Mr. E. R. Wood was not a Director 
of the Manufacturers’. 

MR. TILLEY: That is he ceased to 
be a Director of the Manufacturers’ 
you mean? A.—He had gone off 
the board before the Prudential was 
formed. 

Q.—At any rate they all maintained 
the same relationship to the Manufac- 
turers’ Insurance Company during the 
life of the Prudential Company that 
they had at the time that the Pru- 
devtial was formed? A.—Yes. 

Q.—So that Mr. Wood was an ex- 
directors of the Manufacturers’ and 
the others were Directors of the 
Manufacturers’? A.—Yes. 

Q.—Then the Prudential Company 
was practically a Company, composed 
of Directors of the Manufacturers’ 
Life? A.—Yes. 

Q.—Then what sort of transaction 
was that Company carrying on that 
involved all this loaning of money, 
$260,000 it amounts to in January, 
1905? A.—They were buying and sell- 
ing securities. 

Q.—What sort of securities were 
they buying and selling? A.—Winni- 
peg Street Railway was one of the 
principal ones. They are all included 
in here, any that the Manufacturers’ 
Life made any loans on. 

Q.—Did the Prudential Company 
get loans any place else besides the 
Manufacturers’ Life? A.—They would 
in the ordinary course of business. 

Q.—Were you a Director of the 
Prudential Company? A.—The Dir- 
ectors were the same as the share- 
holders. The shareholders were all 
Directors. 

Q.—Who was the person who at- 
tended to the management of that 
Company? A.—Mr. Franks was sec- 
retary. 

Q.—Mr. Franks, what position did 
hehold in the Manufacturers’ Life? 
A.—He was chief clerk in the invest- 
ment department. 

Q.—-Well then was he a shareholder 
in the Prudential Company? A.—No. 

Q.—He was merely then an official 
secretary appointed to act as secre- 
tary? A.—Yes. 

Q.—Then do you say that he man- 
aged the affairs of the Company? A. 
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—Well, yes, practically. The Direc- 
tors managed it really. 

Q.—Did you ever have Directors’ 
meetings? A.—Oh yes, we had a few 
meetings. 

(.—Where would they be held? A. 
—In the Board room of the Manu- 
facturers’ Life. 

Q.—And probably at the same time 
as the Directors’ meeting of the Manu- 
facturers’ Life or immediately after- 
wards? A.—Some times immediately 
afterwards. 

Q.—And then the investments would 
be made in these securities. Now be- 
sides Winnipeg Street Railway stock 
what other securities did they invest 
inP A.—Mexican Light & Power 
Company bonds. 

Q.—Does that constitute the whole 
of it? A.—I think those were the two 
main securities. 

Q.—Did the Prudential Company 
keep its own cash books and so on? 
A.—Oh yes. 

Q.—Or did you keep the books for 
itP A.—No, they kept their own 
books. 

Q.—And bought and sold stocks? A. 
—Yes. There were so few transactions 
that they were not very difficult to 
keep. All the thansactions there were 
were large ones as you will see here; 
those two main securities and they 
turned out very profitable ones. 

Q.—Without going into detail, can 
you tell me just what the nature of 
those transactions were as to volume? 
A.—The Winnipeg Street Railway, 
there were if I remember rightly 
something over 600 shares. 

Q.—The Prudential Company bought 
over 600 shares of Winnipeg Street 
Railway? “A.—Yes: 

Q.—Would that be an authorized in- 
vestment under the Insurance Act? 
A.—Yes. 

Q.—Being an electric street rail- 
way that would be an authorized in- 
vestment? A.—Yes. 

Q.—Were the 600 shares all bought 
in July, 1904? A.—I don’t just know 
what date. 

Q.—I see there are some here turned 
in to you on July 13th, 1904? A.— 
Yes, well that was probably about the 
date of the purchase of the first 200. 


Q.—July 13th apparently you ad- 
vanced to the Prudential Company a 
loan of $37,950, having previously ad- 
vanced the original loan of $28,000, 
another loan of $14,000 in May and a 
loan of $1,268 in July; there having 
been some repayments, in the mean- 
time the balance on July 13th amount- 
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ed. to $79,207.95.' That is right, is 
it? A.—Yes. 

Q.—So that the cash to finance that 
transaction of Winnipeg Street Rail- 
way stock was Manufacturers’ Life 
cash? A.—Well, it was a loan just in 
the ordinary way as we would make it 
to any other broker. 


Q.—Do you know what was paid and 
what margin there was between your 
loan and the amount paid by the Pru- 
dential Company? A.—No, I don’t. 
I cannot remember. 

Q.—The loan price was 1892? A. 
Yes, that was for the old Winnipeg 
Street Railway stock before the cap- 
ital was doubled. 

Q.—And you cannot say what was 
paid?tor itr. "A — No. 4. 

A.—And you don’t know, then, to 
what extent this loan that was made 
for the Manufacturers’ Insurance 
Company at that time did or did not 
pay up the whole price of that stock? 
A.—No, I don’t. 

Q.—Can you tell from any papers 
you have here whether it did? A.— 
Not from these papers. These were 
simply the loans that ‘were made on 
these stocks. I would have to look at 
the books of the Prudential Company 
to see what they paid. 

Q.—Then after that 200 shares of 
Winnipeg Street Railway was depos- 
ited with you, there were 28 shares 
and then there is some Mexican Light 
and Power Company bonds and stocks 
in October, 1904. Now the money for 
those—given by you to carry those? 
A.—Yes, just an ordinary call loan in 
the usual way the same as the other. 

Q.—And you cannot say again, or 
can you, whether the amount you 
loaned in respect of those stocks was 
the full amount of the purchase money 
or not? A.—No, I believe though that 
the loans were always within the pur- 
chase prices. 

Q.—But you don’t know to what 
extent? A.—No. 

Q.—When you made those loans to 
the Prudential Company, did you take 
a hypothecation slip the same as usual ? 
A.—Oh yes, just in the usual? 

Q.—The hvpothecation being by the 
Prudential Company? A.—Yes. 

Q.—Not in any way guaranteed by 
the persons who were interested in the 
Company? A.—No. 

Q.—It was an incorporated Company 
composed of your Directors and if the 
stocks became worthless there was prac- 
tically no means of getting repaid your 
loan was there? That was all the 
assets the Companv hag? A.—Well I 
think it is quite likely the Directors 
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would have been held responsible just 
the same as they were originally. 

Q.—Why would they be held res- 
ponsible in this case, it was only a 
technicality that they were liable ori- 
ginally? A.—Well on account of being 
interested in both Companies. It 
might have been held that way. 

Q.—Do you suggest that, that the 
Directors in any way would have con- 
sidered themselves responsible merely 
because they were Directors in both 
Companies? A.—I think they would. 
They took this up as a genuine trans- 
action to indemnify the Company for 
every dollar it had lost and they did 
it and intended to carry it out from 
beginning to end no matter what hap- 
pened. I am satisfied there is not a 
man on that Board would have backed 
down on the transaction. 


Q.—What you say is that merely 
because the agreement entered into 
originally treated the loss on those 
stocks as reimbursed to the Manufac- 
turers’ Company and the whole trans- 
action settled up as of that date, still 
if the Prudential Company had had 
any further loss in the conduct of this 
business for which they were not lia- 
ble at all to the Manufacturers’ Life, 
that they would have paid those as 
well? A.—Yes. 


Q.—But there was never anything 
taken from them at the time these 
loans were made which made the Dir- 
ectors in any sense personally respon- 
sible? A.—In the way of personal 
covenants P 


Q.—Legal liability? A.—No, it was 
made the same as it would be to any 
other Company. 

Q.—If there was any obligation it 
would be an obligation arising out of 
the situation of the parties and a mor- 
al liability? A.—Yes, I think there 
would have been both a legal and a 
moral liability. 

Q.—Why do you say legal? 

MR. McLAUGHLIN: As far as the 
legal question is concerned, he can 
hardly be asked to swear. 


MR. TILLEY: He is not being 
asked to swear. He is volunteering 
it. A.—I am not a lawyer, but I al- 
ways looked on the matter in that 
way. 

Q.—Does not that entirely differ 
from your evidence this morning when 
you said you thought it was a perfect- 
ly proper transaction, or not an objec- 
tionable one, for two Companies to 
have dealings with each other where 
the Directors are common? A.—This 
is quite a different case. This Com- 
pany was formed, as shown in the 
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agreement, for a special purpose. I 
think that agreement would have held 
good right through from beginning to 
end. It was formed for the purpose 
of carrying out the loss that the Direc- 
tors assumed. 


Q.—The loss was assumed and the 
transaction was completed and the loss 
paid the moment that the agreement 
was carried out and the stocks trans- 
ferred? A.—Well, perhaps I am get- 
ting on to legal ground where I have 
no right to go. 


MR. McLAUGHLIN: He can only 
give his own idea. 

MR. TILLEY: Mr. McLaughlin is 
objecting to your getting on to that 
sort of ground. 

MR. McLAUGHLIN: Yes, I think 
it is an invasion of my prerogative. 
He can only give his own personal 
feeling. 

MR. TILLEY: At any rate that is 
the way the transaction took place. 
There was no covenant by the Direc- 
hore that they would indemnify? A. 
—No. 

Q.—In the way of a formal docu- 
ment prepared? A.—No, just the us- 
ual covenant of a Company. 

Q.—Possibly it would be fair to say 
that phase of it was not considered at 
that time? A.—No, in fact it never 
was, it never occurred to me for a 
moment. 

Q.—Then some more Mexican Light 
stock was bought in January, 1905, 
and was a loan on that obtained? A. 
—Yes, that is a loan. 

Q.—I see a further loan to the Pru- 
dential Company in January, ’05, of 
$92,276.78. That was the loan that 
brought the total call loan from the 
Insurance Company to the Prudential 
Company up to $264,186? A.—yYes. 

Q.—Then that loan remained about 
at that figure until May, 1905, when 
it was reduced to $128,452? A.—Yes. 

Q.—And two days later to $107,956. 
Ts that. Viahtrs eA. ess 

Q.—Which was paid four days later ? 
A;—Yes, paidjin; tull: 

Q.—That means that in the month 
of May the Company was closing out 
all the stocks that it had carried? A. 
—Yes. 

Q.—It seems to be so here, between 
the 38rd and 5th of May the Pruden- 
tial Company sold out all its stock? 
A.—Yes. 

Q.—And up to the month of May, 
1905, it had not sold any stock at all, 
it had been carrying it all? A.—I 
think that is practically correct. There 
might have been some small transac- 
tions. 
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Q.—So that the purchases’ were 
made substantially in the year 1904 
and the sales were made practically 
in the month of May, 1905? A.—Yes. 

Q.—Realizing a profit to the com- 
pany of how much money, do you 
know, in round figures, you have not 
the books here, to the Prudential Com- 
pany P A.—I couldn’t say offhand. 
It was not a very large one I know. 


MR. McLAUGHLIN: The profits on 
the securities were very considerable. 
They made up the loss on the secur- 
ities that the Prudential took over, 
with a slight surplus? A.—The idea 
was to wind up the company just as 
soon as things would belance, but they 
may have, in fact they did a little 
over- -balance when they wound up. 

Q.—Then that was the original in- 
tention? A.—Exactly. 

Q.—That you would form this Pru- 
dential Company amongst the Direc- 
tors of the Manufacturers’ Life In- 
surance Company, that you would buy 
some of these Winnipeg and Mexican 
stocks, and carry them until the mar- 
ket got better, sell them and clear up 
the whole transaction? A.—Yes. 

Q.—And that was the way, it was 
not just a payment by the Directors 
closing that loss on the stocks, it was 
the formation of a company to do a 
little speculating and then Payeite oA. 
—No, it was a payment by the Direc- 
tors of $240,000 to the Manufactur- 
ers’ Life for Crow’s Nest Coal and Do- 
minion Coal, straight and clean. 

Q.—Did the Directors put up that 
money at that time? $A.—Yes, the 
whole thing was paid in cash. 

Q.—And then when it came, to the 
end of the company, they reimbursed 
themselves? -A. rhat 
company ? 

Q.—The Prudential Company? A. 
—Well, they formed the Prudential 
Company for the purpose of trying 
to make up the loss of $14,000 apiece, 
or whatever the loss was. 

Q.—Whatever they had had to pay 
out? A.—Yes, that was a _ separate 
transaction from the Manufacturers’ 
Life, that was a different thing. 

Q.—To what extent was it separate, 
did they borrow any money from any 
other person besides the Manufactur- 
ers) life 20°A.—Yes; 

Q.—Are you sure of that? A.—Yes. 

Q.—How much, anything like what 
they borrowed from the Manufactur- 
ers’? A.—Well, I remember one loan 
of $100,000. 

Q.—So that they did get a su DREAD. 
tial accommodation? A.—Yes. 


Q.—From independent sources? na 
—Yes. 
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Q.—Entirely independent of the 
Manufacturers’? A.—Yes, they had a 
regular investment and_ brokerage 
business just as the charter set out 
that they were empowered to do. 

Q.—Any other loans the Prudential 
secured, the Manufacturers’ were not 
parties in any way? A.—No. 
_Q.—They did not endorse or become 
liable for the Prudential? A.—No, I 
think not. I cannot remember any 
such thing. 

Q.—You are sure that that is the 
case are you? A.—Yes I think so. 

Q.—Then for the $10,000 capital 
stock that the Manufacturers Insur- 
ance Company got at the time the Pru- 
dential Company was _ incorporated. 
A.—Pardon me, I have been thinking 
a little while you have been speaking. 
I want to make that more emphatic. 
I know the Manufacturers did not 
guarantee in any way any transaction 
they had. 

Q.—I gathered that that was what 
you meant to convey, that that was 
the absolute fact. You say that the Man- 
ufacturers Company besides getting the 
$240,000 for the Dominion Coal and 
Crow’s Nest Coal stock got the $10,000 
in the capital stock of the Prudential 
Company, which might be a considera- 
tion or which was looked upon as a 
consideration for the bonus Mexican 
stock and the bonus Electrical Develop- 
ment stock? A.—Yes. 

Q.—Now you say that the Prudential 
Company in May, 1905, was able to 
close up its business and pay all its 
shareholders the cash they had put up? 
A.—Yes. 

Q.—And that was done with some 
profit in addition? A.—Yes. 

Q.—Then the Manufacturers Com- 
pany would get something for its $10.,- 
000 capital stock in the Prudential 
Company? A.—Yes, they got some- 
thing over $10,000. 

Q.—Where is that shown? A.—It 
is shown in the two accounts, the ori- 
ginal accounts of the Mexican Power 
Company and the Electrical Develop- 
ment Company, on account of the bon- 
us stocks having come originally from 
those two securities. 

Q.—An item is pointed out in the 
Electrical Development Company ac- 
count where the purchase and sale of 
the bonds is shown, an item on June 
23rd, 1905, ‘‘By cash Prudential Se- 
curities Company $2,500,’’ and then 
the following item, ‘‘August Sth, By 
cash from the Prudential Securities 
Company $1,500,” making altogether 
$4.000P A.—Yes. 

(.—Now that is $4,000 that you re- 
ceived in respect of the $10,000 capital 
stockP. A.—Yes. 
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Q.—And you credited that on your 
Electrical Development Company ac- 
count because the common stock that 
you transferred to the Prudential Com- 
pany had come from that account? A. 
—Yes. 

Q.—Although the stock itself had 
not been shown in that account? A.— 
Yes, it was merely an oversight evi- 
dently of Mr. Franks’ not to make the 
memorandum there. Our usual meth- 
od is to make a memorandum at the 
top of the page of the bonus stocks. 

Q.—Is there any other case that you 
have got bonus stocks that you can 
show me where that is done? A.—We 
have very few transactions of that 
kind, about bonus stocks. Yes, Chi- 
cago & Milwaukee bonds perhaps. I 
may be mistaken about that memoran- 
dum but that is what I thought was 
done. I know they always entered 
into the minutes. 

Q.—Mr. Franks refers to an account 
of the Toronto Hotel Company where 
you have entered on March 4th, 1901, 
“Capital stock given as a bonus on 
bonds,’’ and then it says, ‘‘To stock 
10 fully paid shares $1,000.’’ No cash 
value put opposite the item. Then 
the Quebec Railway Light & Power 
Company is also shown, capital stock 
given as a bonus on bonds. And then 
in 1900 there are three items, bonus on 
bonds during September of 1900; 
March, 1901; and December, 1900. No 
cash value put opposite and the change 
in the order of the dates is said to be 
due to being the different dates of pur- 
chases, but they seem to be entered as 
different dates. In the case of the 
Chicago & Milwaukee bonds, did you 
eet stock there Mr. Junkin? A 
We did with our first purchase I think. 


(.—There seems to be a blank page 
here for it. Do you know how that 
is, there is nothing shown there of the 
stock? A.—No, I don’t know. I leave 
the details of bookkeeping largely to 
the Auditors and Secretary. As a mat- 
ter of fact I don’t suppose I have ever 
seen that account before. 

Q.—Probably it would only compli- 
cate matters to go into that phase of 
it any further here, because we want 
to collect that sort of transaction at 
one time. But take the case of Sao 
Paulo bonds, didn’t you have common 
stock there? A.—No, we didn’t buy 
them in time for that. 

Q.—You were not soon enough on 
the market? A.—No. 

Q.—lLeaving them to be probably 
mentioned again. In the Mexican 
Tight & Power account there is an en- 
try, on June 23rd, 1905 ‘‘By cash 
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Prudential securities $2500’’ and Aug- 
ust 5th, 1905, By cash, and it is said 
to be from the same source, there is 
nothing to indicate it in the book, 
$1500, making another $4000, so that 
you got, did you, from the Prudential 
Securities Company $8000 in cash? 
A.—We received more than that, I 
think there is a further entry there. 

Q.—And you had 50 shares of stock 
of the Mexican Company returned to 
you which was sold on December 6th 
and realized $3262.90? A.—yYes, that 
made over the $11,000 that I spoke of. 

Q.—So that in respect of the $10,000 
capital that was allotted to your com- 
pany, the company received over $11,- 
000 in cashP A.—Yes. 

Q.—And that was applied in pay- 
ment of the common stock of the Mexi- 
can Company, and the Electrical De- 
velopment Company, which were 
turned over to the Prudential Securi- 
ties Company? A.—It was applied 
on the bond account. 

Q.—On the bond account, because 
the common stock had come from 
there? A.—Yes. 

Q.—Then the stock does not seem 
to be entered as of the date it is re- 
ceived, but entered as of the date it 
is sold. Is-there any book where you 
keep a record of stocks and bonds that 
are received and delivered out, in your 
office? A.—They are supposed to be 
entered up in that book when we re- 
ceive them. The account is on one 
side and the memorandum of the stocks 
on the other. We treated that as prac- 
tically the same as if it were a cash 
item, because when we recived it back 
we intended selling it. 

Q.—The moment that 50 shares of 
Mexican stock was returned to the 
Manufacturers Insurance Company by 
the Prudential, would not some entry 
be made in your books to show the 
receipt of it? You would not need the 
entry of that to be made as of Decem- 
ber the 6th when it was sold, would 
you? A.—Not usually, no. In the 
ordinary course of business of course 
there would be cash paid out, but this 
happened to be just a special case 
where the stock was handed us back 
instead of cash. 

Q.—In an ordinary case there would 
he some transaction that-would affect 
your cash account? A.—Yes. 

Q.—Which would necessitate an en- 
trv being made? A.—Yes. 

Q.—But if the stock came in or 
the bonds came in to your company 
without any transaction occurring 
which would affect your cash account, 
then it might be held there without 
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any entry being made until some item 
affecting the cash had to be made? 
A.—Yes, it might be. 

Q.—And that you say would be the 
reason why that might appear as of 
December the 6th. Have you got any 
account in your books at all or have 
you had any where stocks of uncer- 
tain or supposedly no value are car- 
riedP A.—No. 

Q.—Have you any contingent ac- 
count? A.—No. Well, contingent ac- 
count, not in that sense. 

Q.—I mean in the sense of assets, 
securities, stocks, or bonds? A.—No, 
this is the book they are supposed 
to be entered in, any bonus stocks in 
that way. 

Q.—Then your record in connection 
with bonus stocks is by no means ac- 
curately kept, as we have seen. In 
the Chicago and Milwaukee it is a 
blank page. In the Mexican Light 
and Power it was not shown. I am 
not asking anything about putting 
them in at a value, but I am asking 
whether you pretend in your system 
of keeping your books to show all these 
bonus stocks you received as assets of 
the company, or whether you do not? 
A.—Yes, we presume to keep them as 
assets. 

Q.—But you have no account where 
they are collected? A.—No, no spe- 
cial account. 

Q.—And as a matter of fact the only 
record that you had in your books in 
any shape or form as to the Mexican 
stock was in the resolution where the 
bonds were authorized to be pur- 
chased? A.—Yes. 

Q.—There was no book kept showing 
the stocks that were not entered in 
the books as having some market 
value, or commercial value? as 
There would be a memorandum put in 
with the bonds. 

Q.—Put in where? A.—In_ the 
vault. The bonds and stock would be 
put in together. 

Q.—That is something on the out- 
side of the file do you mean? A.— 
The envelope, 

Q.—On the outside of the envelope 
you would simply put a record of what 
is in the envelope? A.—Yes. 


Q.—Is that the only record you are 
supposed to keep of those bonus 
stocks? A.—That, and this book that 
you have before you and the minutes. 

Q.—They were a substantial item 
were they not? You take Chicago and 
Milwaukee, Mexican Light and Pow- 
er, and Electrical Development? A.— 
Well, that covers the whole list, with 
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the Quebec Railway Company, and the 
Toronto Hotel Company. 

Q.—You say then that those we have 
just mentioned, or the ones I have 
mentioned, and the ones you have 
mentioned put together, that they 
constitute every case where your com- 
pany has ever got bonus stocks? A.— 
Yes. 


Q.—Or any person got bonus stocks 
on bonds purchased by the company ? 
A.—Yes. 


MR. SHEPLEY: I have been speak- 
ing to my learned friends, and we are 
inclined to think, subject to what 
your Honor’s view may be, that it 
would be a waste of time perhaps 
bringing people away for a Monday 


afternoon sitting, more than would be ' 


saved by sitting just for half a day. 

MR. HELLMUTH: I quite agree 
with what my learned friend says in 
that. 

MR. SHEPLEY: One of the gen- 
tlemen desires to go home to Mon; 
treal, and it seems a pity that fe 
should come here so early and waste 
half a day. 


JUDGE MacTAVISH: On Tuesday 
you will be ready to proceed with Mr. 
Junkin ? 


MR. SHEPLEY: Oh yes. 


JUDGE MacTAVISH: We desire to 
expedite the matter as much as pos- 
sible. However, I daresay no time 
will be lost by an adjournment until 
Tuesday. 


MR. SHEPLEY: We would not be 
able to be at all idle so far as this in- 
quiry is concerned in the meantime. 

JUDGE MacTAVISH: Then we will 
say Tuesday morning at half past ten. 

(Adjourned to Tuesday morning at 
half past ten.) 


SEVENTEENTH DAY. 
MORNING SESSION 
Toronto, May Ist, 1906. 


Examination of Mr. Junkin con- 
tinued : 

MR. TILLEY: Q.—On Friday you 
were speaking of some bonds that were 
purchased with stock bonus; I would 
like to get now a complete list of those 
with the stock bonus that you receiv- 
ed and what became of it, could you 
give me the list from your books? 
A.—I don’t know whether I could 
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compile it just offhand or not, we 
could prepare it in a short time, per- 
haps at noon. 

MR. McLAUGHLIN: Mr. Franks 
states he can give them. 

MR. TILLEY: We will take them 
in the order of time. A.—The first 
transaction was the Quebec Railway. 

Q.—State what that transaction 
was? A.—September 5th, 1900, we 
purchased $14,000 of Quebec Rail- 
way Light & Power Company bonds 
on which we received a bonus of 10 
per cent. 

Q.—Ten per cent. of common stock ? 
A.—Yes. 

Q.—Through whom was that pur- 
chase made? A.—It was purchased 
through the Central Canada Loan & 
Savings Company. 

Q.—At what price did you pur- 
chase the bonds? A.—1073. 

Q.—What became of the bonds that 
you purchased? A.—We have them 
yet. 


Q.—What became of the stock? A. 
-——We have it yet. 

Q.—And they were both purchased 
in what year? $A.—September 5th, 
1900. 

Q.—Has that been shown in your 


‘annual statements to the Govern- 


ment? A.—The bonds were. 
Q.—The bonds each year? A.—Yes. 


Q.—And what about the stock? 
A.—The stock was never mentioned 
until this last year. 


Q.—How did it come to be men- 
tioned during the last year? A.— 
There was so much talk about these 
stock bonuses, we thought we had 
better show everything we had. 


Q.—Did you ever consider that ques- 
tion before? A.—No, we never did. 
We always considered it in this way 
that as soon as this stock appreciated 
to have any particular value we would 
include it in the assets, but as long 
as it had no particular market value 
and was not listed— 


Q.—The form you send in to the 
Government is verified by affidavit 
and is supposed to show all your 
assets? A.—We considered them as a 
sort of attachment to the bonds; and 
we considered we were fulfilling that 
as long as we showed the bonds; they 
were kept in the vault with the bonds. 

Q.—Was there anything on the ac- 
ecunt itself to show these bonds car- 
ried bonus stock? A.—Not here. 

Q.—Where is there anything? A. 
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—There is a separate account for 
some of them. 


Q.—I am talking of this particular 
lot, the Quebec Railway Light & 
Power Company? A.—Amongst the 
stocks, (Turns up account); fourteen 
hundred Quebec Railway Light & 
Power Company’s stock and no value 
carried out for it. 


Q.—Then these entries in this ac- 
count of the stock of the Quebec Rail- 
way Light & Power Company were 
not made in their proper order, were 
they? A.—In that way? 


Q.—The first you have an item of 
September 19th, 1900, then you have 
an item of March 2nd, 1901, and then 
December 11th, 1900? A.—That came 
to us through the Temperance & 
General, that December llth, 1900; 
that is how it is out of order. Al- 
though it was purchased at that date 
it did not come to us till July, 1901; 
so that they are really in the order 
in which they came to us. 


Q.—Do I understand this is a tran- 
script of some book of the old Manu- 
facturers’ Life book, that is the old 
Company’s bookP A.—I think not. 


Q.—This entry September 19th was 
not made by the old Manufacturers’ 
Life Insurance Company? A:—No, 
I believe not. 


Q.—Nor was the item of March 2nd, 
1901? —A.—No. 

Q.—These entries were all made in 
the Manufacturers’ Life Insurance 
Company, the new Company’s books? 
A — Yes} 

Q.—How was rt they were not made 
then in the proper order? A.—We 
would take the old book of the Manu- 
facturers’ Life and enter the items 
from that in this and then we would 
evidently take the books of the Tem- 
perance & General and complete the 
account. 

Q.—Can you say when this stock 
sheet was made out? A.—I think it 
was towards the latter part of 1901. 

Q.—This sheet showing the stock 
bonus was made out in 1901? A.—I 
think so. 

Q.—Do you say then that some of 
these bonus stocks came through the 
old Manufacturers’ Life and some 
through the old Temperance & Gen- 
eral? A.—Yes, the first two came 
through the Manufacturers’, and the 
last through the Temperance & Gen- 
eral. 

Q.—The account for the bonds does 
not seem to make any distinction? 
A —There are three different accounts 
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os the bonds, there are three different 
ots. 


Q.—You have shown us one here, 
where is the next one? A.—The old 
Manufacturers’, the two are put into 
the same account; first there is $14,- 
000 and then $18,000. 


Q.—The old Manufacturers’ account 
shows that the company got $14,000 
of the bonds on September 5th, 1900, 
ang Cue on February 27th, 1900? 

.—Yes. 


Q.—Were they paid for at the time? 
Ay Yes, 


Q.—Would you get the stock at the 
same time? A.—Yes. 


Q.—The first item of stock is cred- 
ited September 19th, 1900, and the 
second one on March 2nd, 1901, so 
that would be sent to you after you 
had paid for the bonds apparently? 
A.—Yes. 


Q.—It is credited in your books I 
see a few days later than the bonds? 
A.—It probably took a few days to get 
the stock transferred to our name. 

Q.—Then the old Temperance & 
General apparently purchased its 
bonds on December 11th, 1900, and it 
got the stock at the same time; you 
say that accounts for the entries there 
being out of their proper order? A.— 
Yes, these being transfers from the 
old book. 

Q.—And that was never shown in 
your annual return until this last 
year? A.—No. 

Q.—And the showing of it in the 
return was never discussed at all at 
any meeting of the directors? A.— 
No. 

Q.—Or by you with any other offic- 
ers of the company? A.—No. 

Q.—Or the solicitors of the com- 
pany? A.—No, I do not ever remem- 
ber discussing it at all. What I always 
had in mind was when these stocks 
were listed or came to have a substan- 
tial value then we would place them 
in the assets; in the meantime they 
were kept in the vault in the same 
envelope with the bonds. 

Q.—Were any of these stocks ever 
out of the possession of the company 
from the time you received them? A. 
—Never. 

Q.—And were just kept then as 
something you say that gave rather 
an increased value to the bonds, 
rather than of separate value them- 
selves? A.—Exactly. 

Q.—How did they come to be issu- 
ing bonus stock with those bonds? A. 
—I suppose they received a bonus with 
them in purchasing them. 
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Q.—The Central Canada? A.—Yes, 
they would probably purchase a large 
block of these bonds, perhaps at an 
earlier date, it may have been years 
before this. It is quite customary in 
issuing bonds for an institution, a 
public utility corporation, to give a 
bonus of stock to the purchaser with 
the bonds. 

Q.—That is what you suggest, do 
you know whether that it so? A.— 
No. 

Q.—Did you make any enquiry about 
that at all? A.—About what they 
paid for them? 

Q.—No, about how they came to 
have this capital stock? A.—No. 

Q.—It was not a bonus of capital 
stock you received diréct from the 
company, but you supposed the Cen- 
tral Canada received it direct from 
the Company? A.—Yes. 

Q.—In connection with bonds it 
purchased direct from the company? 
A.—Yes. 

Q.—Did you ever inquire into the 
issue of that capital stock or of any 
similar capital stock given by way of 
bonus? A.—I always do. I look up 
to see how much capital stock there 
is and what the earning power of 
the concern is at the present time or 
what it is likely to be as far as I can 
size it up, to be able to arrive at a 
conclusion as to whether this stock is 
ever likely to have any value or ‘not. 

Q.—You are looking at it now from 
the standpoint of the value or the 
worth of the stock? A.—Yes. 

Q.—Just in the same way that you 
would consider the value of the bonds 
when you would make the _ invest- 
ment? A.—Yes. 

Q.—I am asking you whether you 
ever examined to see whether the 
stock that purports to be issued as 
paid-up stock is really paid-up stock 
or not? A.—The stock certificates tell 
whether it is paid-up or not. 

Q.—lIs that all you examined into in 
order to determine that question? A. 
—In trying to arrive at the financial 
position of the corporation, whatever 
it may be, I try to ascertain how 
much cash they actually put into it. 

Q.—How much cash who actually 
put into it? A.—The promoters. 

Q.—Then how does that assist you 
in determining whether this capital 
stock is really paid up, or whether it 
is not entirely unpaid stock carrying 
a liability? A.—Take for instance, 
supposing we are buying the bonds of 
an electric railroad in Ohio, and it is 
bonded for a million dollars, and I 
find out on enquiry, after making as 
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close enquiry as I can, that they have 
only put a million dollars into it, they 
have bonded it for a million, and they 
have issued a million stock, they have 
only put a million dollars into 1t— 


Q.—For both bonds and stock? A. 
—yYes. I find out also on close enquiry 
that that money has been well expen- 
ded, and that there is really a mil- 
lion dollars assets there, that is in the 
plant, a million dollars replacement— 
it is a technical word that bondmen 
use, to take the million dollars to 
replace the plant. Then somebody else 
offers me another bond of a railroad 
in Ohio equally well situated, and it 
is bonded for a million, and they have 
issued a million stock on it, and on 
enquiry I find out that they have put 
in their million dollars for their bonds, 
and they have actually sold their stock 
for cash for $50 a share, $100 share, 
so that the stock represents half a mil- 
lion of actually cash put in, and that 
cash has also been well expended, 
then I would consider that a much 
more valuable bond than the other, 
because it has more behind it, more 
assets. 


Q.—Taking the last instance first, 
how do you consider that stock on 
which $50 per share has been paid 
where the stock is $100—how do you 
consider that is paid up? A.—It 
might be paid-up stock if there was 
only $1 a share paid on it. 

Q.—How? A.—It is paid up pro- 
viding they cannot call on the stock to 
pay any more. 

Q.—Do you inquire into all aspects 
of it when asking bonus stock? A.— 
Yes, U would not take any stock for 
the company if it carried a lability 
of that kind, unless it were bank stock. 

Q.—What means do vou take to as- 
certain whether that bonus stock is 
paid up’ or not? , A:—You can’ tell 
from the certificates and from the 
charter. 

Q.—Do you go behind the certifi- 
cate? A.—Yes, we examine the 
charter. 

Q.—Who does the examining, do 
you examine or do the solicitors for 
the company examine? A.—Both. 

Q.—Always, or on occasions one 
and on occasions the other? A.—It 
depends on how old the concern is 
and how well known it is. If we had 
any suspicion about it at all I would 
certainly have the solicitors examine 
carefully in every case; if it is a 
stock I am well acquainted with and 
people are dealing with every day I 
know for a fact it is paid up. 

Q.—Then if it comes to you from 
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some other person and has been a 
stock on the market for some time 
you make no further enquiry, that is 
practically what you mean? A.— 
Yes. 


Q.—So that the stock that is issued 
to you by the company itself, or that 
you get direct from the company 
along with bonds that you buy direct 
from the company then you do make 
enquiry, is that it? A.—yYes, I al- 
ways satisfy myself, examine thor- 
oughly that there is no liability on 
any stock we take over. 


Q.—You are satisfied on that bond 
with your own opinion on the legal 
lability ? A.—Yes; I think I am 
capable— 

Q-=1 did: not ask; that?;. (A.—4) ‘am 
not saying you are insinuating that, 
but I would say in any ordinary case 
I would consider myself capable of 
judging whether a stock had any la- 
bility on it or not, after looking at 
the charter and the certificate itself. 

Q.—Supposing a company is selling 
to you its own bonds at 90 and giv- 
ing a bonus of 100 per cent stock, that 
transaction takes place sometimes, 
does it? A.—Yes. 

Q.—The company itself gives you 
bonds at 90 with a bonus of 100 per 
cent of company’s stock, and you pay 
$90, and you get a certificate that the 
stock is paid up? A.—Yes. 

Q.—Does that make it paid-up 
stock? A.—Yes. 

Q.—Is that the legal opinion you 
are passing these bonus stocks on? 
A.—That stock is paid-up stock. 

Q.—That is the extent of the en- 
quiry you would makeP A.—No, I 
am not saying that at all. 

Q.—That the certificate says that 
the Manufacturers’ Life Insurance 
Company is the holder of 100 shares 
of paid-up stock, common stock, in 
the company, then you read that and 
you say, it says paid-up, therefore it 
is paid up—is that the legal know- 
ledge you apply? A.—Taking the 
stock certificate and ‘the charter to- 
gether. 

Q.—The charter will say nothing 
about that, the charter simply says 
the company is incorporated with 
capital stock of so many shares of so 
much each, that does not show any- 
thing about the payment of that—lI 
just put it that way to you, whether 
you would pass that, or whether you 
do pass that as sufficient evidence 
that the stock is fully paid up, so 
long as the certificate says it is paid 
up? A.—Yes. 


oo 
or 
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Q.—Whether you get it direct from 
the company or whether you buy it 
from some person else? A.—If I got 


- 1t direct from the company and it 


was not stock that was being trans- 
ferred from hand to hand I would 
submit it to our solicitor. 


Q.—You think you would go back 
to the solicitors after that? A.—That 
stock, a new concern. 

Q.—But if it was something that 
was passing around as paid-up stock 
then you would take it as— A.— 
Take the stock of the Toronto Rail- 
way for instance, I would not think 
of going to our solicitor. 

Q.—Taking something that is listed 
on the Stock Exchange, or something 
that has passed through several hands 
you would take that without any fur- 
ther enquiry? A.—Yes. 

Q.—What is the next lot of bonus 
stock you got? A.—The Toronte 
Hotel Company. 

Q.—What was the Toronto Hotel? 
A.—The Company organized to build 
the King Edward Hotel. 

Q.—Did you subscribe for bonds in 


igen A.—-Y es; 


Q.—By what authority did you sub- 
scribe for bonds in the King Edward 
Hotel Company? A.—We considered 
them a first mortgage on real estate. 

Q.—How did you do that? A.— 
Because it is. 

Q.—The bond the company issues, 
is it a mortgage on its real estate? 
A.—Yes. 

Q.—So that the bond itself was a 
specific charge on the real estate be- 
longing to the Hotel Company? A.— 

es. 

Q.—How- many bonds did you buy? 
A.—$10,000. 

Q.—When? 
1900. 

Q.—From whom or through whom? 
A.—Through Aemilius Jarvis & Com- 
pany. 

Q.—Were they acting as your brok- 
ers, or were they acting for the sell- 
ers of the bonds? A.—They were act- 
ing for the sellers. 

Q.—So that you paid no commis- 
sion on that? A.—No. 

Q.—Was there not some Act passed 
authorizing financial institutions to 
invest in bonds of the Toronto Hotel 
Company ? A.—I think ndw you 
mention it I do remember something 
of that kind. 

Q.—That was a statute passed to 
enable financial institutions to take 
an interest in the bonds of that Hotel 
Company? <A.—Yes, that is my re- 
collection. 


A.—First November, 
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Q.—What bonus of stock did you 
get’ in that case? A.~—Ten per cent, 
$1,000. 

(Q.—That would be common stock? 
A.— Yes. 

Q.—Did you get the bonds and 
stock direct from the Hotel Company, 
or were they transferred to you from 
some other party? A.—They came 
through Amelius Jarvis & Co. 

Q. —Can you say whether they were 
issued direct to you by the Toronto 
Hotel Company or not? A.—They 
would be handed to us by Jarvis, 
and I don’t know who was the real 
owner of them, whether— 


Q.—You don’t know whether you. 


were getting them direct from the 
Toronto Hotel Company or some other 
person? A.—We made our cheque 
to Jarvis & Company. 

Q.—Did you make any _ enquiry 
there to see whether the capital stock 
vas paid up? A.—That is one that 
would likely be referred to the soli- 
citors, 

Q.—Can you say whether it was? 
A.—No, I could not. 

Q.—That is not according to the 
rule you have given us, that you 
would refer to your solicitors? A.— 
Yes. 

Q.—While there is nothing here to 
indicate whether it was sent to the 
solicitors I suppose there would be at 
the office? A.—Yes, it would be on 
the file in connection with the differ- 
ent lots of bonds, we keep a file in 
connection with each one. 

Q.—Did you buy more than one lot 
of those bonds? A.—Just one. 

Q.—Have you them yet? A.—Yes. 

Q.—Have you the stock yet? A.— 
Yes. 

Q.—When did you first show stock 
in your annual returns? A.—Last 
year. 

Q.—That is in the same category as 
the one you spoke of before? A.— 
Yes. 

Q.—No mention was made of it; is 
there any account for the stock? A. 
Yes. 

Q.—Has that been in existence all 
the time? A.—AIl the time. There 
is a memorandum showing capital 
stock given as a bonus on the bonds, 
no value carried out for it. 

Q.—The item shows the entry was 
apparently made March 4th, 1901, 
ten fully paid up shares of stock, 
$1,000, with no market value? A. 
—Yes, certificate number 77. 

Q.—What is the next one where 
vou got bonus stock? A.—The next 
one would be the Mexican Light and 
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Power Company. Wwe bought $50,- 
000 par of those bonds on June 5th, 
1903, and received a bonus of 70 per 
cent. 

Q.—Those were the Mexican bonds 
and stock you spoke of in your evi- 
dence before? A.—Yes. 

Q.—Those shares of common stock 


were not shown in your return at 
all; I think?) “A==No: 


Q.—They were transferred to the 
Prudential Securities Company at the 
time the loss was paid on the unauth- 
orized investments? A.—Yes. 

Q.—Those shares of Mexican stock 
at that time, so far as your books 
indicated, could have been passed out 
without any record being disturbed at 
all? A.—The minute is always there. 

Q.—The minute authorizing the 
purchase, that was the only place 
where any mention occurred in your 
books of the fact you owned that 
bonus common stock? A.—That and 
the docket in the vault. 

Q.—That is, and on the outside of 
some envelope which would contain 
the certificate itself, that is right? 
A.—Yes. 

Q.—That would hardly be the sort 
of record you would rely on, would 
you, that endorsement on the outside 
of an envelope. I suppose when the 
bonds are taken out of those envel- 
opes or the securities sold or disposed 
of the envelope is destroyed? A.— 
Yes, I suppose it 1s. 

Q. —So that in the natural order of 
things that would disappear? A.— 
Yes, there is the correspondence doc- 
ket in the vault which I mentioned 
before in connection with all these 
securities, each is kept by itself, and 
that is kept for all time. 

Q.—Each what? A.—Each docket 
kept in our inner vault in the com- 
pany’s office, that is if we want to 
see at any time all the correspondence 
that ever took place in connection 
with these Mexican Light and Power 
bonds we find it on file there in that 
particular docket. 

Q.—You say probably there would 
be some correspondence relating to 
that? A.—Not only the correspond- 
ence, but the broker’s note, the in- 
voice for these, setting out—all the 
particulars. 

Q.—If they disappeared I suppose 
it would be possible if all these did 
not disappear at the same time, to 
find something in the records of the 
company that refers to it? A.—It 
would not only be possible, but it 
would be impossible not to find it if 
any person 
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Q.—Started to hunt for that par- 
ticular thing? A.—Yes. 

Q.—But there is nothing the aud- 
itor would find? A.—Oh, yes. 

Q.—How would the auditor find it? 
A.—Our auditors go over these, and 
the Superintendent of Insurance, I 
think, generally goes over them. 

Q.—How would the auditor find 
out? A.—He not only looks up the 
minute to see what is authorized to 
be purchased by the company, but I 
understand he checks matters to see 
that they have been carried out ac- 
cording to the,authorization. 

Q.—That is what I say, the only 
place in the book there is anything in 
the nature of any record that could 
be relied on is the minute in the 
book authorizing the purchase? A.— 
These ,dockets are open to the audit- 
ors. 

-  Q.—That is the correspondence is 
there? A.—Yes. 

Q.—He would not think of going 
through all your correspondence file 
unless there was some item cropping 
up? A.—He would not have to go 
through it all, if he came across a 
payment of say $45,000 for these 
bonds 

Q.—Without anything on the page 
to show anything about stocks? A.— 
The docket would be the first place 
he would go to see if this transaction 
was carried out according to orders. 

Q.—And you say there he would find 
the stock was mentioned? A.—Yes. 

Q.—That was uot a very safe way 
of keeping the record of stock? A.— 
If we were doing much business of 
this kind I think we would devise a 
particular system for it. 

Q.—Had those shares of stock just 
been issued by the company, the Mex- 
ican Light and Power Company? A. 
— Yes, 

Q.—Do you know what care you took 
to ascertain whether these shares of 
this company were paid-up shares? 
A.—Yes, our solicitor examined it. 

Q.—You say sometimes you look at 
the share; does that mean there is 
special reference to the issuing of 
paid-up stock in the charters of some 
of these companies? A.—It would be 
necessary to examine the charter in 
these cases in connection with the 
bonds even, irrespective of the stock, 
to see if the 

Q.—To see if the bonds were pro- 
perly issued? A.—Yes, sir. 

Q.—He would refer to the examina- 
tion of the charter in connection with 
your enquiry as to whether the stock 
~as paid up—do you mean you fin¢ 
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special provision in some of these 
charters authorizing the issue of stock 
at less than par? A.—The charter, 
by-laws and annual meetings and so 
on, all taken together, would govern 


the issue of stocks. 


Q.—Do you find that provision in 
the charters of the companies? A.— 
The original intention regarding the 
issue of stocks would be in the char- 
ter. 


Q.—I am asking you do you find it 
there? A.—We do, the charter with 
its amendments. 


Q.—What do you mean by amend- 
ments? A.—If there was a further 
issue of stock their Act of Incorpora- 
tion 

Q.—The charter does not refer to 
the issue of stock, the stock is not 
issued by the charter; do you find in 
the charter itself, which you say you 
examined sometimes to see whether 
the stock is properly paid up, do you 
find any reference there to the right 
of the company to issue stock at less 
than par, in some cases or any cases? 
A.—At less than par, no; the charter 
does not say what the stock will be 
at. 

Q.—It does not say in any case that 
you remember of what the stock shall 
be issued at? A.—WNo. 

.—If the charter shows nothing on 
that point you would pass it if some 
by-law was passed authorizing the 
issue of the stock at less than par, 
would you? A. You might call it a 
by-law or resolution. 

Q.—Or any act of the company? 
A.—Yes. 

Q.—At any rate you say these par- 
ticular bonds and shares were sub- 
mitted to your solicitor for his opin- 
ion on the matter? A.—Yes. 

Q.—And the opinion was favorable 
and you carried it through? A.—yYes. 

Q.—What other case did you get 
bonus stock from? A.—The other case 
that was mentioned in this connection, 
the Electrical Development. 

Q.—Tell us when you bought those, 
and from whom you bought them ? 

JUDGE MACTAVISH: From whom 
did you buy the Mexican Light and 
Power bonds? A.—From the Central 
Canada. 

MR. TILLEY: Were they acting as 
brokers or as vendors? A.—Vendors. 

Q.—Then it was a direct purchase? 
A.— Yes. 

Q.—As between you and the Centra! 
Canada? A.—Yes. 

Q.—Now, then, the Electrical Devel- 
opment bonds and stock? A.—We pur- 
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chased on June llth, 1903, $50,000 
par. 

Q.—From whom did you buy them? 
A.—S. G. Beatty. 

Q.—What date? A.—June Il11th, 
1903. I am not sure that is the pur- 
chase, that is the date we made the 
first payment. 

Mr. Franks stated the company paid 
for the bonds in instalments until the 
full $50,000 was paid for. 

Q.—Who was S. G. Beatty? A.— 
He is President of the Canada Pub- 
lishing Company. 

Q.—What relation does he bear to 
your company? A.—He jis a director. 
Q.—And a large shareholder? A.— 
es. 

Q.—Is he one of the Vice-Presi- 
dents? .A.—-No. 

Q.—You have two Vice-Presidents? 
A.—Yes. 

Q.—Who are they? A.—Sir Henry 
Pellatt and Lloyd Harris. 

Q.—And the President is who? A.— 
Hon. G. W. Ross. 

Q.—You bought those from Mr. 
Beatty acting as vendor or as broker? 
A.—As vendor. 

Q.—He owned them? A.—Yes. 

Q.—And he sold them to you? A.— 
Yes. 

Q.—How did that transaction come 

to be put through? A.—TI was ordered 
by the minutes, which you will find 
among the minutes of the company, 
to purchase wherever I could secure 
the best terms, and after making num- 
erous enquiries, both in Toronto and 
Montreal, I found I could get better 
terms from Mr. Beatty than anybody 
else. : 
Q.—The resolution is at page 11 of 
the minute book, and in the minutes 
of the Finance Committee, meeting 
held May 22nd, 1903; there were pres- 
ent at the meeting ‘Lieutenant-Colonel 
Pellatt in the Chair, Messrs. Colonel 
Mason, S. G. Beatty, R. L. Patterson, 
the Managing Director—that would be 
yourself? A.—Yes. 


Q.—And the Assistant Secretary, 
that would be Mr. Winter? A.—Yes. 

Q.—The resolution is in these words: 
**$50,000, 5 per cent. Electrical Dev- 
elopment Company of Ontario, Lim- 
ited, to be purchased on the best terms 
possible by the Managing Director’’— 
that was passed on May 22nd, and 
how soon after was the purchase made? 
A.—I see we made our first payment 
on them on June 11th. 

Q.—Have you anything in the files 
of the company to show when the pur- 
chase itself was made? AS Yest ai. 
think I could find out by looking at 
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that docket I spoke of. Probably the 
approval there would appear later. I 
think it is there among the minutes. - 


Q.—It is said that there was no other 
minute in the minute books until 
February the 22nd, 1904, when the 
final $10,000 of the block of $50,000 
bonds that were authorized were taken 
from Mr. Beatty, and then this reso- 
lution appears in the minutes of the 
Jxecutive Committee held February 
22nd, 1904; present Lieutenant-Col- 
onel Pellatt in the Chair, Messrs. D. 
B. Hanna, C. C. Dalton, S. G. Beatty, 
R. L. McLaughlin, the Managing 
Director, the Assistant Manager. Who 
would that be? A.—Mr. Rober€ 
Junkin. 

Q.—And the Secretary, that would 
be Mr. Winter? A.—Yes. 


Q.—The resolution reads as follows: 
“The purchase of $10,000 first mort- 
gage five per cent. bonds of the Elec- 
trical Development Company of On- 
tario at 95, and a stock bonus of 90 
per cent., being balance of $50,000 
authorized by the Finance Committee 
Meeting of May 22nd, 1903, was con- 
firmed.’’ So that at the time the first 
resolution was passed apparently you 
got only $40,000? A.—Yes. : 

Q.—And then you took the final 
$10,000, in 1904, and you bought the 
last $10,000 from the same person, S. 
G. Beatty? A.—Yes. 


Q.—There is nothing in the resolu- 
tion to show that is there? A.—In the 
last resolution ? 


Q.—In either resolutions; there is 
nothing in the minutes of your com- 
pany to show that that transaction 
took place between the company and 
S G. Beatty? «A.—I don’t know. 

Q.—I have read both resolutions; I 
suppose tKere is no other resolution or 
it would have been pointed out to us? 
A.I don’t’ know’ I'am ‘sure? “ican 
only speak from what you have read. 

Q.—You know of nothing except 
what I have read? A.—No, I do not. 

Q.—Mr. McLaughlin thinks he 
knows of some other resolution, and I 
suppose he can look for it. Then at 
the time the first resolution was 
passed had you been negotiating then 
to purchase bonds? A.—No. 

Q.—Who brought it before the 
meeting? A.—I couldn’t say that. I 
think I probably did myself. 

Q.—Was it Mr. Beatty? A.—I 
don’t think so. 

Q.—Can you say that it was not? 
A.—No, I could not.at this time. 

Q.—You have no recollection at all 
about that? A.—No. : 
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Q.—Was there any correspondence 
with Mr. Beatty except the final ar- 
rangement, whatever that was? A.— 
No. 


Q.—There would be no offer in writ- 
ing from him to you? A.—No. 

Q.—And there had been no discus- 
sion of terms so far as you can re- 
member now before this resolution 
was passed? A.—WNo. 

Q.—And you don’t know who pro- 
posed it? I notice that your resolu- 
tion does not show who was the mover 
or seconder? A.—No, unless it was 
some very important matter, if we 
wanted to keep a permanent record 
to show who initiated the transaction. 
Very many of the investments, par- 
ticularly the bond investments, were 
initiated .by myself. 

Q.—The bonds as distinct itrom 
what, stocks or real estate? A.—Well, 
both. The real estate, of course the 
applications come to us through our 
agents. 

Q.—Then you were intending to dis- 
tinguish the bonds from the stock I 
suppose? A.—Yes. 

Q.—You say that the suggestion as 
to investment in bonds would be 
through you, and who would the sug- 
gestion as to the investment in stocks 
come through? A.—wWell, I am not 
really very much in favor of stocks as 
an investment. 


Q.—I am not asking you that; I 
am asking who would suggest them? 
A.—Oh, various members of the 
Board. I don’t know that there was 
any particular member. Sometimes 
I would suggest it myself. 

Q.—Who. would generally suggest 
it? You say you would generally sug- 
gest bonds; that distinguishes the 
bonds from the stocks, now who would 
suggest the stocks? A.—I don’t know 
that I could place it on any individ- 
ual. 

Q.—Colonel Pellatt? 
times. 

Q.—Generally? A.—Well, perhaps 
oftener than any other individual. 

Q.—Who besides Colonel Pellatt 
would suggest the stocks? A.—Oh, I 
think perhaps they have been sug- 
gested by almost every member of 
the Board. 

Q.—But I suppose no investment in 
stocks would ever be made without his 
approval? A.—Without Colonel Pel- 
latt’sP 
- Q.—Yes. A.—Oh, yes. 

Q.—There were investments made 
without his approval? A.—Without 
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his being present at the Board meet- 
ing ‘at all. 

Q.—I suppose that is when he was 
away, but when he was there: he would 
be the one that. would take the most 
prominent part in discussing values? 
A.—Yes, he was considered a very 
good authority on stocks. 


Q.—A good man to forecast which 
way the market would go in all like- 
lihood? A.—Not so much the market, 
as to what we were doing in these 
things. 

Q.—What the intrinsic values were? 
A.—Yes. 

Q.—As distinguished from what 
transactions were going on with re- 
spect to themP A.—Yes. 

Q.—Then you don’t remember who 
suggested the purchase of these bonds 
of the Electrical Development Com- 
pany? _A.—No, except that the great 
probability is that it was myself. 

Q.—But you cannot remember any 
previous correspondence about it? A. 
—What makes me think it was my- 
self, I remember being in Montreal 
just before this, and having some 
conversation with people who were 
intimately associated with the Bank 
of Montreal, and learning that they 
were taking an active interest in this 
concern. 

Q.—You remember that that pre- 
ceded the resolution? A.—Yes. 

Q.—So that you say from a visit 
you had to Montreal, and a talk with 
certain financial people there, you 
thought that good judges were buy- 
ing them, is that what you mean? A. 
—Yes, that is the idea. 

Q.—Had you had anything to do 
with the purchase of those bonds by 
Mr. Beatty? A.—wNo. 

Q.—Had he discussed it with you? 
A.—I had learned in Montreal that 
he was one of the underwriters. 

Q.—Did you know that before you 
A.—I am. not 
sure that I did. 

Q.—If you knew it before you went 
to Montreal, you would learn it from 
Mr. Beatty? A.—yYes. 

Q.—Then you cannot say now as a 
tax on your memory, whether you 
knew that from Mr. Beatty before 
you learned it in Montreal or not? 
A.—No, I cannot. 

Q.—Did you know at that time who 
all the underwriters were? A.—yYes, 
there was a gentleman in Montreal— 
well, no, I didn’t know all the under- 
writers, but a gentleman in Montreal 
showed me a very long list of very 
substantial men. 
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Q.—Who were underwriting the 
bonds? A.—Yes. 

Q.—At what price? A.—I don’t 
know that the exact price was given 
me. 

Q.—That would be a list of these 
parties of whom Mr. Beatty was one? 
A:—Yes. 7 

Q.—So that would be the price at 
which Mr. Beatty got his bonds? 
A.—At the original underwriter price. 

Q.—Now what price was that? A. 
—Ii think it was 90, with 100 per cent 
stock. That of the original under- 
writers. 


(.—That was the base of the under- 
writing? A.—Yes, it is pretty well 
known now in all the financial circles. 
I don’t know that I knew it then, 
but I do know now that that was the 
original underwriting price. 

Q.—You say you don’t know 
whether you knew that then? A.— 
Yes, 1 say that. 

Q.—And you don’t know how soon 
you did learn that definitely? A.— 
No. 

Q.—Was the list that was shown 
to you in Montreal just an under- 
writer’s list of names merely? A.— 
Not the whole list, some of the men. 

But! itiiwassaawriocen: list?) Az 
-~—Yes. 

Q.—Were the signatures to some 
agreement that you saw? A.—No, 
just merely a typewritten list of sub- 
stantial men who were taking an in- 
terest in this thing. 

Q.—Was the underwriting at that 
time complete? A.—No. 

Q.—Were you being requested to 
underwrite? A.—No, I was being 
advised. 

Q.—You were being offered the op- 
portunity? A.—Yes. 

Q.—Was there any limit placed on 
the amount that you must under- 
Writeit) you, went into it?  A——No. 

Q.—So that at that time, while vou 
were in Montreal. you were being 
offered the opportunity of underwrit- 
ing these bonds at 90, and 100 per 
-cent. stock? A.—Excuse me, I have 
got mixed on the Mexican Electrical 
Development. 

Q.—Well, I want to keep them 
straight. A.—I had better begin at 
the beginning again. 

Q.—No, we will begin from where 
you are, and unravel it if it is neces- 
sary? A.—It was Mexican bonds that 
I learned about in Montreal. 

Q.—And not the electrical bonds? 
A.—No, the Electrical bonds I knew 
about from the beginning. That is, I 
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knew the price; the price was 90 and 
100. 


Q.—Have you mixed your evidence 
on your prices; was it the same price 
for the Electrical? A.—The price was 
the same in both cases. 


Q.—So that needs no change, that 
the price of the Electrical Develop- 
ment bonds was 90 with 100 per cent. 
of bonus stock? A.—Yes, and I should 
also make a correction: I mentioned 
the Bank of Montreal; it was the Mex- 
ican stock I was referring to when I 
was speaking of the Bank of Montreal. 

Q.—When you say you had a talk 
with some financial people, I don’t 
know that we wre particularly inter- 
ested in the names of the persons, in 
Montreal, the transaction you were 
referring to was about Mexican bonds, 
and not about the Electrical Develop- 
ment. Is that what you say now? A. 
—Yes. 

Q.—Then did you have any discus- 
sion about Electrical Development 
bonds? ‘ A.—Where? 

Q.—Of the same nature that you 
have been telling us about, any place? 
A.—Yes, I knew about the enterprise 
from many sources. 

Q.—Did you know about the under- 
writing of the Electrical Revelopment 
bonds from any sources? A.—Yes. 

Q.—And you knew about it before 
this resolution was passed authorizing 
the purchase of $50,000 of bonds? A. 
—Yes. 

Q.—Where did you learn about it; 
are you referring now to some partic- 
ular conversation you had? A.—OQOh, 
no. All the brokers of Toronto knew 
about it. 

Q.—So that the flotation of the 
Electrical Development bonds was 
common knowledge at the time? A.— 
Yes. 

Q.—And that was before you were. 
authorized to buy? A.—Yes. 

Q.—I suppose there was an under- 
writing with respect to it, too? A.— 
Yes. 

Q.—And Mr. Beatty, as you have 
said, was one of the underwriters? 
A.—Yes. 

().—Was he one of the underwriters 
of the Mexican Light and Power 
bonds? A.—I don’t think he was. 

Q.—So that his name was on some 
list of underwriters that was shown to 
you with respect to Electrical Devel- 
opment bonds, that would be right? 
A.—Yes. 

Q.—And was that in Montreal or 
Toronto? A.—I am not sure which; 
I rather think it was in Toronto 
though. 
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Q.—And you were being offered the 
opportunity of underwriting those 
bonds at that time? A.—No. 

Q.—Why was it being shown to you? 
A.—I don’t know. 


Q.—There must have been some oc- 
casion when a document like that 
would be exhibited to you? A.—I ap- 
plied for some of the underwriting for 
the Manufacturers’ Life. 

Q.—To whom? A.—To Colonel Pel- 
latt. 

Q.—Then was it Colonel Pellatt who 
showed you the list of underwriters? 
A.—I think it probably was. 

Q.—And Mr. Beatty was on the list 
of those underwriters? A.—Yes. 

Q.—And I suppose Pellatt & Pel- 
latt, either the firm, or some member 
of the firm, as well? A.—Yes, they 
would be. 

Q.—Then I understand that you 
had some talk with Colonel Pellatt 
about the Manufacturers’ Life be- 
coming an underwriter of those Elec- 
trical Development bonds? A.—yYes. 

Q.—And what was the result? A.— 
The result of our application? 

Q.—No, the result of your talk with 
him first? A.—I applied for some of 
the underwriting on behalf of the 
company, and I don’t know whether 
our application was ever put in or 
not, but we didn’t get any of it. 

Q.—Why do you question whether 
the application was put in? A.—Well, 
because I don’t know. 

Q.—Do you know that it was not? 
A.—No. 

. Q.—Have you heard that it was 
not? A.—No. 

Q.—Who was it handed to? A.—TIn 
fact I remember a conversation now 
that convinced me that it was hand- 
ed in. 

Q.—Tell us what you remember that 
would confirm you in that? A.—Well, 
I was told that Mr. Nicholls was not 
very friendly towards the Manufac- 
turers’ Life. 

Q.—Mr. Frederick Nicholls? A.— 
Yes. And he was either President or 
Vice-President, I don’t remember 
which, of the company, and was one 
of the underwriting committee, and 
he refused to allow us to have any. 

Q.—You say you learned that after 
you had put in your application, that 
by reason of some possible animos- 
ity of one of the committee you were 
not given any share of the underwrit- 
ing, is that right? A.—That is the 
way I understood it. 

Q.—But you do say that you tried 
to become an underwriter of those 
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bonds and did not succeed? A.—Yes. 

Q.—To what extent did you try to 
underwrite? A.— $100,000. 

Q.—All for the Manufacturers’ 
LifeP A.—Yes. 

Q.—Was there any arrangement by 

which any person should share in that 
underwriting if it was successful? A. 
——INO, ‘ 
_ Q.—Did you put the application in 
‘in the name of the Manufacturers’ 
Life? A.—I don’t put in a written 
application at all; I just asked Colonel 
Pellatt to see that we got $100,000 
of the underwriting. 

Q.—And afterwards I suppose it 
was from Colonel Pellatt that you 
learned that your application had been 
refused? A.—I think it was. 

Q.—Mr. Beatty, at the time you 
had the talk with Colonel Pellatt, al- 
ready had become an underwriter had 
he? A.—I think so. 

Q.—But the list of underwriters was 
not then complete, is that the idea? 
A.—It was not complete. In fact I 
understand it was largely over-sub- 
scribed, over underwritten. That I 
suppose was one reason why we were 
cut out. 

Q.—At any rate you did not get 
them under the Underwriters’ agree- 
ment? A.—No. 

Q.—It was after that that the re- 
solution was passed at the Board of 
Directors or the Finance Committee 
that we have read? A.—Yes, a con- 
siderable time after that. 

Q.—How long after that do you 
know? (A.—-No, I don't. I should 
say it must have been probably six 
months after that. 

Q.—You think, do you, that under- 
writing is proper for an insurance 
company? A.—Oh, in a case of that 
kind I don’t see any objection to it, 
where we know the concern and know 
that it is. going to be well managed 
or have reason to beieve it will, with 
substantial men behind it, and the 
Electrical Development Company, of 
course you know what it is. , 

Q.—In respect of that particular 
company you thought it was all right? 
A.—Yes. 

Q.—Then it would depend, you 
think, on the particular company? A. 
—Yes, I would not want to underwrite 
any concern. 

Q..—You think that agreeing to take 
bonds for a company just commencing 
is a proper investment for an insur- 
ance company under the Act? A.— 
I1, denends on the institution, yes, if 
the chances are good enough. 
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Q.—It is just a matter you say of 
considering the whole aspect of the 
thing? sAs+Yes,) if it has#ino1 the 
inherent power of earning. 

Q.—It is sometimes hard to tell 
where inherent power is present and 
when it is absent? A.—That is just 
the crux of the whole situation, in 
these investments to my mind; it 
must come down to judgment; the 
judgment of your Board of Direc- 
tors. I think this trying to limit 
companies to this, that, and the other 
class of securities is all wrong. That 
is my opinion. 

Q.—You think section 50 should be 
thrown wide open? ~ A.—My recom- 
mendation would be—if I were mak- 
ing a recommendation to the Govern- 
ment, or to the Commission for their 
recommendation—would be to give us 
a free hand the same as the English 
companies have, and then the Board 
of Directors will feel a greater re- 
sponsibility than they do now. 

Q.—And therefore invest more care- 
fully? A.—yYes, I think they would. 
They would have a wider class of se- 
curities to choose from, and I think 
they would choose better securities. 

Q.—We will not go off on that tack 
just at the present. I am not com- 
plaining, but I say I will not follow 
any further along that, whether I 
started to lead that way or not, we 
will drop it for the present. Then 
when the Finance Committee meet, 
you know, and Sir Henry Pellatt, 
and Mr. Beatty knew that Mr. Pel- 
latt and Mr. Beatty were underwrit- 
ers of these bonds? A.—Yes. 

Q.—Was any other Director of your 
company an underwriter, was any 
other person that was present at the 
meeting one of the original under- 
writers? A.—Yes. 

Q.—Who?P A.—I was. 

Q.—Any person else? A.—No, not 
that I know of. 

Q.—When did you become a _ sub- 
scriber to the: underwriting agree- 
ment? A.—I was one of the original 
subscribers. Mie. 

Q.—At the same time as Mr. 
Beatty? A.—Probably before Mr. 
Beatty. 

Q.—Was it Mr. Beatty got you in, 
or you got Mr. Beatty in? A.—No, 
I didn’t have anything to do with 
getting Mr. Beatty in, and he didn’t 
have anything in getting me in. In 
fact I think he had very little influ- 
ence with the Underwriting Commit- 
fee. 

Q.—Other than yourself was there 
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any other Director? A.—I think not. 


Q.—So we have them all now? A. 
—Yes. 

Q.—You and Sir Henry Pellatt, I 
suppose, would discuss the underwrit- 
ing together considerably? A.—Oh, at 
times, yes, not a great deal. 


Q.—<And I suppose it was after dis- 
cussion with him that you decided to 
go into it? A.-—After discussion with 
him and others. As a matter of fact 
T discussed the matter more with out- 
siders than I did with him, because I 
thought he might be prejudiced in his 
favor. 

Q.—You thought he might be un- 
duly favorable to the enterprise? A. 
—Yes. 

Q.—Why? A.—Because he was 
largely interested in it. 

Q.—So that you sought independent 
advice, or discussed it with independ- 
ent persons, but your underwriting 
was a matter that was subsequent to 
your general discussion of the situa- 
tion with Sir Henry PellattP? A.— 
Yes. 

Q.—And you knew he was going to 
be an underwriter? A.—Yes. 

Q.—And then you both became’ 
underwriters, and then Mr. Beatty 
became an underwriter? A.—Yes. 

Q.—And then after you were all in 
it was that the Manufacturers’ Life 
applied? A.—It was a long time after 
that, at least several months. 


Q.—I mean that the Manufacturers’ 
Life applied for the underwriting? 
A.—Oh yes, applied for the under- 
writing, yes. 

Q.—Did you then become an under- 
writer in your own name, or along 
with some person else in his name? 
A.—In my own name. 

Q.—For how much? A.—$25,000. 

Q.—You had your bonds then at 
the time this resolution was passed? 
A.—I am not sure about that. I don’t 
think I had. In fact I can almost 
say absolutely that I had not them at 
that time. 

Q.—What had happened to them? 
A.—I had sold them. 

Q.—Soon after you had underwritten 
you disposed of them? A.—Very 
soon, a few weeks, if my memory 
serves me right, I didn’t hold them 
more than two or three weeks. 

Q.—You say that after Sir Henry 
Pellatt and you and Mr. Beatty - 
became parties to .the underwriting 
agreement, that the company applied. 
Now was any resolution passed by 
any Committees authorizing you to 
imake an-application on behalf of the 
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company to become a party to the 
underwriting? A.—I don’t think it 
took the form of a resolution. It was 
discussed at our Board, and the Board 
was favorable to it, if we could get 
it. 

Q.—Can you say what particular 
Board or Committee it was discussed 
at? A—No, I cannot. 

Q.—Through whom did you _ sell 
your bonds? A.—I sold them direct, 
by private negotiation. 

Q.—To any Director of the Manu- 
facturers’ Life? A.—No, outside part- 
ies who were not even shareholders in 
the Manufacturers’. 

Q.—They did not pass through any 
broker? A.—No 

Q.—And you found your own pur- 
chaser? A.—Yes. 

Q=-So far as any Director or offi- 
cer of the Manufacturers’ Life was 
concerned? A.—Yes. 

Q.—It did not come through any 

Director? A.—No. 
- Q.—Did you get as'much as Mr. 
Beatty got for his from the Manufac- 
turers’? A.—I did not. I sold them 
too soon to get that. 

Q.—The price in the meantime then 
between the date of your sale and the 
date that Mr. Beatty sold to the Manu- 
facturers, had gone up? A.—Yes, 
people were beginning to feel surer all 
the time of the success of the enter- 
prise, and the energy with which it 
was being pushed forward. 

Q.—When that resolution was passed 
by the Board of Directors, you cannot 
say now whether you had it in your 
mind to buy from Mr. Beatty or not? 
A.—Oh I am ‘sure I had not. 

Q.—That is to say, vou knew he had 
Donde to. seller A. —Yes:) i thuew, ea 
number of the underwriters, and a 
number of the brokers that were 
handling these securities, and my idea 
from the beginning was to buy these 
bonds wherever I could get the best 
terms. 

Q.—Was Mr. Beatty at that time 
offering his bonds for sale through 
any broker do you know? A.—No, 
not that I know of. 

Q.—He wanted to sell, you knew 
that? A.—No, I couldn’t say that I 
even knew that at that time. 

Q.—What amount had Mr. Beatty 
subscribed for or underwritten? A.— 
I don’t know. 

Q.—You don’t know what his hold- 
ing was? A.—wNo. 

Q.—You don’t know what he still 
holds? A.—No. 

Q.—If any? A.—TI don’t know that 
he holds any. 
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Q.—At the time you purchased from 
Mr. Beatty had you any correspon- 
dence with other persons about buy- 
ing from them? A.—Only verbally. 

Q.—No written correspondence? A. 
—No. 

@.—And who would you say, ver- . 
bally, persons who were underwriters 
or brokers? A.—Both. 

Q.—More than one person? A.— 
Yes. 

Q.—What was the best price you 
had so Tee to you except from Mr. 
Beatty? by recollection 
now is Aa 15 per cent. less bonus 
stock. 

Q.—The cash payment would be 
the same, 95? <A.—Yes. 

Q.—And the bonus stock would be 
15 per cent. less than he was offering 
with \hisr A. Ves.) Ii thinks thas wis 
about right. 

Q.—Was the price you arranged 
with Mr. Beatty the first price, or 
was it the result of negotiation? A. 
—It was the first price he asked, 
because I gave him to understand 
that it could not be a matter of nego- 
tiation, that it would not be fair to 
others that I was trying to buy from, 
and I was going to see a number of 
people, and whoever gave me the 
best figure I was going to buy from 
them. 

Q.—Did he know what prices you 
had been offered by other parties? A. 
—No. 

Q.—Had you then received offers 
from others? A.—Yes. 

Q.—And did you receive farther 
offers subsequently from other per- 
sons? -A:-——I did: 

Q.—And he made his offer 95, and 
the bonus stock, and you made up 
your mind to accept it? A.—Yes. 

Qi—For how much? A.—I am not 
sure. J think he only offered me 
$40,000 at that time. 

Q.—There must have been surely 
some definite arrangement made, was 
there not? A.—I always thought my- 
self it was $50,000 until I saw from 
the records here that the last $10.- 
000 was purchased later on appar- 
ently. 

Q.—How long was there betweén 
the first $40,000 and the last $10,- 
000, how long elapsed between the 
two purchases? A.—About eight 
months. 

Q.—So you took $40,000 and then 
in about eight months afterwards 
you took the $10,000? A.—Yes. 

Q.—Seven or eight months. Then 
was the. final ten taken pursuant to 
the original arrangement, or what? 
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A.—I think they must have been. I 
think the original arrangement was 
for the $50,000. I am not positive 
about that, but that was what was 
always in my mind. 

Q.—Was there any discussion 
between you and Mr. Beatty as to 
whether you were entiteld to fifty or 
forty? A.—Oh, he knew what the 
resolution was, that I was author- 
ized to buy $50,000. I think the 
probabilities are, although the records 
seem to show here that the last 
$10,000 were not delivered until 7 
months afterwards, but I think the 
probabilities are that the arrange- 
ment was for $50,000 from the begin- 
ning, because at that time I don’t 
think I could have got $10.000 at that 
price. I feel satisfied I could not. 

Q.—At what price? A.—This $10.- 
000 was at the same price as the ori- 
ginal rorty. 

Q.—If you were getting the final 
$10,000 at less than you could have got 
them on the market, does not that 
bring to your mind any discussion you 
had with Mr. Beatty about that? A.— 
No, I don’t remember this $10,000 at 
all. I was under the impression all 
along that we purchased from the be- 
ginning $50,000. 

Q.—But you don’t know now whether 
there was any discussion abont that 
final ten thousand dollars? A.—No, I 
cannot remember anything about it at 
all, which convinces me that although 
there may have been a delay in deliv- 
ering it, that it was really arranged 
for from the beginning. I cannot think 
anything else. 

Q.—And then this bonus stock from 
the Electrical Development Company 
went into the Prudential Company? 
AY as, 

Q.—Of which Mr. Beatty was one of 
the Directors? A.—Yes. 

‘Q.—One of the shareholders in the 
Prudential Company. Did you make 
any inquiry as to whether those shares 
of the Electrical Development Com- 
pany were paid up? A.—These were 
submitted to our solicitors. 

Q.—Do you say that positively as a 
matter of memory? A.—I know it 
would be, a new company of this kind. 

Q.—You say it would be subm‘tted 
to your solicitors to approve of before 
the purchase money would be paid? 
A.—Yes. 

Q.—Then what other bonus stock 
have you received? A.—Chicaro and 
Milwaukee Electric Railway. %65.000 
of Chicago and Milwaukee Electric, 
purchased with 10 per cent. stock 
bonus about the Ist of June, 1904. 
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Q.—Who was the transaction put 
through with? A.—Osborne & Fran- 


cis. 
Q.—As brokers or owners? A.—<As 
brokers? 


Q.—For you or for the original 
bondholders? A.—The bondholders, 
yes. 

Q.—The vendors? A.—Yes. . 

Q.—You paid no commission did 
you? A.—We paid no commission. 


Q.—The whole transaction then was 
the purchase of the bonds at what 
price? A.—At 97 with 10 per cent. 
stock bonus. 


Q.—Was there more than one pur- 
chase of Chicago and Milwaukee? A.— 
No, not with stock bonus. 

Q. an purchased others later did 
you? A.—Yes. 

Q.—Without any bonus. A.—With- 
out a bonus. 

Q.—And at what price? A.—At par, 
in September, the 29th. 

Q.—That transaction then would be 
somewhat different, would it, from the 
Electrical Development, and the Mex- 
ican Light and Power Stock? There 
would be no underwriting agreement 
submitted to you there to which you 
could become a party? A.—No, none 
whatever. 

Q.—You had no discussion about 
anything of that kind at all? A.—wNo. 

Q.—Could you purchase them at any 
other place than through Osborne & 
Francis? A.—No, they were the 
agents for Canada. 

Q.—So that you made a straight 
purchase ,from Osborne & Francis of 
these Chicago and Milwaukee bonds 
getting a ten per cent. stock bonus? 
A.-Yes. 

Q.—That was in 1904: Was that 
stock bonus shown in the first return? 
A.—WNo. 

Q.—Was it shown in the 1905 re- 
turn Pic; A Yes: 

Q.—So that that stock has never 
been shown in any except the last re- 
tarnin ALS aa isall: 

Q.—Is it shown in the account in 
which you keep the bonds? A.— 
There is a memorandum that we have 
stock here; the particulars would be 
in the docket. 

Q.—Now that page showing the 
bonus stock that you got with the 
Chicago and Milwaukee bonds, is ab- 
solutely blank, except for the name 
at the top? A.—Yes. 

Q.—Why was that left blank? A.— 
I suppose the neglect of the clerk that 
was attending to it. 

Q.—When did you know that it was 
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now. 

Q.—You mean since you commenced 
giving evidence. Didn’t you know 
before that? A.—No, I did not. I 
certainly did not, and more than that 
I thought that in each case—of course 
I cannot give attention to all little 
details in the office, but 1 could have 
gone into the witness box and given 
evidence to the effect, if I had been 
speaking from what I thought I knew, 
that there was a memorandum at the 
top of the page with each bond as 
_ well as in the stock book. 


Q.—That is to say your recollection 
was so clear that you would have stat- 
ed it as a fact that the stock was 
shown at the head of every bond state- 
ment in your books? A.—Yes. 


Q.—It does not appear in any of 
them does it? A.—One or two I think. 

Q.—I did not know that it appeared 
in any? A.—No, it does not appear 
in any. 

Q.—So that there would not have 
been a single instance to justify you, 
would there? A.—No. 

Q.—And you cannot say how it is 
that that page recording the Chicago 
and Milwaukee bonds or stock is en- 
tirely bank? A.—TI think it is just a 
clerk’s neglect. 

Q.—Was there any doubt as to how 
much stock you would get with those 
bondsP A.—wNo. 

Q.—Have you a resolution that 
there was? A.—TI think so. 

Q.—Have you any contract with 
Osborne & Francis that shows? A.— 
I am satisfied it would be in the min- 
utes. 

Q.—Did any other person get any 
. stock with respect to those bonds? 
A.—Not a cent. 

Q:=-Not. a¢share youl mean Aye. 
Not a share. I am sure of that. In 
fact it was only by driving a pretty 
hard bargain that we were able to 
get any stock at all. Osborne & 
Francis thought the bonds were good 
enough at the price without stock. 
May 30th, 1904: the Executive Com- 
mittee. ‘“‘Purchase of 60,000 first 
mortgage five per cent. gold bonds of 
the Chicago and Milwaukee Railroad, 
payable on the Ist of July, 1922, at 
97 and accrued interest with a ten 
per cent. stock bonus bringing our 
holdings in this company up to $100,- 
000, was approved.’’ 

Q.—Then that.was the second pur- 
chaseP A.—Yes. 

Q.—Had you received a ten per 
cent. stock bonus on the previous pur- 
chase ? A.—No, the previous bond 
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was a different bond, it was an under- 
lying bond. 

Q.—So that this was the only issue 
of bonds on which you got a stock 
bonus? A.—Yes. 

Q.—What are those bonds worth 
now? A.—About 101 I think. 

Q.—- Without any stock bonus? A.— 
Yes. 

Q.—So that they are higher than at 
the time you bought, apparently? A. 
—Yes. There were 65 purchased—yes, 
I remember this now, if you will per- 
mit me to explain. I see we sold 3,- 
000. The resolution was to purchase 
60, and there was a party heard that 
we were purchasing these, and asked 
“if he might have 3,000 of them for a 
private estate, and I applied to Os- 
borne & Francis to see if they could 
make our amount $63,000 so that we 
could pass on the $3,000 to this party 
and they said they would rather make 
it an even amount, either 60 or 65, so 
we purchased 65, and sold the $3,000. 

Q.—That left your holdings $62,000? 
A.—Yes, we sold the $3,000 at exactly 
what we purchased them to a gentle- 
man who is in no way, directly or in- 
directly, connected with the company. 

Q.—That left your holding increased 
by $2,000 over the amount that was 
originally authorized? A.—Yes. 

Q.—I suppose no new minute would 
be made for that? A.—I remember 
explaining to the Board; I don’t know 
whether it was incorporated as a min- 
ute or not, 

Q.—So that the transaction was put 
through just in that way? A.—yYes. 

Q.—Now, then, has the Manufac- 
turers’ Life Insurance Company been 
a party to any underwriting agree- 
ment with stock and bonds or stock? 
A.—No. Only that application that 
we made, that was the nearest ap- 
proach we ever came to underwriting. 

Q.—That was as close as you got? 
A.—Yes. 

Q.—And that was to be turned 
down? A.—Yes. 

Q.—That was the only case that 
you ever made an application for the 
liberty of joining in an underwrit- 
ing? A.—Yes. Ry, ee 

Q.—The Mexican Light and Power 
bonds that were underwritten, you 
were discussing the advisability. were 
you, of joining the underwriting? 
A.—Not for the company, no. 

Q.—For whom? A.—Well, some 
friends had been asking me to look into 
it for them, being at the head of a 
financial institution they thought I 
might be able to give them some ad- 
vice on it. ° 
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Q.—Persons connected with the 
company? A.—No 

Q.—Then you say, on behalf of 
some persons who were not at all in- 
terested in the Manufacturers’ Life 
Insurance Company, you considered 
the advisability of underwriting Mex- 
ican Light and Power Company 
bonds? A.—Yes. 


Q.—And entirely for Bunks parties, 
and not for yourself? A.—No, not the 
original underwriters. It was after 
they were underwritten and when 
they got under way and they began 
active work in Mexico, I purchased 
some of the bonds with bonus stock 
for myself. 

Q.—Financed in any way by the 
Manufacturers’ Life Insurance Com- 
pany? A.—No. ' 

Q.—Has the Manufacturers’ Life 
Insurance Company at any time and 
in any way assisted you in financing 
your private investments? A:—No. 

Q.—No financial assistance from 
them in any way? A.—No. 

Q.—Hither by the loaning of money 
or securities? A.—No, I never had 
any securities from the company in 
any way. 

Q.—I noticed in relation to the Pel- 
latt matter that you referred to the 
other day, that securities were put up, 
and that could be done under your 
system without any record of the se- 
curity going out being shown in your 
books? A.—Well, they would be 
shown in the memorandum in the 
vault. 

Q.—Oh yes but I mean on your 
permanent books there would not 
necessarily be any record of that? 
A.—No 

Q.—But you say no stocks or securi- 
ties of the Manufacturers’ Life have 
ever been used in any way to assist 
you in your private matters? A.— 
None whatever. 

Q.—That is without any mental res- 
ie at all?’ A.—Yes, absolutely. 
vately of any kind, or to any amount? 
A.—No. 

Q.—Has there been any case where 
securities of the company have been 
passed out the way they were to Pel- 
latt & Pellatt in connection with the 
transactions we spoke of on Friday, ex- 
cept in that particular case? A.—No. 

Q.—No loan of stocks or bonds has 
been made? A.—None whatever. 

Q—Either to shear or to any other 
directors? A.—N 

Q.—Then in Bi ie to the inquiry 
as to gifts and subscriptions and other 
expenses, you say that the donations 
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made by the company in May, 1903, 
were $500, February 14th, 1905, $500, 
and February 15th, 1905, $500, these 
cifts being to the National Sanitarium 
Association? A.—Yes. 

Q.—What account are those in, in 
your books; have you the account 
here so that. you could show me where 
te are entered? A.—It would be 
in ‘Sundry expenses.’ 

hQ) tane have vou not the sundry 
expense account here? A.—I don’t 
know. 

MR. McLAUGHLIN: We can send 
down for it and have it here in a few 
minutes. 

MR. TILLEY: They are shown in 
an account that you called Sundry 
Expense Account? <A.—Yes. 

Q.—We need not send for it; I can 
see it some other time, if we find that 
it is necessary. But you say that no 
other gifts have been made by the 
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pany? A.—Absolutely none. 

Q.—Every other payment has been 
for value received? A.—Yes. We be- 
leve this one was too. 

Q.—I was just going to say, all that 
you have to say about those payments 
is set out in the correspondence pro- 
duced down in Ottawa? A.—Yes. 

Q.—You claim at any rate that it is 
a proper thing in your opinion for an 
insurance company to subscribe to an 
institution that has the same objects 
as the National Sanitarium. A.—Yes, 
when that is doing so much to reduce 
the death rate. 

Q.—And that was the ground on 
which you paid it ? A.—Yes. 

Q.—And all the arguments pro mI 
con on that subject are set out in*the 
correspondence and whether rightly or 
wrongly you have set out your views 
there? A.—Yes. 

Q.—Attached then I see a statement . 
of the payments out for legal expen- 
ses, which do not seem to require any 
comment at all. Then you have made 
a return also with respect to salaries 
and commissions. You have set out 
the officers’ salaries. You have com- 
menced in 1901, that is when the new 
company was formed? A.—Yes. 

Q.—And your salary during 1901-2- 
3-4 was $7,500 per year? A.—Yes: 

Q.—And then in 1905-6 it has been 
$9,000 a year? A.—Yes. 

Q.—Is that covered by resolution do 
you know? A.—Yes. 

Q.—The salaries? A.—Yes. 

Q.—Could you turn me up the au- 
thorization for 1905? Then the Assis- 
tant Manager’s salary, Mr. Robert 
Junkin, at present amounts to about 
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ee less than yours, $6,000? A.— 
es. 

Q.—Would that be at the full Board 
of Directors, or at some Committee? 
A.—It would be first fixed by the Sal- 
ary Committee, and then reported by 
the Salary Committee to the Board, 
and approved by the Board. 


Q.—I think you told us the other 
day that there is generally a special 
committee appointed at the end of 
each year to deal with salaries for the 
next year? A.—Yes. 

Q.—And that Committee makes a 
report and then does the full Board 
ratify that each time? A.—Either the 
full Board or Executive. The Execu- 
tive is practically the same as the 
full Board, that is for all practical 
purposes. It is all the members of the 
full Board that are likely to attend. 

Q.—And then the only other salary 
of any person in the office that I think 
it is proper to mention is the salary 
of Mr. Robert Junkin, the Assistant 
Manager, which you say is $6,000 at 
present? A.—Yes. 

Q.—And was $4,800 for the first 
three years after the company was 
formed and then $5,400P A.—Yes. 

Q.—-And then, $6,000? -A.—Yes. 

Q.—Those changes would also be au- 
thorized by special resolution? A.— 
Yes. 

Q.—Will you say how the salary 
you received in 1901 from the New 
Manufacturers Life Insurance Com+ 
pany compared with the salary you 
received from the old Manufacturers 
Company? A.—It was the same. 

Q.—How long had it been the same? 
A.—I joined the company as general 
manager in May, 1895, and my agree- 
ment was $5,500 a year to begin with, 
increasing $500 a year until it reached 
$7,500. 

Q.—So that it had been $7,500 be- 
fore you entered the new company? 
ALY Gs, 

Q.—And then was your brother the 
Assistant Manager, an officer of the 
old company? A.—He had been an 
officer of the old company and had 
left our service to join the Imperial 
about the time that the Imperial Life 
started, as Superintendent of the 
Imperial, and I think it was about 
the time of the amalgamation that 
we secured his services again. 

Q.—Then he came back to the Man- 
ufacturers’ Life about July, 1901, or 
sometime during 1901? A.—Yes. 

Q.—And can you say how his salary 
compared with the previous salary? 
A.—With the salary he was getting 
with our company before? 
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Q.—Well, I think it is fairer to say 
with the last preceding salary he was 
receiving if you could fix that? A.— 
I think he was drawing pretty near 
as much if not entirely as much from 
the Imperial. 


Q.—That salary was not a very great 
increase you say? A.—No. 

Q.—In connection with those salaries 
did you or your brother at any time 
receive any commissions on policies? 
A.—No, none whatever. 

Q.—On applications that were sent 
into the Head Office or at any other 
office? A.—In no shape or form. 

Q.—Can you go and add anything 
to that? A.—Absolutely, neither di- 
rectly nor indirectly. I want to be as 
emphatic as it is possible to make it 
that neither of us have received a dol- 
lar of commission from the Manufac- 
turers Life Insurance Company in any 
form. 

Q.—You have never received any- 
thing from the Manufacturers’ Life 
Insurance Company, from the company 
itself or indirectly through any agents 
of the company, or from any source 
of commissions on premiums, except 
your salaries? A.—In no way. You 
can turn it in aS many ways as you 
like and I can say no to them all ab- 
solutely and positively, directly or in- 
directly. 

Q.—That seems to be coming out 
pretty strong, Mr. Junkin? A.—That 
is strong and that is the case. Allow 
me to qualify that with regard to the 
old Manufacturers’. I was agent for 
two years for the old Manufacturers’ 
Life and of course received commis- 
sions then. 

Q.—You were agent while manager 
as well? A.—Oh, no. 

Q.—That was while you were gen- 
eral agent down in Quebec? A.—Yes, 
of course I received commissions on 
that contract. 

Q.—Then taking the commissions, 
salaries and so on, ‘‘Fees paid to Di- 
rectors,’ I see that in 1901 they 
amounted in total to $2,535. and in 
1902 they amounted to $5.823.25? A. 
—Yes, the first year would be a frac- 
tion of a year. 

Q.—I assume that that would be 
so, that the lower amount for the 
first year, about half, would be by 
reason of it being a half year? A.— 
Yes. 

Q.—Mr. Mclaughlin suggests that 
there has been no change in the 
amount payable to Directors for their 
attendance at meetings since the com- 
pany was incor porated, is that right? 
A.—No, it is $5 for each meeting. 
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Q.—And then besides the $5 for each 
meeting is there any annual allow- 
ance? A.—An honorary fee of $50 a 
year. 


@.—Has that been changed? A,— 
No. 


Q.—So that each Director receives 
$50 each year because he is a Director 
and then he receives $5 in addition 
ee each meeting that he attends? A. 
ewig! 

Q.—Does that apply to the meetings 
of the Finance and other Committees? 
A.—yYes, all the meetings. 

Q.—Every Committee meeting or Di- 
erat meeting that he attends? A. 
—Yes. 

Q.—Are out of town members al- 
lowed their travelling expenses? A. 
—Two or three. 
here? A.—Yes. 

Q.—I see you have marked them 

Q.—You have marked James Mills. 
William Strachan, A. J. Wilkes, and 
two from Quebec as receiving some 
allowance for travelling expenses? A. 
—Yes, some small allowance. 

Q.—And in the cases of those Di- 
rectors who were paid their travelling 


expenses, the highest amount paid to, 


any of them seems to be to Mr. A. J. 
Wilkes, of Brantford, I suppose? A. 
—Yes, he attends very regularly. 

Q.—I see in 1904 he received 
$184.50? A.—Yes. 

Q.—Which is the largest sum he has 
been paid, and other years about $150 
to $160. The others do not seem to 
reach that amount. There seems to be 
a lot of items here of $50? A.—Well, 
you see each member gets $50. . 

Q.—He gets the $50 whether he at- 
Sends) or noble. A.) eau Coat. isa 
sort of retainer. 

Q.—I see that Mr. William Mac- 
kenzie has been getting his retainer, 
$50 per year without any $5 being 
added for a meeting. I see some 
others, R. R. Maclennan has not at- 
tended a meeting? A.—No. 

Q.—But re-appointed each year? 
A.—He generally comes to the annual 
meeting. He is so well satisfied with 
how matters are going that he does 
not deem it necessary to come back. 

Q.—Then I see that the President’s 
remuneration has been increased re- 
cently. What was the amount of the 
increase? A.—$500. 

Q.—That is to say, in 1904 the 
amount vaid to the President was 
$1.095. How was that computed? A. 
—The thousand dollars is his honor- 
arium and the $95 must have been 
for attendances. 

Q.—So that in the same way the 
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President’s allowance for the year 
would be $1,000, instead of $50 to the 
ordinary Director? A.—Yes. 

Q.—And then he would be paid $95 
for his attendance at about 19 meet- 
ings during the year at $5 per meet- 
ing? A.—Yes. 

Q.—Then you say it was increased 
by $500, making the honorarium for 
the year $1,500P A.—Yes. 

Q.—Was there any particular rea- 
son for that increase? A.—No, only 
the company is growing larger, the 
responsibilities increasing,—the com- 
pany has just doubled in size in round 
numbers since its amalgamation. The 
responsibilities are greater. 

Q.—You think by reason of the 
larger business transacted and _ the 
erowth of the company that it war- 
rants the addition of $500 to the hon- 
orarium of the President? A.—Yes. 

Q.—In the old Manufacturers’ Life 
the honorarium of the President, Mr. 
Gooderham, was how much? A.— 
$2,000 a year. 

Q.—Was he paid for meetings he at- 
tended as well? A.—Yes. 

Q.—So that the honorarium for this 
company has not yet reached the hon- 
orarium paid by the old company to 
Mr. Gooderham? A.—No. 

Q.—Then the Vice-Presidents, how 
are they remunerated? A.—They get 
$600 each. 

Q.—They do now? A.—Yes. 

Q.—Apparently always did. I was 
looking at the first year there and it 
seemed to be a little less than that, 
but that was a half year? A.—That 
was a half year. . 

Q.—And their remuneration has not, 
been changed, being $600 a year for 
each of the two Vice-Presidents and 
$5 for each meeting? A.—Yes. 

MR. .SHEPLEY: Mr. Junkin, I 
want to ask you a question or two 
with regard to some documents that . 
have been brought here this morning 
and which are supposed to throw light 
upon a matter that was mentioned in 
the report made by Mr. Blackadar 
upon his inspection for the year 1900, 
which has already been touched upon. 
That is the payment to Mr. Gooder- 
ham of some $34.000. What is this 
first paper? A.—TI have not had time 
to study this as carefully this morn- 
ine as I would like. 

Q.—Look that over. I will give you 
time to refresh your memory. A.— 
This is an agreement signed in 1891. 
That was before my time with the 
company. It is between the Manufac- 
turers’ Life and Mr. George Gooder- 
ham, by which it would appear that 
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the Manufacturers’ Life had purchased 
the renewal interest of certain agents 
amounting in all to $30,000 and Mr. 
Gooderham repurchased it from the 
company for the same amount, paying 
in $30,000 to the funds of the com- 
pany. 

Q.—In the first place this appears 
to be a copy only? A.—Yes. 

Q.—Is the original in the posses- 
sion of the company? A.—I _ think 
that it is altogether likely that it 
is. 

Q.—I would like to have that 
looked up. It is an agreement of 
the 17th of December, 1891, between 
the Manufacturers’ Life and George 
Gooderham. ‘‘Whereas the company 
have commuted (certain agents col- 
lection commissions on future prem- 
iums on their policies and the said 
Gooderham has agreed to advance or 
pay the sum of $30,000 paid by them 
for such future commissions, particu- 
lars of which are set out in the sched- 
ule hereto.’? There is no schedule to 
this perhaps the original when you 
produce it will ‘have the séhedule. 
That means that the company have 
agreed to commute the rights of cer- 
tain agents ‘to receive commissions 
for the future upon business which 
they have controlled, for the sum of 
$30,000 in all? A.—Yes. 

Q.—That is the company required 
to have $30,000 with which to make 
the commutation? A.—Yes. 

Q.—And then the recital is that 
Mr. Gooderham has agreed to advance 
that amount to the company? A. 
—Yes. 

Q.—With which the company shall 
make the commutation. A.—Yes. 

Q.—‘‘Now it is declared and agreed 
that the said commuted commissions 
shall be applied from time to time in 
or towards payment of the said sum 
of $30,000 with interest as and when 
the premiums are collected in res- 
pect of which the said commissions 
are to arise and so from time to time 
until the said $380,000 be fully paid, 
with interest at 6 per cent. payable 
half yearly in June and December 
in every year, and the company 
agrees to pay over to Gooderham as 
and when the same become payable 
the commuted commissions aforesaid 
untll the said sum is fully paid.’’ 
Did Mr. Gooderham, so far as your 
records show, advance the $30,000 as 
the agreement states? A.—Yes. 

Q.—And then how long did it take 
to pay off the $30,000 out of the 
commissions as they came in? A.— 
They were not paid very regularly 
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and when I came to the company I 
found matters in that state. Mr. 
Gooderham had received back a cer- 
tain amount. 


Q.—What was not paid regularly? 
A.—These commissions. 

Q.—To him do you mean? A,— 
Yes. 

Q.—Or by the neonle who paid the 
premiums? A.—To him. 

Q.—They had not been paid regu- 
larly by the company to him. The 
premiums themselves have been com- 
ing in of course? A.—Yes. 

Q.—But you say that the amounts 
of the commissions commuted had 
not been regularly deducted and paid 
over to Mr. Gooderham? A.—Yes, 
and when I came to the company as 
Manager— 

CEST OOo r et ALI) 00" /yesyerd 
think there had not been anything 
paid for sometime, a year or so, and 
as the matter had been’ running 
behind we continued to let it run 
behind until I think it was in about 
the year 1899 we decided to repay or 
pay off the whole matter in a lump 
sum. ? 

Q.—Then we will come down to 
1899. What was the reason that you 
did not take the matter up and see 
that as the premiums came in the 
commissions were deducted and paid 
over ? A.—Largely because it 
required so much clerical work to go 
into the matter and calculate these 
commissions and I felt this way 
about it that it was money the com- 
pany owed Mr. Gooderham and _ has| 
to be paid sometime and _ it didn’t 
make very much difference when it 
was paid. 

Q.—Is there anything in this, that 
as events turned out the commissions 
would not have been earned up to 
the full $30,000? A.—I never went 
into it carefully enough to know. In 
fact I cannot say that I ever went 
into it at all. 

Q.—Then you are not able to tell 
me that there ever was a fund within 
the meaning of this agreement out 
of which the $30,000 could be paid? 
A.—No, I cannot say that there was. 

Q.—Of course you quite see that 
the $30,000 was to come out of that 
and out of nothing else? A.—Wel!, 
it would seem so, legally. 

Q.—And if the commuted income 
did not produce the $30,000 there 
was no fund for the payment of the 
money. That is right isn’t it? A.— 
That would seem to be right. 

Q.—Then, not because it seems to 
have anything to do with it, bet 
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because these documents have been 
given to me, I ask the next thing, 
was it all paid that appears here? 
We will get what took place in later 
years further on. This purports to 
~ be an extract from the minutes of a 
Directors’ meeting held on the 28th 
of March, 1895, before the annual 
meeting. ‘‘It was moved that the 
following by-law be added to those 
of the company. The Directors of the 
Manufacturers enact as follows; that 
George Gooderham, Hsq., the Presi- 
dent of the company shall receive 
for his services as President an hon- 
orarium at the rate of $2,000 per 
annum, to date from the lst of Janu- 
ary, 1895, to be paid out of the com- 
pensation provided from time, to time 
for Directors.’? Was that the first 
occasion upon which Mr. Gooderham 
was paid an honorarium? A.—Yes. 

Q.—He had given his services for 
nothing before, or had he _ received 
Directors’ Fees? A.—Just Directors’ 
Fees, $5 a meeting. 


Q.—‘‘To be paid out of the com- 
pensation provided from, time _ to 
time for Directors.’’ What does that 
mean? A.—Well it really means 
that it would be included in the 
returns to the Government as Direc- 
tors’ fees. It would be added to the 
total of the $5 paid to Directors and 
it would all be paid as Directors’ 
Fees. i 

Q.—That was the intention of that. 
I am glad to have you tell me that, 
but that is not exactly what I was 
asking. What does ‘‘Compensation 
provided from time to time for Direc- 
tors,’? mean, because that is the fund 
out of which this $2,000 is to be paid? 
A.—I don’t know why it should be 
drawn in that way, except the idea 
was in the mind of whoever drafted 
it, that from time to time during each 
year there would be a certain amount 
set apart for paying Directors’ fees. 
As a matter of fact that is not really 
how it is done, because the amount of 
the fees— 

Q.—Is not ascertained until the 
end of the year? A.—Until the end 
of the year, yes. 

Q.—That of course does mean that 
it was an immediate addition to any 
provision that had theretofore been 
made of $2,000 a year? A.—Yes. 

Q.—Then I pass on to the next 
document, which seems to be a min- 
ute of the Executive Committee held 
on the 30th of December, ’97. There 
is a’ laudatory recital with respect to 
Mr. Gooderham’s services and _ assist- 
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ance to the company, and the com- 
pany is desirous that he should still 
continue to take an active interest 
in the company. ‘Therefore be it 
resolved that the annual honorarium 
to the President be increased from the 
sum of $2,000 to the sum of $5,000, 
such increase to take effect from the 
Ist of January, 1898, and to be pay- 
able quarterly during his lifetime.’ 
What do you remember about that? 
A.—Well, my recollection of that is 
that the extra $3,000 a year was in- 
tended as a means of repaying him 
this $30,000, this advance that he had 
made or the balance of it, whatever 
was then due him. 


Q.—Mr. Gooderham was then in the 
prime of life was he not, almost? A. 
—No, I should say he must have been 
nearly 70 years of age. 


Q.—At all events his mental and 
physical vigor did not seem to be very 
much impaired at that date, did it? 
A:—No, 

Q.—And the recital is that the com- 
pany is desirous to have him continue 
his interest in the company, to take 
an active interest in the company. 
That recital you think was probably 
intended ,to politely cloak the real in- 
tention? * A.—It looks like it. 

Q.—Was there even at that time 
any discussion as to whether or not 
there was any fund or ever had been 
any fund out of which he could pro- 
perly be paid the balance of the 
$30,000? A.—No, that feature of it 
was not discussed very much. The way 
the Board looked at it was that he 
had practically made the company an 
advance in its early days to help to 
secure business and keep the company 
in good shape. 

Q.—He had made his bargain? A. 
—-And that there was a moral obliga- 
tion to repay him as soon as the com- 
pany was in a position to do so in 
some form. 

Q.—And that moral obligation took 
the form of an increase of $3,000 a 
year? A.—Yes. 

Q.—At that time was there any ac- 
count taken of what was due him, 
even assuming that the company owed 
him anything? A.—Yes. 

Q.—Can that be found? A.—I don’t 
know, I’m sure, whether it could be. 

Q.—There is a subsequent account 
here but it is dated January, 1900, 
and this is December, ’97, so that 
could not be it? A.—No, that would 
not be it. We can ascertain exactly 
what was due him, whether we can 
lay our hands on the account that 
may have been made out just at that 
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particular time or not I don’t know, 
pa the books will show what was due 

im. 

Q.—Get that if you can and let me 
have a reference to the books that will 
show just what was due him. Then 
the next document in point of date 
that is given me is dated the 3rd of 
_ January, 1899, and seems to be an 
agreement between the Manufacturers’ 
and Mr. Gooderham, with a good 
many recitals in it, but we had bet- 
ter look at them all. Then you can 
tell me, has this reference to the 
transaction you have been speaking 
of? A.—Yes 

Q.—‘‘Whereas George Gooderham 
advanced certain moneys to the un- 
dersigned Manufacturers’ and took as 
security a transfer of certain com- 
muted agents’ commissions.” Now, 
that is only a partial statement of 
the fact is it) not?! *At—-Ne@.\thae. is 
practically the same I think. 

Q.—I think not: There was no 
other fund, there was no personal lia- 
bility on the part of the company to 
repay him, you will remember in the 
early agreement all he was entitled 
to do was to resort to the commuted 
commissions. He had that right any- 
way. Then we wil pass on. ‘And 
whereas the company have not repaid 
to the said Gooderham the moneys to 
which he is entitled by virtue of the 
commuted commissions agreement and 
the said Gooderham has demanded, as 
it was understood he should be en- 
titled to do, a further assignment of 
all agents’ commuted commissions now 
in existence.’?’ What do you say to 
that; had there ever been, as far as 
you are aware, any such understand- 
ing? A.—No, not so far as I am 
aware. 

Q.—‘‘And whereas the Insurance 
Company have placed a large amount 
of business on the books of the com- 
pany on a brokerage basis,’’ ‘‘And a 
large amount of the business of the 
company has been placed upon the 
books of the company by agents who 
have received salary.’’ That means 
that there is a large amount of the 
business upon which commissions are 
not payableP A.—Yes. 

Q.—‘‘And whereas a large amount 
of business has been placed upon the 
books of the company by agents of the 
company who are entitled to an in- 
terest in renewal commissions, and ar- 
rangements have been made with 
such agents whereby the company 
have acquired the right to such re- 
newal commissions.’’ That means that 
you had arranged with certain of 
your agents who were entitled to com- 
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Oirhiee Uy 
missions out of renewals, to forego 


those in favor of the company? A.— 
Yes. 

Q.—So that the company was en- 

titled to them? A.—yYes. 
_Q.—‘‘And whereas the company from 
time to time becomes entitled, from 
lapses, surrenders, etc., to a certain 
interest in policies over and above 
what they have been required to set 
aside as a reserve.’ That means that 
in the ordinary conduct of the insur- 
ance business surrenders and lapses 
are a source of revenue to the com- 
pany? A.—Yes. 

~ Q.—‘‘And whereas the company have 
agreed to assign’? and so on to the 
said Gooderham, the company then as- 
signs, ‘‘all our right, title and inter- 
est in the moneys or claims which 
really now belong or hereafter shall 
come to the company on account of 
any matters hereinbefore  recited.’’ 
That is your rights to commuted cam- 
missions in addition to the commuted 
commissions that he had a security 
on? A—Yes. 

Q.—What rights had you in respect 
of brokerage business and_ salaries 
business? A.—Well, that was referred © 
to as business the future premiums on 
which would be paid into the Head 
Office. 

(Y— Were these intended to be as- 
signed by this to Mr. Gooderham? 
At Yes: 

Q.—The whole premium was as- 
signed? A.—Oh no, not the premium; 
what would ordinarily be commission. 

Q.—That is not actually expressed 
in that way, but that is what you in- 
tended it to mean? A.—Yes. 

Q.—And it is everything in the na- 
ture of renewal commissions which 
agents had given up to the company ? 
A.—Yes. 

Q.—And everything that you got by 
virtue of lapses and surrenders, these 
were all transferred to Mr. Gooder- 
ham absolutely? A.—Yes. 

Q.—Then there is a provision that 
the agreement is to be void on pay- 
ment to Gooderham of the sum of 
$20,500, together with interest half- 
yearly at the rate of four per cent. 
from the Ist day of January, 1899? 
A.—yYes, that was the balance due Mr. 
Gooderham at that time. 

Q.—Was an account then taken? 
A.—Yes. 

Q.—He was then to receive all these 
moneys as they came in until he was 
paid $20,500? A.—Yes. 

Q.—And you could pay that at any 
time and stop it? A.—Yes. 

Q.—Then the matter goes on for 
another year, and in January, 1900, 
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on the 2lst day of the month, this 
seems to be an extract ‘from the min- 
utes of the Board. “‘Re advances 
made on account of commuted com- 
missions by certain Directors. This 
matter was discussed, and it was de- 
cided to repay these advances forth- 
with.’’ And at this same meeting, 
“the issue of new stock at a premium 
of $12 per share was authorized,’’ 
That is in respect of your amalgama- 
tion P A.—Yes, that $12 per share 
just came to sufficient to repay these 
advances. 


Q.—The payments were made as fol- 
lows, ‘“‘George Gooderham $39,044.- 
72.’ How had it grown in a year from 
$20,000 up to that? A.—That includ- 
ed another $20,000 which he advanced 
the company in connection with a loss 
on an old mortgage that was made 
sometime in the early history of the 
company, and on which there was a 
loss of $20,000. 


Q.—Had this all been actually done 
and the moneys paid over to these 
gentlemen before this minute was 
made? A.—Oh no, these payments 
were made afterwards. 


Q.—And this was intended as an 
authorization to make these payments ? 
A.—Yes, and the stock was called up 
for the purpose of making these pay- 
ments. 

Q.—The minute does not say so, but 
that was the reason for calling it up? 
A.—Yes, so that it was really paid by 
the shareholders paying ,a bonus on 
the new capital. 

Q.—Then there is no reference here 
to any further advance that Mr. Good- 
erham had made—in terms? A.—No, 
not in terms. 

Q.—When had the advance been 
made, between those two dates, be- 
tween January gf ’99 and January of 
1900, do you remember? A.—No, I 
don’t remember. 

Q.—Do you think it was between? 
A.—No, I could not tell offhand. That 
is ‘where Mr. Gooderham took the 
property over, $60,000; that is he paid 
the company $60,000 for the property 
which we foreclosed, the understand- 
ing at the time being that the value 
of it was only $40,000. Even that 
was considered a good deal more than 
we could get from any other source if 
we had to go on the market with the 
property and sell it at that time; the 
estimate was that we would get about 
$20,000 for it. 

Q.—Then I would like to know what 
was that Leslie mortgage, what did it 
cover substantially? I don’t want it 
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with exactness. When had the money 
been advanced on the Leslie mort- 
gage P A.—Oh I should think the 
year ’89. I would not be sure about 
that, but that would be very close to 
it, ’89 or ’90, and before my connec- 
tion. 


Q.—What amount had been ad- 
vanced? A.—TI think about $60,000. 

Q.—Where was the property? A.— 
It was down in the east end, the Les- 
lie nurseries. Part of it was the 
Leslie nurseries and part of it was on 
the north side of Queen Street. 

Q.—And at the time of the loan had 
Mr. Gooderham any connection with 
the company? A.—Yes. 

Q.—Was he the President of it? 
A.—He would either be President or 
Vice-President. 

@.—Then the property had been on 
your hands and you had foreclosed it? 
A, Yes. 

Q.—And there was due something 
more than $60,000 to make you clear? 
A Yes, 

Q.—Now if I understand this min- 
ute with that preface, the position of 
the mortgage account was discussed, 
the valuations were considered, and 
Mr. Gooderham offered for the whole 
property the sum of $60,000. That is 
right so far is it? A.—Yes. 

Q.—And then the company decided 
to take $60,000, convey him the prop- 
erty and write off the balance over 
and above the $60,000 which the prop- 
ertv had stocd them? . A.—Yes. 

Q.—That is accurate is itP A.—.\s 
far as it goes it is. 

Q.—Is there anything to add to 
Loate VA es, 

Q.—I am speaking now of this min- 
ute, and what it indicates. A.—Well, 
this is the first time that I have looked | 
up this minute for a good many years, 
and I did not remember just how the 
minute was drawn, or whether -this 
matter is referred to in another min- 
ute or not, but certainly the agree- 
ment was that Mr. Gooderham was to 
get back $20,000 as soon as the com- 
pany was in a position to pay him. In 
other words that $20,000 was to be 
added to his commuted commission ac- 
count. 

Q.—Then you were writing off $20.- 
000 in addition to the surplus over the 
$60,000? A.—Yes. 

Q.—Why is not that mentioned 
here? A.—I don’t know. I thought 
it was in that minute, or in some 
minute. 

Q.—That was to be added to his 
commuted commission account? <A,— 


Yes. 
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@—Now the date of that minute 
pel A.—The 12th of January, 

Q.—With that in mind let us go 
back. I think you will find that that 
is the date of the approval of the min- 
ute, and that it is really the 30th of 
December, ’97? A.—Yes, you are 
correct. 

Q.—That was the same date upon 
which the laudatory resolution was 
passed and the honorarium was in- 
creased. It follows on after that? 
A.—Yes, I see it is. 


Q.—Now in the light of that do 
you wish to revise or add anything to 
what you have told me with regard 
to the meaning of that increase of 
honorarium? A.—Yes, that brings to 
my mind the fact that the honorarium 
was intended as a repayment, whether 
it was simply as a repayment of this 
$20,000 or of the whole account due 
him I couldn’t say offhand, without 
looking into it. 

Q.—You cannot recollect? A.—No. 

Q.—Is that what you spoke of a few 
minutes ago as an advance of $20,- 
000° A.—T don’t remember in what 
connection I used that. 

Q.—When I was asking you how the 
account had grown from $20,000 to 
$39,000P A.—Yes, that is how it oc- 
curred. 

Q.—That is how it had grown? A.— 
Yes. 

Q.—By taking into the account $20,- 
000 which was not mentioned in the 
resolution? A.—Yes. 

Q.—Now vou are quite clear about 
that? A.—Yes sir, quite clear. The 
only point I am not clear about is as 
to whether this additional $3,000 hon- 
orarium was considered sufficient to 
reimburse him for the whole $39,000 
or simply for this $20,000. 

Q.—Something had been: paid on 
account in the meantime, because it 
was $20,500 in respect of the old ad- 
vance, and on the taking of that ac- 
count it would be $40,000, so a little 
would seem to have been paid during 
the year? A.—Yes. 


Q.—Then in pursuance. of this au- 
thorization at the meeting of 21st 
January, 1900, was Mr. Gooderham 
paid his $39,044.72? | A.—Yes, 


Q.—And the other gentlemen named 
were paid the advances named there 
too?’ A.—Yes. 

Q.—We have not heard about these 
gentlemen, but were their advances 
made on commuted commissions also? 
A.—They were all done at exactly the 
same time, and in the same way. The 
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amount as mentioned is $30,000 of 
Mr. Gooderham’s. I think that $30,- 
000 originally was the total amount. 

Q.—You think he underwrote some 
of that? A.—Including these others, 
I think he took the debt off their 
hands. 

Q.—You think he was entitled as 
between himself and them to receive 
everything that was paid? A.—Well 
now I perhaps am wrong there. I 
think I am. These gentlemen remain- 
ed in the same position. A 

Q.—But they had advanced money 
to enable you to carry out the com- 
mutations with your agents away back 
in 1901? A.—Yes. 

MR. McLAUGHLIN: ’91 of course 
is before Mr. Junkin’s time. He can 
only speak from what he has heard. 

MR. SHEPLEY: In 1900 you were 
not taking part in this piece of busi- 
ness without satisfying yourself that 
you knew something about it, its orl- 
gin and its history? A —Yes, I knew 
pretty well about it at the time. Of 
course it is difficult for me to remember 
the details now. 

Q.—I am not criticising your mem- 
ory at all. I think it is very excellent, 
Mr. Junkin. Then on the 15th of 
March, 1900, it was moved by Mr. 
Lennox. 

MR. McLAUGHLIN: That was at 
the annual meeting of the company. 


MR. SHEPLEY: That does not ap- 
pear in the paper given to me, but 
let us have the minute itself. On the 
15th of March at the shareholders 
meeting, I will read from this in my 
hand, and you will follow this. Tt 
was moved by Mr. Lennox, seconded 
by Mr. Mills, that whereas to make 
sood certain loss on investments 
(reads to “‘that the action of the Board 
in making such payments be ratified 
and approved and that the payment 
of the balance so remaining unpaid be 
authorized.’’) A.—Yes, that was a 
eeneral meeting of shareholders. 


Q.—The remaining balance of $39,- 
044 to Mr. Gooderham, and $893 to 
Mr. Warren, on the 22nd of January, 
and the balance of $3,500 still un- 
paid? A.—yYes, that is correct. 

Q.—Then let us sum up the trans- 
actions to the present moment. Or- 
iginally there was a fund out of which 
Mr. Gooderham was entitled to re- 
ceive $30,000. That is right so far? 
A. Yes. 

Q.—Whether or not that fund ever 
came into existence so that he could 
draw upon it. you don’t know? A.— 
No, and T might remark about the. 
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$30,000; I might add the words ‘‘and 
others.’? Although in several places 
it is spoken of as Mr. Gooderham, it 
was Mr. Gooderham and others. 

Q.—During Mr. Gooderham’s _pre- 
sidency of the company, while he was 
connected with it in that way, a loan 
of $60,000 had been made upon pro- 
perty which turned out afterwards to 
be insufficient? A.—Yes. 

Q.—Causing some loss, whatever it 
may have been, in any event, over 
and above the $60,000? A.—Yes, that 
was written off. 

Q.—There was a resolution which 
authorized the sale of the property 
out and out to Mr. Gooderham for 
$60,000? A.—Yes. 

Q.—Nothing in the resolution about 
charging back upon the company the 
$20,000? A.—No, that was supposed 
to be covered by the additional reso- 
lution giving him the additional hon- 
orarlum of $38,000 a year, 

@:=-The resolution giving him the 
honorarium is silent upon that? A. 
—Yes. 

Q.—And then in 1900 both sums, or 
what had not been collected in respect 
of them by Mr. Gooderham, were act- 
ually paid to him? A.—Yes. 

Q.—And paid to him in cash? A.— 
Yes. 

Q.—Do you say that the company 
foreclosed or that Mr. Gooderham 
foreclosed ? A.—The company, I 
think, foreclosed. 

Q.—Was the mortgage standing in 
Mr. Gooderham’s name? A.—Not that 
I am aware of. I don’t think it was. 
Oh, no, it would not be. It was a 
regular company mortgage. 

Q.—Because I see a suit of Gooder- 
ham y. Leslie in your legal expenses 
for 1901 in respect of which certain 
costs were paid by the Manufactur- 
ers’ to the solicitors for the Manu- 
facturers, who were then Messrs. 
Beatty, Blackstock & Co. Was not 
that in respect of this property? A. 
—I had not noticed that. I could not 
make any explanation of that without 
looking it up. 

Q.—Then I won’t delay you with 
that. Then is this the account that 
Mr. Gooderham made up for your 
dealing with him by that resolution of 
January, 1900P A.—That looks like 
a memorandum made up in our of- 
fice, judging from the writing. 

Q.—This seems to be a copy of it? 
A Ves: 

Q.—The exact sum is that named in 
the resolution, $39,044.72? A.—Yes. 

Q.—I see you paid Mr. Gooderham 
the $20,000 not out of honorarium 
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at all, but in cash with two years’ 
interest at four per cent? A.—The 
honorarium was paid for about a year, 
and then in adjusting the account 
later that was taken into considera- 
tion, and the amounts paid him as 
honorarium were deducted. 


Q.—I would rather you would not 
speak hastily about that, because the 
account does not indicate anything 
of the kind. It may be quite right, 
but upon the face of the account it 
agrees entirely with the account that 
you have given me? A.—Well, here 
are the deductions, $750. His honor- 
arium was paid him quarterly. There 
is four quarters of $750 each. 

Q.—Then you may be quite right; 
four times $750 would be $3,000? A. 
—Yes, and the company is also given 
credit for the interest on those as 
well, 

Q.—So he gets interest at 4 per cent. 
on his $20,000 and you get interest 
upon the payments of honorarium, 
which he credits back? A.—At the 
same rate, yes. 

Q.—I am not quite through with 
the subject, but I am coming to an- 
other document, so perhaps it will be 
convenient to adjourn. 

(Adjourned to 2 p.m.) 


rs 


AFTERNOON SESSION. 

Resumed at 2 p.m., Tuesday, May 
Ist, 1906. 

MR. SHEPLEY: Q.—When Mr. 
Blackadar made his inspection, with 
which I opened this branch of the ex- 
amination, in the early part of 1901, 
he stated there was an item of $43,- 
234.56 of cash paid out to Mr. Good- 
erham; is that arrived at by adding 
together the $3,500 to Mr. Warren 
and the $39,000 to Mr. Gooderham? 
A.—Yes. 

Q.—Mr. Blackadar’s memorandum 
goes on to state that this cash was 
not entered in the statement of ex- 
penditures either in the Government 
statement or in the Company state- 
ments, was that correct? A.—In the 
published statements, yes. We thought 
as it was being paid in by the share- 
holders according to resolution at the 
annual meeting it was not necessary 
to enter it either way. 

Q.—Were not the shareholders in 
your view entitled to know what be- 
came of the money they paid in for 
their stock, is that your idea? A.— 
They knew by the annual meeting, 
the minutes of the annual meeting 
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would show just what was done with 
ibe 

Q.—I don’t suppose the shareholders 
read the minutes of the annual meet- 
ing, but they may read the statements 
you put out, at all events it did not 
appear? A.—No. 


Q.—And it did not appear in the 
Government statement? A.—No. 

Q.—Will you let me see where that 
appears in the books of account of 
the company? <A.—It was put into 
the Government statement afterwards, 
Mr. Blackadar made his 

Q.—Did it appear in your books 
anywhere before the Government made 
a fuss about it? A.—Oh, yes. 

Q.—That is what I want to see 
first P A.—(Turns up account on 
page 117.) 

Q.—What is this account that is 
called stock premiums? A.—That is 
the premium of $12 per ‘share. that 
was paid in on the new capital, that 
was called up for the purpose of pay- 
ing this off, so that it was really 
paid off by the shareholders in that 
way. 

Q.—That was the $12 per share 
that was called? A.—Yes. In that 
way not a dollar of it came out of 
the policyholders. 

Q.—At all events you seem to have 
received in calls $48,608? A.—Yes. 

Q.—And then that is carried to 
profit and loss, $43,608? A.—Yes. 

Q.—Then where does it go? A.— 
(Turns to account on page 60). 

‘Q.—Commissions account and Leslie 
Mortgage account, to cash $801? A. 
—That was the amount paid Mr. 
Warren. 

Oe Ta? Ge oGe A.—That -is Mr. 
Gooderham, —$39.000; then why S. 
F. McKinnon $2,000 and also $2,500? 
A.—The total was evidently $4,500. 

Q.—It is not so stated in the min- 
utes. 

Q.—Mr. Winters says just $2,500? 
A.—$2,000 on both sides I see. 

Q.—Those may be cross entries, 
can you explain that? A.—I cannot 
explain that. 

Q.—There is a considerable space 
of time between the two entries, the 
eash is charged on the 27th January, 
$2,000, S. F. McKinnon, and on the 
6th April that $2,500? 

MR. WINTERS: And $2,000 was 
»paid back. 

MR. SHEPLEY: Can you recall 
whether that represents a real trans- 
action or is it an error in the book? 
A.—It must be an error, unless it 
was paid in advance to Mr. McKin- 
non and entered—I do not under- 
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stand the entry at all, it is evidently 
just a book-keeping entry, and I am 
satisfied Mr. McKinnon only received 
his $2,500. 

Q.—Then Mr. Patterson’s is charged 
at $1,000, on the 10th April, the 
total, 4including the $2,000 impro- 
perly there is $45,346.64; that should 
be reduced by $2,000 to arrive at 
the correct amount? A.—Yes. 

Q.—On the other side of the 
account there is the cross entry, $193 
by commission, and by commission 
$110.16, what is that? A.—I don’t 
know. 

Q.—Is that the same item as 
appears in this account as interest, 
$110.16, January Ist to January 
26th? A.—Yes. The whole matter 
went through to commission, com- 
muted commission account. 

Q.—Out of the balance carried to 
profit and loss from the stock prem- 
ium account the result is to deduct 
from that balance $193 and $110, 
leaving profit and loss account $43,- 
234.56, which is the amount mentioned 
pele Blackadar’s memorandum? A. 
—Yes. 

Q.—Are those the only places in 
your bookkeeping that these matters 
appear? A.—They would appear in 
the cash book. 

Q.—But this would be taken from 
the cash book, and it is not different 
in the cash book from what it is here? 
A.—No, it is the same. 

Q.—And that is the only place? A. 
—That is all. 

Q.—The explanation that seems to 
have been given to Mr. Blackadar was 
not as full of course as the explana- 
tion you have given us to-day: ‘It 
is said to be a repayment to Mr. 
Gooderham of moneys or securities he 
advanced the company to make good 
bad assets of previous years, for in- 
stance, he took a piece of real estate 
off their hands at the company’s ac- 
count value, $60,000, which was con- 
sidered worth $40,000; he also paid 
into the company the bad debts of 
Bessey and Bain;’’ I have not heard 
anything from you about that to-day? 
A.—That seems to be how this com- 
muted commission account originated. 
The company in the early days con- 
siderably before my time, advanced 
money to these agents to help to de- 
velop their agercies— 

Q.—These were agents? A.—Yes; 
the company advanced them money 
to help to develop their agencies, tak- 
ing a lien on their future commis- 
sions, and they turned out in the 
end not very successful agents, and 
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the company had to take over these 
accounts. : 

 Q.—That is the company had _ to 
take the debt that was due in respect 
to nae aie made to the agentsP A. 
—Yes. 

Q.—Were these the only two that 
are covered by that first commuta- 
tion? A.—1l never really went into 
that part of it, I could not say. 

Q.—At all events the advance to the 
company as against these two agents, 
$30,000 or thereabouts? A.—Yes. 


Q.—And the company commuted 
their rights to future commissions, or 
went through the form of doing that; 
was their right to future commissions 
worth anything like $30,000? A.-—I 
don’t know. 


Q.—What do you say if they were 
not successful agents? A.—I should 
not think so unless they had very 
large agencies. | 


Q.—That was just a method adopted 
for the moment temporarily of put- 
ting the company in the position of 
having got this advance back? <A.— 
Yes, if you will allow me to explain 
I will start at the beginning and start 
to explain how this condition of af- 
fairs— 

Q.—Have you been refreshing your 
memory during the interval? A.—No 
sir, it is not back so much as how 
this condition of affairs arises with 
a young company. 

Q.—It had arisen, I can quite un- 
derstand that a young company as 
a pure matter of business may make 
an advance to its agentsP A.—Yes. 

Q —But what I cannot understand 
is how two unsuccessful agents could 
possibly earn, with their want of suc- 
cess, earn a right to receive in the 
future any such sum as $30,000? A.— 
I think there must have been others. 
The position was this, that the com- 
pany in the first year or two of its 
history did a very large new busi- 
ness, and on account of the system of 
reserves adopted by our standard, the 
legal reserves required, a company 
cannot do that without seriously im- 
pairing its capital; for instance, sup- 
posing a company writes four millions 
of business the first year of its history 
at an average premium of $30, that 
equals a premium income of $120,- 
000. It will cost that company all of 
that $120,000 and a good' deal more, 
and no matter how carefully and 
economically its affairs have been 
managed it will certainly cost it 
$120,000. Supposing it cost it $150,- 
000, even then it would be carefully 
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managed. Notwithstanding the fact 
that they have paid out their entire 
premium income and $30,000 more, 
they are charged with a liability 
on that business, they require 
to account for the reserve; the re- 
serve on that we will say is an aver- 
age of $15 a thousand, on four mil- 
lions of business that would be $60,- 
000 of liability that they have piled 
up, plus the $30,000 they have paid 
out in expenses, and there is $90,000 
of deficiency in the first year. As a 
matter of fact the first full year’s 
business of the Manufacturers’ Life 
was about four million, I think it was 
over four million, and consequently 
there was an impairment of capital, 
and naturally the second year there 
was. The only way of avoiding that 
is for a company to call up its capital 
at the beginning with a good large 
premium on it, creating a fund in ad- 
dition to their capital, a fund to buy 
new business; for instance if the paid- 
up capital is $100,000 they certainly 
ought to at least call it up to a 
premium of 100 per cent., that is 
make it 200, that is to suit the legal 
requirements of our insurance law. 

Q.—This is a very large subject, 
and I have not come to it yet. I am 
going to discuss that subject very fully 
with you. I think we shall perhaps not 
quite agree as to the method of doing 
that. I can quite understand in the 
early history of a company when it is 
writing new business on more than the 
premium income there must, in order 
to establish the reserve, be an impair- 
ment of capital—I don’t care whether 
it is premium or not, the capital is 
impaired? A.—Yes. 

Q.—The premium is capital just as 
well as the 100 per cent? A.—Yes. 
will try to apply it to this case, al- 
though I was not responsible for it. 
There certainly was a large business 
done for the first two or three years, 
and was certainly a very large impair- 
ment of capital, and the shareholders 
came forward first and paid in a bonus 
of $18.05 per share on their capital 
they had already paid in—the paid-up 
capital was $127,000, they came for- 
ward to make payment, amounting to 
$100,000. It was found after that was 
done there was still an impairment. 
and these directors came forward and 
said, ‘‘We cannot very reasonably go 
to the shareholders again, they have 
put up like men, and we will pay in 
this ourselves and put the company 
in a good financial shape to go out 
and do business among the best of 
them,’’ and they paid in this $30,000, 
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taking supposed security on these com- 
missions 

Q.—Just stop there; there was no 
substance or reality in the figment 
about there being commuted commis- 
sions to the tune of $30,000, is not that 
right? A.—I don’t suppose there was, 
there was a certain amount of sub- 
stance to it. 

Q.-—You agree that it was quite im- 
possible to contend there was any such 
asset on hand? A.—I never went in- 
to the matter really to find out. 

Q.—But with your experience you 
cannot have any hesitation in saying 
Yes to that? A.—I would not sup- 
pose in that stage of the company’s 
history that the agencies would be 
large enough and oid enough, that the 
commuted commissions would represent 
the full $30,000. 

Q.—I want to ask you to guess at 
what proportion of it may have been 
real, but at all events the $30,000 as 
a whole was not a real thing? A.— 
I would hardly suppose so. 


Q.—That figment of asset of $30,000 
was made use of for the purpose of do- 
ing what you say, getting some sub- 
stance for the directors’ advances—the 
$30,000? A.—yYes. 

Q.—And it was understood that that 
was an advance made for the purpose 
of getting over the difficulty you spoke 
of in the early history of the com- 
pany? A.—When I came to the com- 
pany that is what I was given to un- 
derstand. 

Q.—Where you are speaking of 
things that existed before vou can 
only be speaking of hearsay? A.— 
On my understanding. 


Q.—Then is it not a fact that in 
the subsequent resolution it is stated 
there never was any obligation on the 
company to re-pay these directors, is 
not that probably true? A.—Well, I 
do not know as it puts it as strong 
as that, I do not remember the 
resolution. 

Q.—Is not that resolution probab- 
ly true, whatever it saysr A.—lI 
should think it was, it was prepared 
by our solicitors at the time very 
carefully. 

Q@.—When the agreement was made 
with Gooderham enabling him to re- 
sort merely to this figment of a fund 
and not enabling him to involve the 
personal obligation of the company 
did not that mean what it said? A. 
—I do not quite catch your question. 

Q.—You have told me that at all 
events to a substantial extent there 
was no such security as $30,000 in the 
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asset that was spoken of? A.—Yes, I 
have doubts if it reached that amount. 

Q.—You have also told me this 
morning that Mr. Gooderham’s right, 
as you read that agreement, was to 
resort to that fund, and to that fund 
only? A.—Well, that is really a ques- 
tion for a legally trained mind to de- 
cide. 

Q.—That is the reason I put it to 
you, and I understood you to agree 
with me, that that is what the agree- 
ment seemed to imply? A.—I would 
rather leave that to the solicitors to 
decide, because in interpreting agree- 
ments really as a matter of experi- 
ence I have hardly ever met two soli- 
citors that would agree on the inter- 
pretation of any agreement. 

Q.—What about two insurance 
managers. A.—They agree oftener 
than the solicitors do on such matters. 

Q.—‘‘It is’ declared that the said 
commuted commissions shall be ap- 
plied from time to time towards pay- 
ment of the said sum of $30,000 with 
interest,’? that is all there is about 
that at the meeting of shareholders. 
Mr. Lennox moved, seconded by Mr. 
Mills, ‘“‘That whereas to make good 
certain losses on investments’’—that 
was not right, it was not losses on 
investments? A.—A very large part 
of it was. $20,000 anyway. 

Q.—‘‘Kindly provided company with 
moneys on such terms that the com- 
pany was under .no obligation to re- 
pay same unless and until the Board 
of Directors felt that it was in the 
interests of the company to do so’’ 
we will let that speak for itself. 
There was just one other question, 
while all this was going on Mr. Good- 
erham was under agreement with Mr. 
Cox to sell him all his stock, was not 
he? A.—yYes, I believe at that time. 

Q.—Because the agreement between 
Mr. Gooderham and Mr. Cox is 
dated lst December, 1898? cA eel 
never knew the exact date of it, it 
was somewhere around in that neigh- 
horhood. 

Q.—This is the original document? 
A.—I have never seen that except in 
this box. 

Q.—Then Mr. Blackadar’s memor- 
andum goes on: ‘‘There being some 
agreement by which he (that is Mr. 
Gooderham) was to receive renewal 
commissions out of premiums paid 
direct to Head Office’’—that is right? 
A.—Yes. 

Q.—“‘I think the item will have tc 
appear in our statement, otherwise 
there will appear a large deficiency 
of assets not accounted for. A state- 
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ment of the transactions is_ being 
made up for us and will be ready 
Monday, in the meantime do not have 
the sheet printed off?’—did you find 
among the papers the statement that 
was made up for Mr. Blackadar in 
the spring of 1901? A.—It will be a 
copy of these two accounts, I under- 
stand from Mr. Winters these two 
ledger accounts. 

MR. SHEPLEY: I put in the min- 
utes, the agreements and the accounts 
to which reference has been made on 
this subject this morning. (Marked 
as Exhibit 65.) 


Q.—Could you, with a little reflec- 
tion or a little investigation, find out 
what those costs, Gooderham vy. 
Leslie, that I pointed out to you in 
your expenses for 1901, were? A.— 
I had an opportunity of looking the 
matter up to some extent and I find 
the mortgage was in the name of the 
Manufacturers’ Life, and that the 
probable explanation of the name 
Gooderham in connection with those 
expenses is that another Mr. Gooder- 
ham, Mr. Robert Gooderham, had a 
second mortgage on the property and 
we had to foreclose him as well as 
Leslie. 


()—The suit seems to have been 
Gooderham against Leslie? A! 
think that is a mistake of the type- 
writer, I think it should be Leslie and 
Gooderham instead of vs. Gooderham. 


Q.—Were you interested enough in 
this property that Mr. Gooderham 
eventually got from the Manufactur- 
ers’ for $40,000 to find out what he 
did with it? A.—I think they prob- 
ably have it yet, I am not just sure 
about it. 

Q.—You probably are not able to put 
a vaile Onat to-dayrs,, A.—No.  .1 
questioned a number of real estate men 
at the time, and there were none of 
them thought it was worth more than 
about $20,000. Of course at the time 
the loan was made was the time of the 
boom in property here, when values 
were put away beyond anything that 
was reasonable. 

Q.—Before leaving Mr. Gooderham 
altogether I just want to ask you one 
other question; Mr. Gooderham car- 
ried very considerable insurance upon 
his own life in the Manufacturers’ ? 
A.—Yes. 

Q.—How much? A.—I remember 
one policy of $50,000 on a ten-year en- 
dowment,- that was the principal pol- 
icy. 

Q.—Where did he pay his premiums? 
A.—The head office. 
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Q.—Any commission on them? A. 
—Yes. 

Q.—To whom? A:—To himself, 

Q.—Was that under any agreement? 
A.—Yes. He was I think policy-hol- 
der number 1, there was an agree- 
ment, I don’t know whether it was re- 
duced to writing or not, there was an 
agreement with the company that he 
was to get this commission. . 

Q.—What commission did he get? A. 
—Ten per cent. 

Q.—Did you say it was because he 
was the first policy-holder, or the hol- 
der of policy number 1? A.—TI just 
merely mention the fact, that he was 
the first policy-holder. 

Q.—Did you unlerstand that was the 
reason? A.—Yes, in this way, that 
[I think a number of men got together 
and agreed to take large policies at 
the beginning, and they would be al- 
lowed at least the agent’s commission 
off, because there was no commission 
paid to any agent on them. 

Q.—Were any of the other gentle- 
men on the Board of the Company? 
A.—I think some of the early directors 


did take policies in the same way, and 


some that were outside of the company 
altogether. 


Q.—When you said at least, what 
per centP A.—At least the agent’s 
commission. I think Mr. Gooder- 
ham was the only one who got as mtuch 
as ten per cent., and when we came 
to settle with him when the policy ma- 
tured we deducted the half of that off 
the prodeeds that “would have been 
otherwise paid to him. 


Q.—You deducted half of what he 
had been allowed in commission? A. 
—Yes, reducing his real commission to 
five per cent. 


Q.—So that Mr. Gooderham and 
these other gentlemen were upon a dif- 
ferent footing from the ordinary in- 
suring public in respect to their prem- 
iums? A.—Yes. 

Q.—ls that an advantage which is 
shared by others who do not happen to 
be founders of a company or the first 
policy-holders, to directors of your 
company who are insured in it, officers 
of your company who are insured in 
it, getting a rebate off their premiums? 
A.—It is generally understood that a 
life insurance man can get about 5 per 
cent., that is, if he goes to another 
company, or sometimes if he insures 
in his own company. 

Q.—What is the custom in your own 
company ? A.—We generally allow 
five per cent. 
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Q.—Do you always allow 5 per cett. 
to men of that class? A.—No, not 
always. 

Q.—Do you enjoy that advantage 
for instance? A.—Yes, in all the 
companies I insure in I get 5 per cent. 

Q.—You do in your own? A.— 
Yes. 

Q.—Are all your directors insured 
in your company? A.—wNo. 

Q.—Do all who are insured enjoy 
that advantage? A.—No, I don’t 
think they do. 

Q.—I want to ask you some ques- 
tions about these stock investments; I 
do not understand you to say that you 
at all justify suppressing that: pay- 
ment to Mr. Gooderham from the Gov- 
ernment return, do you? A.—We 
thought it was an item that belonged 
more to profit and loss than any other 
account. 

Q.—It was a payment out of money, 
money that belonged to the company? 
A.—Yes, but money that had really 
been lost in previous years, in the 
earlier years. 

Q.—But it was a payment out of the 
moneys of the company in a particular 
year for a particular purpose; I think 
perhaps you won’t disagree with me if 
I say upon reflection you would not 
claim that to be justified? A.—No, I 
would not do it that way now; at the 
time I was looking at it more from the 
policyholders’ standpoint than the 
shareholders’. The shareholders were 
paying the amount in and it was be- 
ing paid out again to men who had 
paid it in before, and it did not seem 
to be a matter in which the policyhol- 
ders were really much interested. 

Q.—There is a column here number 
10. ‘‘Income during the year received 
for calls on capital, received for in- 
creased capital’’—there is. a place to 
put that in your return? A.—Yes. 

Q.—That is income during the year, 
and then against that you should put 
all the expenditure you have incurred 
during the year? A.—That was just 
the point that troubled me; it was 
really an expense that belonged to that 
year, and if it was put in that it would 
seem to be 

Q.—This is ~-car-marked easily 
enough, did you fill in that item, ‘‘Re- 
ceived for calls on capital??? A.—I 
don’t know. 

Q.—You can see it is required to be 
put in? A.—It is according to that 
form, if that is the form that was in 
use then. : 

Q.—If it was required to be put in, 
and if you took that identical money 
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and paid it out, which ought of course 
to appear on the opposite side of the 
account? A.—It would seem so. 

Q.—There is an item here, all other 
expenditure in detail, total expendi- 
ture—who swears to these statements 
in the case of your company? A.— 
The President and Secretary. 


Q.—This document which will be 
marked Exhibit 66 is what your com- 
pany has sent to the Secretary in ans- 
wer to a request for a statement of the 
movement in your securities? feet 
Yes. 

Q.—This is a partial statement, this 
relating to so much‘of your securities 
as consist or consisted of stocks? A. 
—Yes. 

Q.—Let us just get an explanation 
of the general tenor of the document; 
in the first column is the date of every 
transaction? A.—Yes. 

Q.—Whether purchase or sale? A. 
—Yes. 

Q.—In the second column ig -the 
name of the company whose stock is 
the subject of the transaction? A. 
—Yes. 

Q.—The third column the number of 
shares involved in each transaction? A. 
— Yes. 

Q.—The fourth column the par value 
of those shares? A.—Yes. 

Q.—The fifth column the price per 
share paid? A.—Yes. 

Q.—The sixth column the gross 
amount paid for the whole quantity 
in each case? A.—Yes. 

Q.—Then the next item is the name 
of the person through whom the trans- 
action took place? A.—Yes. 

Q.—The next is the commission 
paid? A.—Yes. 

Q.—The next is the price paid per 
share on each sale? A.—Yes. 

Q.—The next is the gross amount 
received on each sale? A.—Yes. 

Q.—And then there are columns for 
profit and loss, and then there is a 
column, ledger value at the end of the 
particular year that the page covers? 
A.—Yes. 

Q.—And the last column is a col- 
umn for remarks? A.—Yes. 

Q.—You have arranged the trans- 
actions for each year according to the 
company, that is you have massed to- 
gether in each year all the transactions 
in respect of any particular company 
or corporation whose stock you were 
dealing inP A.—Yes. 

Q.—For instance in 1901 you have 
taken three transactions in Bank of 
Toronto stock and put them together ? 
A.—Yes. 


376 ROYAL COMMISSION ON 


17th day, May Ist, 1906. 


. Q.—Without reference to their 
chronology? A.—Yes. 

Q.—And the same with Dominion 
Bank, the same with Ottawa Electric 
stock, the same with Toronto Elec- 
tric stock, and same with Toronto 
Railway stock? A.—Yes. 


Q.—That is the general scheme of 
the documentsP A.—Yes. 


Q.—That is for 1901; then on an- 
other page similarly ruled and with 
similar contents for 1902, another for 
1903, another for 1904, and another for 
1905? A.—yYes. 

Q.—That, if it is correctly taken 
from your books ought to give us every 
stock transaction that you have en- 
tered into since your amalgamation in 
1901? <A.—yYes, except bonus stocks, 
which go in with the bonds. . 

Q.—In the first half year you appear 
to have had a small block of Bank of 
Toronto stock, a small block of Do- 
minion Bank stock, comparatively, a 
considerable block of Ottawa Hlectric, 
the same with regard to Toronto Elec- 
tric and the same with regard to To- 
ronto Railway Company, how many of 
those did you yourself buy and how 
many did you take over if you took 
over any? A.—We took them all over. 

Q.—You took them all over from 
the old? A.—Oh, I did not understand 
the question. 

Q.—Apparently you took over the 
Ottawa Electric from the old Manu- 
facturers’ Life, the rest you yourselves 
purchased? A.—yYes. ‘ 

Q.—What moneys were you invest- 
ing in these stocks in 1901, what money 
had you to invest? A.—Just . the 
money that came in from month to 
month from premiums or old invest- 
ments maturing. 

Q.—That is the old investments that 
were brought in by the amalgamating 
companies? A.—Yes. 

Q.—During that year you had—I 
will just take this, not because I am 
eoing to follow it with so much detail 
hereafter, but so that we may get the 
run of it—during this year you pur- 
chased 28 shares of Bank of Toronto 
stock. (A .—Yes: 

Q.—And you held that at the end 
of the year? A.—Yes. 

Q.—You purchased 500 shares of Do- 
minion Bank stock? A.—Yes. 

Q.—And you held those at the end 
of the year? A.—Yes. 

Q.—You purchased 993 shares of Ot- 
tawa Electric, or rather took those 
over from the old Manufactu Yrs’? A. 
— Yes. 
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Q.—And those you held at the end 
of the year? A.—Yes, we took those 
over from the old company, did we? 

Q.—It shows so there? A.—Yes. 

@.—I should have said 643 of them 
from the old Manufacturers’ and 350 
from the Temperance & General? A. 
-— Yes, 

Q.—Then you bought 400 of the To- 
ronto Hlectric? A.—Yes. 

Q.—And you held those at the end 
of the year? A.—Yes. 

Q.—And in Toronto Railway, 500 of 
Toronto Railway of which you sold 300 
during the year, keeping the. other 
200 at the end of the year? A.—Yes, 
that seems to be right. 

' Q.—That looks as though you were 
then seeking investments to hold? A. 
+ Yes. 

Q@.—And that is further borne out 
by the fact that you were receiving 
dividends on this stock from time to. 
time during the year? A.—Yes. 

Q.—What does ledger value 31st De- 
cember mean? A.—That means cost. 

Q.—And that ledger value remained 
the same whether the stocks themselves 
— A.—Went up or down. 


Q.—Say or increased or diminished 
in value—I like that better than that 
in stocks like these? A.—Yes. 

Q.—I see Mr. Pellatt’s firm was 
broker for you in all the transactions 
except one that you had that year? 
A.—Yes. ' 

Q.—And they were working upon 
the quarter per cent. commission as. 
you told us the other day? A.—Yes. 

Q.—In 1902 your investments be- 
came a little more mobileP A.—It 
seems so. 

Q.—And you bought and _ sold 
pretty largely? A.—Fairly. 

Q.—It may not have been anything 
to what you. did afterwards, but 
pretty largely as compared with 
1901? A.—1901 was only half a year. 

Q.—But even allowing for. that. 
there was a good deal of it; you have 
brought forward in 1902 all the 
stocks you were holding at the end of 
1901? A.—Yes, that partially 
accounts for it looking so much there. 

Q.—In this page there are five 
items brought forward; similarly this. 
is arranged according to the com- 
panies whose stock you were dealing 
in without regard to the chronology?’ 
A.—Yes. ; 

Q.—And so far as I can gather 
your earliest transactions in_ that. 
vear were in Twin City, which you 
dealt in January, February and 
April? ‘A.—yYes. 
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Q.—In March you were dealing in 
Sovereign Bank? A.—Yes, we have 
that yet. 

Q.—You had some dealings in 
Dominion Bank early in the year; 
then in May, June, July, August 
and so through to the end of the 
year your transactions became pretty 
frequent, both purchasing and _ sell- 
ing? <A.—They were not so many 
different kinds of stocks. 


Q.—No, but your transactions? A. 
Yes. 

Q.—Your Ottawa Electric you held 
during the year? A.—Yes. 


Q.—We will take them in their 
order here first; you bought Can- 
adian Pacific to the tune of 1,700 
shares, that is right, is it not? A. 
Yes. 

Q.—Those purchases were made 
May, July and September, and in 
November and December you sold the 
the 400 of them? A.—Yes. 


Q.—Then you had a good many 
transactions in Commercial Cable, 
and these were all through Pellatt 
& Pellatt except one solitary pur- 
chase of C. P. R. through Osler & 
Hammond; that was right? <A.— 
Yes. 

Q.—What did you do with your 
Commercial Cable, sell it—tell me, 
between May when you commenced 
to buy, and December when your 
transactions ceased how many shares 
you bought and how many shares 
you sold? A.—We seem to have 
bought 1,000 and sold 400. 


Q.—You seem to have sold your 
Dominion Bank stock? A.—Yes. 

Q.—And then you bought Domin- 
ion Coal that year, and sold it also. 
is that right? A.—Yes. 

Q.—Then ‘Bank of Toronto stock 
you sold that out? <A.—Yes. 

Q.—Sovereign Bank you _ bought 
and sold at the end of the year? A. 
—Yes, we hold it yet. 

Q.—Toronto Railway you _ sold? 
A.—Yes. 

Q.—Toronto Electric you both 
bought and sold? A.—Yes. 

Q.—Twin City you bought and 
sold? A.—Yes. 

Q.—In respect of your transac- 
tions in stock you have told me that 
those transactions were entered upon 
at the instance and under the author- 
ity of: your Committee? A.—Yes. 

Q.—Which Committee was it, in 
1902? A.—It would be the Finance 
Committee, laregly. 

Q.—What other Committee  par- 
tially? A.—The Executive. 
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Q.—The Executive first and the 
Finance afterwards, or indiscrimin- 
ately? A.—More could originate in 
the Finance Committee and then 
would be approved by the Executive 
after it was done. 

Q.—And then when a transaction 
was over, and when you first had 
finished a transaction was your 
report made about it? A.—Yes. 

Q.—lIixcept in the unfortunate 
case we were talking about the other 
day it was not reported at all? A. 
—That was understood. 

Q.—Then this bundle which I have 
in my hand here consists of the 
reports you speak about, they seem to 
have been intended to be made 
weekly to your Committee? A.— 
Yes, 

Q.—Le us see what the first trans- 
action is—it commences with report- 
ing the sale of Twin City, which was 
the first sale you made that year? A. 
—Yes, l think so. 

Q.—Let us see; these reports would 
be made weekly? A.—If any trans- 
actions had occurred during that 
week, 

Q.—The first report is on the Ist 
May, the second 8th May, the third 
22nd May— there ‘seems to be a 
week out there, and then the 29th 
May, and so on. The scheme was a 
weekly scheme if transactions took 
place in the interim? A.—Yes. 

Q.—You report in that week the 
sale or 300 Twin City at 1231, and- 
you say, cost of about 1064, and you 
report; a profit of $4,878.02? A. 
Yes. 

Q.—How long had you held the 
Dying »Crty stock? A.=April) 24th 
was the date of the sale. 

Q.—Yeu had purchased some of it 
in January, and some of it in Feb- 
ruary? ».A.—Yes. 

Q.—Mostly through Pellatt & 
Pellatt—McCuaig helped you with 
some of it? A.—Yes, there are two 
purchases there through McCuaig 
and two through Pellatt & Pellatt. 

Q.—No, you purchased it all 
through Pellatt & Pellatt, and you 
sold two through McCuaig and the 
balaneo through Pellatt & Pellatt, 
that was the way? A.—yYes, that is 
right. 

Q.—That left you with 225 shares 
still on hand, because pou purchased 
525, that seems to be rightP <A.— 
Yes. 

Q.—Then the next is your sale of 
Bank of Toronto, you sold 8 shares 
of Bank of Toronto, realizing a pro- 
it of $165, you had held those since 
the year before? A.—Yes. 
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Q.—Why did you sell that little 
block of Bank of Toronto shares? A. 
—I do not remember now. 

Q.—Then you sold your Dominion, 
whiny? A.—I don’t Know. 

Q.—You made ya) little ) profit, 
$295.63, why didn’t you go on hold- 
ing that? A.—I cannot rgamember 
the reasons at the time. 

Q.—Perhaps you did that so as 
to buy the Toronto Electric at 1503, 
which you did during the same week? 
A.—No, I hardly think so. 

Q.—-At all events you realized that 
week by sales $36,825, plus $1,974, 
and plus $13;461, and you re-invested 
$10,217? ,A.—yYes. 

Q.—And you cannot of course at 
this date tell me why you made any 
of these alterations in your invest- 
ments? A.—No. 

Q.—Then you sold another small 
block of Bank of Toronto stock, 20 
shares, on the 20th April, at $246? 
A.—That probably accounts for the 
small sales; as a general thing we 
would decide on what figure we 
would sell, and the broker would sell 
it just according as it reached that 
figure, whether it was one share or 
100 shares. 

Q.—Is that the way you’ were 
handling your investments, watch- 
ing to see how high they would go? 
A.—No, I have said the opposite; 
we would fix a price at which we 
would be willing to sell. 

Q.—And then you would hold until 
they reached that price? A.—Yes, 
as a general principle. 

@-—The following week you pur- 
chased Toronto Electric, 532 shares, 
and you sold none during that week? 
A —-Ne 

Q.—The next seems to have a week 
intervening, you report on the 21st 
May you have purchased 500 C.P.R. 
and 255 Commercial Cable? A.— 
Yes. 

Q.—And then you report what you 
hold? A.—Yes. 

Q.—I see here 32 shares bonus 
stock in Quebec Railway and ten shares 
stock in the Toronto Hotel Company? 
A.—Yes, that is something I over- 
looked when I was being questioned 
this morning as to whether there was 
any record of those. There are hun- 
dreds of records in the office when I 
come to think of it. We report every 
week all the stocks of every descrip- 
tion held by the company, and those 
are placed on file. 

Q.—I am not going to doubt that 
at all, though I may point out to you 
here one seems to have been omitted 
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by mistake? A.—That would be a’ 
clerical error. 

Q.—Was it possible you should have 
a transaction during any particular 
week and omit to report at the end 
of that week, and let it go for a fort- 
night? A.—Some weeks we did not 
have any Board meeting. 

Q.—There seems to have been an 
Executive meeting at which no re- 
port seems to have been presented; 
it answers to this gap here? A.—The 
intention was if there were any trans- 
actions to report them, but still it 
would be possible to overlook it. 

Q.—In the week ending 5th June 
you reported a lot of Commercial 
Cable purchase, 490 shares? A.—Yes. 

Q.—You were purchasing appar- 
ently on a rising market? A.—We 
purchased in all a thousand shares, 
which would have shown at the pre- 
sent time a profit of $93,000, but as 
Mr. Fitzgerald expressed some doubt 
as to whether it came within our 
charter we had to dispose of it; we 
disposed of it at a profit, I do not 
just remember how much, but it 
would have shown a very handsome 
profit if we had been able to hold it. 


Q.—I will go on}; on the 17th July 
you were holding 1,000 Toronto Elec- 
tric, 993 Ottawa Electric, 1,000 C.P. 
R., 500 Commercial Cable, 150 Sov- 
ereign Bank, and then these two 
bonus stocks? A.—Yes. 

Q.—What is column four, the cost 
price? A,.—Yes. 

Oe aa stood you $471,000? A.— 
es: 

Q.—You bought 500 C.P.R. the next 
week and sold none; then the follow- 
ing week you bought 50 Commercial 
Cable and sold none; the next week 
200 Commercial Cable, sold none; the 
next week 150 Commercial Cable and 
sold none, the next week 100 Com- 
mercial Cable and sold none. On the 
25th September you report a small 
sale of Toronto Electric Light, 25 
shares, for delivery on the Ist Octo- 
ber? A.—How was that? 

Q.—Do you remember that sale? 
A.—The books, perhaps, were closed, 
that is the transfer books on the 15th 
of that month. 

Q.—You held those thousand shares, 
why were you selling 25? A.—I do 
not really know. 

Q.—Why is it not here as it was 
in the early stages, why don’t you 
report the profits? A.—I don’t 
know, I am sure. 

Q.—Perhaps because you are selling 
25 out of 1,000, and you do not know 
which part of the thousand you were 
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selling? A.—Yes, that would be the 
natural conclusion. 


(} —But there would be an average 
prie2, indeed you fixed an average 
usually; then you purchased 800 
shares of C.P.R. the next week, and 
sold 210 of Toronto Electric; then 
you purchased Dominion Coal in the 
fortnight ending October 20th, 300 
shares, sold none? A.—Yes. 

Q.—Dominion Coal again in No- 
vember, 400 shares, then you com- 
menced to sell Cable, the first week 
in December sold $39,000 worth of 
Cable, at the end of the year as the 
result of your operations of that year 
you had $644,765.41 invested in these 
securities: 765 Electric Light, 993 
Ottawa Electric, 1,700 Canadian Pa- 
cific, 600 Commercial Cable, 700 Do- 
minion Coal, and 150 Sovereign Bank? 
A.—Yes. 


Q.—Let me fio back again before 
dealing with 1903; you had purchased 
Bank of Toronto stock in 1901 which 
had cost you $6,565, in 1902 you sold 
the whole of it, realizing $6,889; what 
rate of dividend was the Bank of To- 
ronto paying that year? A.—I don’t 
remember. : 

Q.—Cannot you tell, 1902? A.—I 
think they were paying ten per cent. 

Q.—Is that a good investment— 
good in the sense of being safe, and 
good in the sense of being fairly re- 
munerative? A.—Yes, fairly so. 

Q.—In both senses a good invest- 
ment? A.—Yes, I would certainly re- 
gard it as very safe investment, it 
is a very conservative investment. 


Q.—Cannot you tell me why you sold 
it; you only made $324 on the turn- 
over, and that was nothing if you had 
a good investment? A.—It may have 
been we thought some other invest- 
ment was better. 


Q.—You see between 1901 and 1902 
there was a considerable change in the 
character of your investments, you 
were investing in the conservative in- 
vestments such as these, you were 1n- 
vesting in stocks that were more or 
less of a speculative nature, that 1s 
true, is it not? A.—Almost any in- 
vestment of late years has been of the 
speculative nature if you use that in 
the sense of great fluctuations, even 
British Consols have been in the course 
of I think about four years 

Q.—Let us not talk about British 
Consols and Dominion Coal in the 
same sense? A.—Well, 20 points on a 
stock would be considered very great 
fluctuation. British Consols went down 
from 113 to 85. 
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Q.—You know what I mean when I 
speak of speculative stocks, stocks | 
which are used for the purpose of 
speculation on a stock market, that 
was the class of stock you were getting 
into in 1902 as against the bank 
stocks you were holding, and other 
conservative stocks you were holding 
in 1901? A.—Apart from Dominion 
Coal, I do not think it would be fair 
to apply that to any of the others. 

Q.—Is not Commercial Cable a very 
active stock? A.—It has been active. 

Q.—Was it not active in 1902? A. 
—You mean in the way of fluctua- 
tions ? 
 Q.—Yes?P A.—No, I do not think 
SO. 

Q.—And in the way of transactions, 
was it not being made use of in the 
stock market as a medium of specula- 
tion very largely? A.—I don’t think 
so. 

Q.—What do you say about these 
other stocks? A.—I consider them all 
conservative. 

Q.—Canadian Pacific? A.—Yes. 

Q.—Was there much movement in 
Canadian Pacific, was that the com- 
mencement of the great movement in 
Canadian Pacific? A.—What price 
was that? 1273; if we had held our 
Canadian Pacific at the present time it 
would show a profit of about $60,000. 

Q.—I did not ask you that, I asked 
you whether that was not the time 
when Canadian Pacific was moving, 
and when people were buying and sell- 
ing it daily? A.—They are always 
buying and selling it daily. 
ow iow know what I mean? A.— 

O. 

Q.—You have not been enough in 
brokers’ offices to know about that, 
about the movement in Canadian Pa- 
cific? A.—It has been a very pro- 
fitable investment, I know that 
about it, and it has been  consid- 
ered a very conservative investment, 
it is one of the greatest properties we 
have in the country I think. : 

Q.—When did that stock commence 
to go up? A.—yYears ago. JI remem- 
ber when it was selling at about $50; 
it has been steadily increasing in value 
almost ever since. Of course there 
have been reactions like there will be 
in bank stock or any others stocks 
you can lay your finger on. 

Q.—What was taking place in re- 
gard to that stock in 1902? A.—I 
don’t remember. 

Q.—What do you say about Domin- 
ion Coal? A.—Dominion Coal at that 
time was considered a great property, 
it was guaranteed 
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Q.—I was asking about it being 
speculative stock? A.—We did not 
consider it so then. 

Q.—And Twin City? A.—WNo. 

Q.—What is Twin City? A.—It is 
a Street Railway in St. Paul and 
Minneapolis, it fluctuated very little 
comparatively in the last five or six 
years. 

MR. TILLEY: Q.—What stocks 
would you say were speculative? A.— 
It is really hard to draw the line. 

.Q.—Give us some examples of stocks 
that are dealt tt in Toronto that are 
speculative P A.—I do not think it 
is a fair question, I cannot answer 
that without reflecting on certain in- 
stitutions. 

Q.—Your ability to answer is one 
thing and fairness is another, which 
do you put it on, it is not fair or that 
you cannot answer it? A.—TI will say 
I cannot answer it. 


Q.—You cannot tell any stocks that 
are bought and sold on the Toronto 
Stock Exchange that you would regard 
as speculative? A.—I have answered 
that. 

Q.—You cannot answer it any better 
than that; at any rate these stocks 
that yau are referring to here were 
not of that classP* A.—No. 

Q.—The Dominion Bank stock you 
bought in 1901, can you say what 
rate of interest that stock yielded the 
company? A.—No, the price would 
show that it was a ten per cent. stock 
I think at that time. 


Q.—Then could you just tell me 
about what rate that yielded the Man- 
facturers’ Life? A.—It would be about 
four per cent. 

Q.—Dominion Bank stock was 
bought, that was taken over from the 
old company, was it? A.—TI think so. 

Q.—Bought at 238 and 2389P A.— 
Yes, it would yield a little over four 
per cent. 

Q.—And you sold it out on a basis 
of $240 per share, was it not? A.— 
2403. 

Q.—Did you regard the Dominion 
Bank stock, on the basis of yielding 
you a little better than four per cent. 
as a good, safe and proper investment ? 
A.—yYes, I would in a bank stock, be- 
cause if you take the history of banks 
in Canada you will find that if you 
add the dividend and the value of their 
rights, because they are from year to 
year issuing new stock, plus the incre- 
ment in the market value of the stock, 
and add them all together, good banks, 
such as these banks we have been 
speaking of, will probably in every 
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case give you an investment that is 
as good as ten per cent. or better. 

Q.—Why did you dispose of it in 
1902 P A.—I at that time had not 
studied banks as carefully as I have 
lately, and I did not take into con- 
sideration the value of the rights of 
the stock they were issuing from year 
to year, but looked at it more from 
just what it was yielding in the way 
of dividends. 

Q.—Your answer is you did not 
think as well of it then as you do 
now? A.—No, I did not. 


Q.—If you had it to do over again 
even without the experience you have 
had since you think you would act 
differently about selling Dominion 
Bank stock that was yielding a little 
better than 4 per cent? A.—As an 
indication of my opinion of bank 
stocks now I might say we have only 
9 different stocks on our books at the 
present time, that is apart from these 
bonus stocks, and six of those are bank 
stocks. 

Q.—That is to say at the present 
time the company holds stocks of nine 
different aba ania or companies? 
A.—Yes. 

Q.—And Pees is leaving out the 
bonus stocks you spoke about this 
morning? A.—Yes. 

Q.—And of those nine different in- 
stitutions six of them are banks? A.— 
Yes. 

Q.—How long has wnat been your 
method of investment ? A.—During 
the last year I came to the conclusion 
that bank stocks in Canada, parti- 
cularly at this period ur the company’s 
history, for a life company, is a pretty 
safe and profitable investment if care- 
fully invested. 


Q.—And the result of experience too 
with other securities you held? A.— 
No, as a matter of fact apart from the 
stocks deal with, the losses already 
spoken of which the directors made 
good, we have not lost any stocks, 
we have made considerable profit. 

Q.—Has not the very fact that the 
directors had to maxe good losses af- 
fected you in your view of different 
stocks and .your method of comparison P 
A.—Yes, made us more careful and 
more conservative. 

Q.—Do yeu account for your change 
of method to some extent to the ex- 
perience you had in that regard? A. 
—Yes, I think it would be quite correct 
to say that. 

Q.—You say that as the result of the 
more complete light you got in 1903, 
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that you have changed your view some- 
what of different securities? A.—Yes. 

{().—But you have net yet come to 
the conclusion that these Commercial 
Cable and Twin City stocks were at 
all speculative? A.—No, I would con- 
sider those the very .everse. 


Q.—What would you say about 
Ottawa Electric stock, what did that 
yield to the company? A.—It was a 
six per cent stock when we bought it, 
and on account of the socialistic spirit 
of the citizens of Ottawa, who have 
been trying to sacrifice the property, 
they stopped for a time paying divi- 
dends, they are just resuming now. 

Q.—So that for a time you were 
without dividends oun that?. A.—Yes. 

Q.—You still hold st, do you? A.— 
Yes. 

Q.—That is the stovk you have never 
yet parted with? A.—Yes. 

Q.—The Toronto Electric Light stock 
which you got in 1902, you parted with 
that? A.—Only some of it. 


Q.—Have you got the balance of 
tiyyetP)/A:-—-Yes. 

Q.—What was thav bought to yield 
the company? A.—TI think it was a 
7 per cent stock when we bought it; 
what was the price? 


Q.—About 144 and 143? A.—That 
would be about 5 per cent. 

Q.—And you have had a good many 
transactions in ‘Toronto LHlectric 
Light? A.—Yes, any we sold we al- 
ways sold at a profit; what we hold 
now shows a nice prour. 


Q.—How many shares of Toronto 
Electric Light stock have you dealt 
m since the new company was formed ? 
A.—I don’t think we had more than 
1,200 or 1,800 altogether; these docu- 
ments will show. 

Q.—Some of it bought in 1901, and 
some of it sold in 1902? <A.—Yes. 


Q.—And some more bought; take 
your Toronto Electric Light stock for 
1902, that shows both purchases and 
sales, does it not? «a.—yYes, we kept 
on purchasing until we had a certain 
amount, and then we sold some of it, 
and I don’t think we have had any 
transactions in it sinve. 


Q.—From 1901 you have brought 
forward 400 shares? A.—Yes. 

Q.—And then you bought 68 in 
April? A.—yYes. 

Q'—-Bought' 32° in’ May? ~ A\—Yes: 
Q.—And 500 in May? A.—Yes. 

Q.—Then in October you sold 35 
and 200, is that right, or was that 
another purchase—that was a sale? 


A == Ves, 
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Q.—Why would you sell that? A. 
—We perhaps concluded it was too 
much of one security to hold. 

Q.—Then it was too much to buy? 
A.—Well, I think it was about that 
time we began getting more careful. 

Q.—That would be in October, 1902? 
A.—We sold at 154 uua 151. 

Q.—And you bought in April and 
May at what prices? A.—Some at 
150 and some at 155. 

Q.—You bought a large block stock 
of $50,000 of the stock at 155? A.— 


- Yes. 


Q.—And you sold what block of it 
at 151, and another at 154 and a frac- 
Clon BAe ee 

Q.—Why would you make that sale, 
that was not showing a profit? A.— 
I do not remember any special reason 
at the time. 

Q.—Do you say that it was because 
you were getting more careful? A.— 
I could not be sure at this date. 

Q.—Was not that about the time that 
you appointed the Finance Committee ? 
A.—I do not remember, the documents 
produced will show. 

Q.—Was that Finance Committee 
appointed in November, 1902? A.— 
I cannot remember. 

Q.—tThe first meeting of the Finance 
Committee was held in December, 
1902, that Committee was appointed 
because. your transactions in stocks 
were anticipated to be a little more 
active in the future than they had 
been in the past, was it not, and it 
lasted you remember until—  <A.— 
No, I do not know that there was 
any intention to be more active, but 
the idea was a small Committee could 
give more careful consideration to 
any transactions we had than the 
Board who had to deal with a great 
many things. 

Q.—But your idea was at that time 
that a special Committee should be 
appointed to deal in stocks, was it 
not? A.—To consider carefully any 
stocks that we had ¥o deal in. 

Q.—To direct the purchase and 
direct the sale of stocks? A.—Yes. 

Q.—And that Committee was ap- 
pointed in Novemior, 1902? A.— 
Whatever the recorus show. 

Q.—About the middle of November 
it was appointed, and these transac- 
tions with Toronto Electric Light, 
when you were selling them at ‘less 
than what you had paid were in Oc- 
tober, 1902? A.—Yes, before the 
Committee was appointed. 

Q.—Can you say why they were sold, 
if they were bought at a price that 
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yielded a good investment why were 
they sold at less than what you paid 
for them? A.—I don’t know, it may 
be that there was not any loss, it may 
be that we received a dividend in the 
meantime, we only held them a very 
short time. 


Q.—Let us know whether that was 
soP A.—Then again the stock did not 
average us that. 


Q.—No, but you bought a large 
block of $50,000 of that stock, and I 
think this very last purchase you made 
was 500 shares of Toronto Electri ic, and 
you bought it at 155 1-8, and you sold 
a block of 20,000 shares. in October at 
151 3-4? pate remember now; some 
of our directors thought it was more 
than we ought to hold of one stock. 

Q.—Why was it bought? A.—Be- 
cause when it was bought perhaps we 
did not consider how much we already 
held of it so carefully. 


Q.—Was not it really bought for a 
turn in the market? A.—I don’t 
think so. 

Q.—Was it not because it was a 
speculative stock, and it was showing 
a tendency to go down rather than in- 
crease in valueP A.—No, we always 
had . confidence in Toronto Electric 
Light. 

Q.—If you bought it to yield a fair 
return why did you sustain a loss on 
it of three or four points in a few 


months? A.—I claim we did not sus-. 


tain any loss; the average cost is not 
that much. 


Q.—You think you should judge it 
by the average cost? A.—Yes. 

Q.—You take the price you had paid 
for 1t in the preceding year 1901 to 
average down the price you paid in 
1902? A.—Yes. 

Q.—And although you bought $50,- 
000 of it in the spring of 1902, and you 
sold $20,000 of it in October, 1902, you 
say that because the average cost was 
less than what you paid for the $50,- 
000 you still might have sustained a 
profit? A.—Yes. If you call that a 
speculatve stock I don’t know where 
you will get stocks that are otherwise. 

Q.—I am asking you to call them? 
A.—I have repeatedly said I do not 
call any of them speculative stocks. 

Q.—I am asking you the object you 
would have in buying and selling it? 
A.—I have tried to explain that, that 
we bought a little more than we 
thought we ought to hold when we 
came to carefully consider the matter 
and see what it amounted to as a 


6 EDWARD VII., As 1906 
Manufacturers’ Life (Junkin Ex’d) 


total sum; I remember that I was 
ordered to sell some of it. 

Q.—Where is that? A.—It would 
be in the minutes. 

Q.—‘‘Permission was granted for the 
Managing Director to sell 1,000 shares 
of Toronto Electric Light stock now 
held by the company at 149 3-4 at the 
market price’’—so that the stock at 
the time you were authorized to get 
rid of 1,000 shares of it at 149 3-4, 
that was a good deal less than you 
paid for it in April and MayP A.— 
I was authorized to sell it at the mar- 
ket price. 


Q.—It is said that that is the aver- 
age cost of the stock to you? A.— 
Yes, that is the way we always look 
on our stocks, whatever the average 
was, the average cost, we placed that 
as the, cost. 

Q.—That would be averaging up the 
cost of the 1901 stocks and the— A. 
Yes, no matter when it was purchased. 


Q.—The Toronto Railway stock, that 
is in the same category I suppose, in 
1901 you bought it I suppose with the 
intention of getting an investment? 
Aces, 

Q.—Not, you say, to get some profit 
by a rise in the market? A.—No. 

Q.—And you sell it in 1902 at a pro- 
fit of $290, what did that yield you? 
A.—What did we pay for it? 

Q.—You paid 115 and 116? A.— 
It would be about 4 1-2 per cent. 

Q.—In 1901 you bought 500 shares 
of Toronto Railway? A.—Yes. 

Q.—At 115 3-4 to 116 1-4, about 116 
average? A.—Yes. 


Q.—Then you sold 300 shares of that 
on October 30th, the next month? A. 
Ves, 

Q.—Retaining that security just a 
month? A.—yYes. 

Q.—Why would you do that if you 
were buying it for investments? A.— 
I do not remember now. 

Q.—Can you suggest any reason why 
you should change your mind so quick- 
ly as that on a security? A.—No, I 
cannot. 

Q.—You sold it at 116 3-4 to 117, you 
bought it 115 3-4 to 116 1-4? 

MR. McLAUGHLIN: The Toronto 
Railway account would show. 

MR. TILLEY: Q.—You cannot say 
why it was sold off if it was bought 
to produce a fair return as an invest- 
ment for your money? A.—No. 

MR. McLAUGHLIN: This is the 
Toronto Railway account. 

MR. TILLEY: That does not carry 
it much further. 
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Q.—In 1902 you sold the balance of 
the Toronto Railway stock; surely that 
is not buying stocks for investment; 
you buy in September and sell it in 
October? A.—Sometimes one changes 
his mind about an investment. 

Q.—Would not any change of mind 
in that short time be due to change 
in the market, and not to a change in 
the intrinsic value of the security? A. 
—Not necessarily. 

Q.—Can you say in that month you 
obtained any information that gaanged 
your confidence in the character of the 
Na, A.—It is quite possible I 
did. 

Q.—Everything is possiblep A.—I 
cannot remember every detail about 
every investment. A company with 
several millions of money, I cannot re- 
member every detail about every in- 
vestment it makes in the course of five 
or six years. 


Q.—I am asking you for this one 
detail in the year 1901, if you cannot 
answer it there is no use giving a 
general statement? A.—I have said I 
cannot answer it. 

Q.—You cannot give any other rea- 
son at all, in fact you cannot suggest 
the reason, as I understand? A.—WNo, 
I do not remember at all. 

Q.—Anything might be possible, and 
you cannot say what likely the rea- 
son is? A.—That is right. 

Q.—In 1903 the first security that 
is mentioned on the list of stocks for 
1903 is the Canadian Pacific Railway ; 
your transactions in C. P. R. before 
in the year 1900 were referred to and 
you carried over from 1902 1,300 shares 
of C. P. R.? .A.—yYes: 

Q.—That was a large holding in the 
ee Raw A.—Yes, a considerable 
holding. 

Q.—Then on January 2nd, 1903, you 
bought 400 shares of C. P. R., which 
would make you total holding of C. 
P. R. 1700? “A.—Yes. 

Q.—What was the next transaction 
of purchase or sale? A.—It was a 
sale. | 

Q.—Your purchase of the 400 shares 
was on January 2nd at 138 per share? 
Ai—Yes. 

Q.—And on January 15th, that is 
within two weeks, you sold 700 of the 
shares at 13873, that is at a slight loss, 
is it not? A.—Apparently, unless we 
received a dividend in the meantime. 

Q.—Can you say whether there was 
a dividend in the meantime; there 
would not be any dividend between 
January 2nd and January 15th, would 
there in all likelihood? A.—Not lhkely. 
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Q.—So that you bought 400 on Jan- 
uary 2nd, and carried it for two weeks, 
and then you sold it at near one-quar- 
ter less than what you paid for it, and 
you sold 700 at that lower price? A.— 

es. 

Q.—Can you give any reason for 
that transaction? A.—No, I noticed 
it brought our holdings down to an 
even thousand shares. 

Q.—That 700 from the 1,700 shares 
makes the thousand, is there any- 
thing elseP A.—I don’t think of any- 
thing else. 

Q.—February 14th you sold 200 more 
shares at 1354, so that the price seemed 
to be going down at that time? A.— 

es. 


Q.—On March 38rd apparently it 
was down to where you commenced to 
buy again? A.—Yes, I see we pur- 
chased again. 

Q.—So that on March 3rd you com- 
menced to buy; March 8rd you bought 
200 shares of C. P. R. at 1844? A.— 
Yes. 

Q.—And you bought on March 6th 
at 13803, 100 shares more? A.—Yes. 

Q.—March 7th 200 shares more at 
1294 Poe A. e858. 

Q.—And March 9th 100 shares more 
ate L2S4 Pe n'A YY es; 

Q.—March 10th 100 shares more at 
1274? .A.—Yes. 

Q.—March 8th 100 shares more at 
1293? A.—Yes. 

Q.—March 8th another lot of 100 
shares at 1281, that is right? A.— 
Yes. , 
Q.—The last two of those purchases 
being made through Osler & Ham- 
mond, and all the previous ones being 
through Pellatt & Pellatt? A.—Yes. 

Q.—So that you bought at that time 
five lots? A.—Yes. 

Q.—Of C. P. R. through Pellatt & 
Pellatt, amounting to 700? <A.—Yes. 

Q.—So that you there by that trans- 
action replaced the 700 shares you had 
bought before? A.—Yes. 

Q.—You were replacing them at an 
average of about 128, 129, what you 
had sold for about 130? A.—Yes. 

Q.—So that was buying in as the 
market was falling? A.—Apparently. 

Q.—Here is an item on March 8th, 
1903, of interest to Osler & Hammond, 
what does that mean? A.—I don’t 
know except they held some of this 
stock for a few days for us. 

Q.—Why did they hold it for a few 
days for you? A.—We might not 
have had the money at the time. 

Q.—Would you be investing money 
if vou did not have it to invest? A.— 
Quite often. 
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Q.—That is you would anticipate 
money coming in? A.—Yes, we have 
an average of about $100,000 a month 
coming in. 

Q.—Were you anticipating at that 
time, can you say? A.—Hvidently. 

Q.—Are you so sure about that you 
would say offhand that way. A.—WNo. 

Q.—I see there was a meeting of 
the Executive Committee on April 6th, 
1903, this seemed to be the state of 
your account at that time, bank bal- 
ances $19,193 of overdraft, call loans 
nearly $213,000, obligations $273,680 ; 
that means that you were obligated to 
pay out $273,680 with respect to loans 
you had promised on real estate, or 
with respect to some other investment 
you had undertaken? A.—Yes, and 
out-standing death claims. 


Q.—Anything that was a claim on 
you at that time? . A.—Yes. 


Q.—Would that include this C. P. 
Rita aes, 


Q.—And the Standard Bank loan 
$100,000, and T. E. P. Brown $5,000, 
that does not look as if you had much 
money to invest at that time? A.— 
Although these outstanding obligations 
are all in there, some times some of 
them represent bonds that we purchase 
for delivery at a certain date; they 
might not be ready for delivery. The 
outstanding death claims we can only 
pay them as the proofs of loss, the 
complete proofs come in. 

Q.—See how it compares with the 
following weeks; April 14th the bank 
balances’ were $6,671 apparently on 
the credit side? A.—Yes. 

Q.—Call loans $212,000, obligations 
$277,960; Standard Bank loan $100,- 
000, and T. EK. P. Sutton, is that the 
name? A.—Sutton. 

Q.—$4,000, which shows that the one 
T read before of the 6th was a mistake? 
A.—Yes. 

Q.—So that the obligations still 
amounted to almost $300,000. Then 
on April 20th, 1903, the bank balances 
were $19,000 odd, call loans $222,000, 
and obligations $380,210; so that with 
that bank balance of $19,000 and 
$222,000 of call loans you had at that 
time still obligations amounting to 
$380,000? A.—Yes. 

Q.—Then you had no money appar- 
ently that was reducing that item of 
obligations? Q.—We were probably 
making investments all this time. 

Q.—Why would you be making in- 
vestments still carrying forward a 
large item of obligations like $380.- 
000? A.—A good many of those I 
explained were not immediate obli- 
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gations, some of them would be months 
ahead. 

Q.—April 27th, obligation $294,000, 
May 4th, obligation $184,000. Let us 
see whether on May 4th you had been 
making many sales of these stocks or 
not. At any rate you say that the in- 
terest that is shown there to have 
been paid to Osler & Hammond would 
be with respect to moneys that were 
owing Osler & Hammond on invest- 
ments they had made for you? A.— 
Yes. 

Q.—Have you Osler & Hammond’s 
account here? A.—I have not. It 
would be in here, it would be some 
of these stocks we’had purchased from 
them, there is the item. 

Q. You bought from Osler & Ham- 
mond on March 6th and March 8th, 
1903, two lots of 100 shares each of 
C.P.R. at 129% and 1284; that might 
possibly necessitate the payment of 
the $32.10 interest? A.—Yes, that 
would be the item, they evidently held 
this stock for a few days for us. 

Q.—We will be able to see the items 
you were then owing Osler & Ham- 
mond in the same way? A.—Yes. 

MR. McLAUGHLIN: 200 shares for 
a week would amount to that much. 

MR. TILLEY: But that is 100 
shares for two days. 

Q.—Was it not the fact that the 
Manufacturers’ Life at that time had 
at least two current accounts, one 
with Osler & Hammond and the other 
with Pellatt & Pellatt? A.—Yes. 

Q.—And you would give orders for 
the purchase of securities and give 
orders to sell the securities without 
paying for them at the time the trans- 
action went through? A.—Yes. 

Q.—Leaving it to the brokers to fin- 
ance it? A.—Sometimes. 

Q.—That would be, would it not, 
buying and selling on margin? A.— 
No. 

Q.—Why not? A.—We always paid 
a very substantial amount. 

Q.—That would just mean a larger 
margin? A.—And the account was 
never allowed to run more than a few 
days at a time as a general thing. 

Q.—Were those purchases of 700 
shares through Pellatt & Pellatt auth- 
orized by any Committee before they 
were made? A.—Yes. 

Q.—Let me see the memorandum of 
that? 

MR. McLAUGHLIN: You cannot 
question him as to the contents of 
written documents without producing 
them. 

Q.—There is an entry of ‘‘The pur- 
chase was approved of $25,000 Cape 
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Breton Electric Company first mort- 
gage 5 per cent. gold bonds’’ and 
‘500 shares of C.P.R. at 129, 129, 
128 and 127.”? That is March the 
9th? A.—This includes the broker- 
age. 

Q.—Does this include brokerage? 
A.—Yes. 

Q.—And this does not? A.—No. 

Q.—Then there would be 200 at 
129°? A.—Let us see what the dates 
are. 

Q.—This is a meeting of the Ex- 
ecutive Committee on March the 9th, 
and first the purchase was approved 
of 500 shares of C.P.R.? A.—There 
is 5 if you take it down to there. 

Q.—But it says 129, 129, 128 and 
eee A.—There is 129, 129, 128 and 

Q.—I see. Then these others were 
bought at the date of that meeting. 
Why are they not shown here? A.— 
They were probably approved at the 
previous meeting. 

Q.—The next previous meeting was 
March 2nd and that was before any of 
them were bought? A.—The purchases 
began on January 2nd. 

Q.—Well, that was in March. We 
can see the authorization for this 
afterwards. Then in the same stock, 
C.P.R., on March 20th you commenced 
selling again, did you not? A.—Yes. 

Q.—First sale, 200 shares at 131. 
Then on April 20th you sold 100 shares 
at 1303. April 21st, 100 shares at 
1318. April 21st, 100 shares at 
1313. April 21st, 100 shares at 132%. 
April 21st 100 shares at 1824. So 
that you parted with during that time 
700 shares of C.P.R. at about 1381 to 
182, or 182 average? A.—Yes, 

Q.—132 average. You first sold 700 
and 200 at about 186 and then you 
bought 900 at about 129 and then you 
sold 700 at about 181 and 1382? A.— 
Yes. 

Q.—-All within the months of Janu- 
ary, February, March and April? A. 
—Yes. 


Q.—Can you say, then when these 
shares were bought they were bought 
for investment, is that still your opin- 
ion? A.—No, I think it is quite likely 
that some of them were bought with 
the idea of only holding them a short 
time. 

Q.—So that it would be fair to say 
that at that time at any rate, the 
beginning of 1908, that you were buy- 
ing for a rise in the market or selling 
because you ea they would go 
down? A.—Yes. 

Q.—And that was when the Fin- 
ance Committee had been appointed 
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and was in running order for a month 
or two? A.—Yes, a longer time than 
that. 

Q.—November. Their first meeting 
was December 2nd, so that they would 
commence in the month of January. 

MR. McLAUGHLIN: Practically 
1903 covers the Finance Committee 
period. 

MR. TILLEY: Practically 1903? A. 
—Yes. 

Q.—Then on April 28rd, 1903, there 
is an item of ‘‘Re exchange to Osler 
& Hammond” which is not large en- 
ough to bother about, but there is an 
item on December 380th, 1903, of in- 
terest to Pellatt & Pellatt, $972.84. 
What does that mean Mr. Junkin? A. 
—It must have been on a current ac- 
count such as was spoken of. 


Q.—A current account, just as we 
mentioned, where they were advancing 
some of the money at any rate to carry 
some of these securities you were buy- 
ing, is that right? A.—I would not 
be sure of that. I think it is correct. 


Q.—I suppose their account is not 
here either? A.—No. 


* MR. McLAUGHLIN: You had their 
account the other day. 


MR. TILLEY: I had their account 
but not your account with them. We 
will be able to see that later. Now 
that completes all the transactions you 
had in Canadian Pacific Railway dur- 
ing the year 1903, does it not? A.— 
Yes. 


Q.—Then the next item you have in 
the statement is an item of Canadian 
Securities, Limited, number of shares 
200. That is a lot of stock that you 
took by way of subscription, accord- 
ing to this statement, in the Canadian 
Securities, Limited? A.—Yes. 

Q.—We will not stop to take that 
up now because that is something that 
would lead us off to another inquiry, 
but we will deal with that afterwards. 
Then the Commercial Cable stock, you 
brought forward 600 shares from 1902 
and then in January of 1903 you sold 
two lots of 25 shares each through Pel- 
latt and Pellatt, the first at 174 3-4 
and the second at 175. Is that rightP 
A.—Yes. 


Q.—No other’ transaction until 
March 6th when you sold 50 shares at 
about 166 3-4. Apparently Commer- 
cial Cable had started to. go down? A. 
—Yes. 

Q.—It was not the only stock that 
started to go down? A.—What time 
was that? 
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Q.—March, 1903? A.—No, I think 
that was about the period that most 
stocks were going down. 

Q.—You seem to have got all of your 
C. P. R. closed out in the month of 
April? A.—Yes. 

Q.—Then March 20th you bought 69 
shares of Commercial Cable at 100 
didn’t you? A.—Yes. 

Q.—That is a drop? A.—No, that 
is the par price. 

Q.—Price per share paid? A.—Yes, 
100 evidently. 

Q.—$6,900. Now did that stock drop 
from 166 3-4 on March 6th to 100 on 
March 20th? A.—WNo, that can’t be 
right. There must be a typographical 
error there in some way. 

Q.—The total seems to be right, 
$6,900. That means it is said that-:you 
got in respect of your old shares an 
allotment of 69 shares of new stock? 
A.—Oh yes, I remember that now. 

Q.—For which you would pay par? 
A.—Yes. 

Q.—Then on April 25th you sold 100 
shares at 157 3-4. April 25th 50 shares 
at 157 3-4. April 27th 150 shares at 
157 3-4. April 28th 200 shares at 159 
3-4 and on April 30th 69 shares at 164 
3-4. And that concluded your trans- 
actions in Commercial Cable for that 
year? A.—Yes, 

Q.—The whole transactions in Com- 
mercial Cable showed a profit of 
$1,570.87? A.—Yes. 

Q.—And that would be credited to 
interest account? ant seems so 
from that item. 

Q.- -Then on March 16th apparently 
you bought some Crow’s Nest Coal, 
202 shares and ou sold it on Decem- 
ber 28th, 1903. Did you buy it: through 
Pellatt & Pellatt or from Pellatt & 
Pellatt? A.—Through Pellatt & Pel- 
latt. 

Q.—As your brokers? <A.—Yes. 


Q.—And you sold it to or through 
MacKenzie and Mann? A.—To. 
That is the matter that was already 
gone into. 


Q.—That was the Crows Nest stock 
that you got rid of on December 
28th, 1903? A.—Yes. 

Q.—_That passed out of the books 
at. the end ) of) that. year. Then 
Ottawa Electric on January Ist, 
1908. Apparently you had or I 
thought you had some that you had 
carried over? A.—Yes, well, that is 
it isn’t it? 

Q.—It does not say carried for- 
ward? A.—That is what it is at any 
rate. 


25 a 
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Q.—Apparently that is just what 
you carried over and you had no 
transactions: in it. that year? ‘A.— 
We have not sold any at any time. 

Q@.—Then Sovereign Bank is what 
you carried forward? A.—Yes. 

Q.—The Toronto Electric Light, 
you carried forward 765 shares at the 
beginning of that year? A.—Yes. 

Q.—On January 22nd you bought 
235 more? A.—Yes. 

Q.—Making in all 1,000 shares? A. 
Yes. 

Q.—You bought that at 1551? A. 
Yes. 

Q.—Then on May Ist, 1908, did 
you buy or sell 500 more? A.—That 
was a new issue. 


Q.—An allotment of new © stock 
which you took up at par? A.—Yes. 


Q.—That is mentioned here, so 
that at the end of that year you 
would be carrying forward the whole 
of these shares? A.—Yes. 


Q.—1,500 shares of Toronto Elec- 
tric Light? A.—Yes. 

Q.—Then the next item in April 
30th, 1903, King Edward Office Build- 
ing ‘Company Would you tell us 
what that was, it was a subscription? 
A.—Yes. Well, to begin at the begin- 
ning. We have never been a great 
believer in office buildings, that is in 
the possibility of a Life Insurance 
Company being able to make them 
pay a fair rate of interest, and yet 
we have for the last few years back 
been wanting better office accommo- 
dation for ourselves. Instead of putt- 
ing up an office building of our own 
and renting out parts that we do not 
require for our own use, we con- 
ceived the idea of joining with several 
other financial institutions, or insti- 
tutions of various kinds, and putt- 
ing up a building jointly, making it 
a Joint Stock Company, each one 
settling in advance about how much 
office accommodation they would 
require and having it divided up 
among the different companies in 
that way, our idea being to take the 
two top floors. A company was 
formed in that way for the purpose 
of purchasing this property oppos- 
site the King Edward Hotel and next 
the Rice Lewis corner, 80 feet front- 
age. After the company was formed 
and the property purchased and 
after we had a few meetings of the 
Board of Directors, there were so 
many different ideas about what kind 
of a building should be built, and 
other matters, that we concluded it 
would be better for us to fall back 
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on the old plan adopted by most 
companies, af owning the property 
outright and building it ourselves; so 
we bought out the interest of the 
other parties at cost and then: endea- 
voured the buy the Rice-Lewis corner 
to complete the property, so that we 
could have’ good light, to have a 
corner. We tound the price of the 
Rice Lewis corner much higher than 
we thought the property was worth 
and we concluded that it was not to 
be purchased, and after giving the 
matter careful consideration we con- 
cluded that it would be unwise to 
build without a corner, we wanted to 
get a property on a corner where we 
would have good light and put the 
property up for sale and sold it at a 
profit of about—well, it stood us 
counting interest at about $106,000 
and we sold it tor $120,000. That is 
the history of the whole transaction. 

Q.—So you made a. profit on that 
matter? <A.---Yes. 

Q.—Who owned the property before 
this company took it over? A.—Some 
gentleman that lived in Hamilton 
owned part of it and I don’t remem- 
ber who owned the other part. 

MR. McLAUGHLIN: The Clark 
Estate owned part of it. It was in 
no way connected with our company. 
A.—No, they had nothing to do with 
our company; never heard of them 
until we began to get interested in 
the property. 

MR. TILLEY: We will leave that 
for the present at any rate. It is 
not the nature of the transactions 
that we are examining into just for 
the moment. 


MR. McLAUGHLIN: The Bull 
Estate owned the other part. 

MR. TILLEY: The Dominion Coal 
is the next stock that is shown here 
as being one of the usual _ invest- 
ment kind, I mean to say different 
from the King Edward Office Build- 
ing property and different from the 


Canadian Securities Limited? A.—. 


Yes. 

Q.—In Dominion Coal you carried 
over from the last vear no stock at 
all did you? A.—No. 

Q.— But, on sJanuary,) Send you 
bought 700 shares of Dominion coal 
at no price given here. That is the 
transfer from the previous year? A. 
Yes. 

Q.—We had that before so I do not 
want to take up any time with it at 
all. Then on January 22nd, 1903, 
you bought 300 shares of Dominion 
Coal at-1314? A.—Yes. 
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Q.—That was all you bought during 
delay or February, wasn’t it? <A. 
—Yes. 

Q.—But in March you commenced 
to buy Dominion Coal again on a 
lower level of prices, did you not? 
A.—Yes. 

Q.—On March 11th you bought 50 
shares, March 12th, 100 shares. 
March 12th, 100 shares. March 12th 
or 13th, 100 shares more. March 14th 
you bought 5 lots of it, 3 of them be- 
ing for 100 shares, one for fifty and 
the other for 25, and on the 15th you 
bought 100 shares. Those were all 
purchases, weren’t they? A.—Yes. 

Q.—So you bought 825 shares of 
Dominion Coal before March 11th and 
March 15th? <A.—yYes. 

Q.—At prices ranging from 1191 to 
1233? A.—Yes. 

Q.—AIl but 3 of those transactions 
were with Pellatt & Pellatt? A.— 
Yes. 

Q.—Then on December 28th you 
still had all those shares, had you 
not? A.—Yes. 

Q.—And those constituted the 1,825 
shares that were transferred to Mac- 
kenzie & Mann? A.—Yes, and taken 
over aiterwards by the Prudential 
Company. 

Q.—Those 1,825 _ shares. Those 
shares on December 28th would have 
shown you a very large loss, would 
they not? A.—Yes, considerable. 

Q.—You were buying it at 119 to 122 
or 123 in March and within a month 
or two afterwards it dropped to a very 
low level, did it not? A.—Yes. 

Q.—That was all discussed so much 
in connection with the other company 
that we will pass it over for the pre- 
sent. The only other stock that you 
dealt in in 1903 was Twin City, and 
you carried over nothing from the pre- 
vious year, did you? <A.—No. 

Q.—But you commenced in March 
and on the 12th you bought 150 
shares; on the 14th, 50 and 75 and 
125; and apparently on the 13th 100, 
and on the 16th 100. And then you 
paid an item of interest to Ames & Co. 
on April 28th, 1908, amounting to 
$135.80. The last of all those pur- 
chases of Twin City stock being 
through Ames & Co. and the other 
four being through Pellatt & Pellatt? 
A.—Yes. 

Q.—Then in June you made further 


purchases of Twin City? Was Twin 


City stock a stock that was within the 
Insurance Act? A.—Well, we thought 
it was when we purchased it, but on 
examining the Act more closely we 
found that it was not. 
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Q.—On what construction did you 
think it was within the Act? A.— 
There are two clauses in the Act, one 
enumerating the securities that a com- 
pany may invest in, a company that is 
only doing business in Canada. Then 
there is another that enumerates the 
securities that a company may invest 
in that is doing business in the United 
States, and the securities named are 
very much the same with the exception 
of street railway stock. Although 
street railway bonds are included in 
the second, street railway stock is not. 
We had not noticed that; we thought 
it was practically in the same position 
as Toronto Railway stock, for instance. 
Because we were doing business in the 
United States. 

Q.—You thought there was a differ- 
ence in the stock of American and 
Canadian street railways? A.—We 
thought it was the same. 


Q.—You thought it was the same be- 


fore, but after examining into the Act 
more closely you came to the conclu- 
sion that there was a difference be- 
tween the two? A.—Yes. 

().—Then do you say that at the time 
you were buying this Twin City stock 
you believed it was an authorized in- 
vestment? A.—Yes. 


Q.—Had you considered it at that 
time or was it present to your mind 
at all? A.—It was present to my 
mind. I felt quite satisfied that it 
was an authorized investment. 

Q.—You were buying Twin City in 
March at 1153? <A.—Yes. 

Q.—115 and over and at the end of 
‘March you had 600 shares of Twin 
City? A.—Yes. 

Q.—Then on June 8rd you com- 
menced buying.Twin City at 98, 50 
shares more at 973, and 50 shares more 
at 973? A.—Yes. 

Gonna then on August 6th and 
August 8th you bought two other 
lots of 100 shares each at about 89? 
A—Yoes: 

Q.—So that shows the price that 
Twin City had dropped to? A.—Yes. 

Q.—Your original investment in that 
had been at about 115 or 116 and now 
it was down to about 88 or 89? A.— 
Yes. 

(Q.—And later on down to 87, 86 and 
85 at the time these other purchases 
were made? A.—Yes. 

Q.—Then I see here an item of in- 
terest on June 8rd. paid to McCuaig 
Brothers; that would be with respect 
ta some transactions of the same kin 
thet yon had with them? <A.—That 
would be for a day or two, just. 
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Q.—A small item for a day or two’s 
interest? A.—Yes. 

Q.—Then in the middle of August 
you commenced selling Twin City, or 
at least you sold 8 lots of 200 shares? 
A.—Yes. 

Q.—At about 938? A.—yYes. 

@.—And then you bought in Septem- 
ber again 800 shares at about 86 or 
Si? vA SV ee. 

Q.—And then you sold in the latter 
part of September and October 300: 


shares didn’t you? A.—Yes. 


Q.—At about 86 to 87 and a frac- 
tion.—A,— Yes. 

Q.—So that that completed your 
transactions in Twin City at that 
time riipAl=—Yiex: 

Q.—Then I suppose it is fair to say 
that with respect to those transactions 
they were made with the intention pos- 
sibly of holding a short time, because 
you seem to be buying and selling, is 
that right? A.—Well, when it went 
down the additional purchases were 
made to average the price up. We 
thought it was below its true value- 
then and we wanted to reduce the 
average price. 

Q.—I suppose when it went down 
that low you thought it was a parti- 
cularly good buy? A.—yYes, we cer- 
tainly did. 

Q.—And supposed you would be able 
to sell it again shortly at an advance 
in price? A.—Yes, so as to bring 
down the average cost tu us. 

Q.—You did not take any more of 
it for the purpose sai a aie it as. a 
permanent investment? A.—Well, 
when we purchased it originally our 
idea was to hold w as a permanent 
investment. 

Q.—Do you say that applies to Twin 
City in particulac. that idea of per- 
manent Lay csunenns A.—Well, .all of 
these stocks we always intended hold- 
ing a certain amount of them for pet- 
manent investment. At least we did’ 
when we purchased them. 

Q.—Then Twin City is just in the: 
same category as the rest? A.—Yes. 

Q.—If the stock went up you would 
take advantage of the market and sell 
it? A.—Yes, we might have. 

Q.—Then in 1904 you brought for- 
ward Canadian Pacific 1,000 shares. ° 
and in October you commenced selling 
that stock. Now it was the end of 
1908, wasn’t it, that you transferred 
to the Prudential, or March, 1904. 
It was between the years 1903-4. It 
was the inspection of 1903 that brought 
about the trouble with the Insurance- 
Department? A.—Yes. 
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Q.—That trouble occurred in Janu- 
ary was it, or when was that first let- 
ter from Mr. Blackadar? A.—About 
February. 

‘Q.—Now apparently before the 
month of February, before that in- 
spection you had not been buying any 
of these stocks during January? A. 
—No, I don’t see any there. 

Q.—The only items for January 
would be the Crow’s Nest and the Do- 
minion Coal, which formed those two 
wee you had the trouble about? 
Ate 08; 


Q.—Your transactions with C. P. R., 
were they purchases? A.—No, they 
were sales. 4 


Q.—So that you sold out in the 
month of October the whole of your 
ert ht invA. Ves! 


Q.—That is the whole thousand 
shares you sold out of C.P.R. at about 
132 to 134? A.—Yes, when we found 
the new Bill we were counting on was 
not going to be passed. 


Qea Wasnt that View) unkin PAL 
Yes, it was that particularly in C. P. 
R., that was one of the things we 
wanted to hold a thousand shares of. 


Q.—Had you some definite policy 
planned in your mind to carry and 
continue to hold 1,000 shares of C. P. 
R.? <A.—Yes, I always thought very 
favorably of C. P. R., and the Board 
did too. 

.Q.—Was there any policy outlined 
by your Directors to acquire and con- 
tinue to hold 1,000 shares of C. P. R.? 
A.—Oh, I cannot say that there was 
definitely laid down. 

Q.—Was it discussed? A.—Yes. 


Q.—Then you sold out at anyrate 
the whole thousand of C. P. R., and 
you brought forward the Canadian 
Securities Limited stock which you 
still hold? A.—No. 

Q.—Don’t you hold it now? A.— 
No. 

Q.—When did you part with that? 
A.—In December last. 

Q.—December of 1905? 
profit of $8,000. 

Q.—Oh yes, that is in the other 
statement. Then there is the Ottawa 
Electric, Twin City and the Sovereign 
Bank. The Sovereign Bank you still 
hold? A.—Yes. 


Q.—And the Ottawa Electric and 
Twin City you carried from the end of 
that year? A.—Yes. 

Q.—The Toronto Electric Light you 
had 1,500 shares that you carried 
over? A.—Yes, 500 of that came to us 
by allotment. 
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Q.—What did you do with that 
stock during the year? A.—Well the 
intention was I remember to sell that 
500 and retain the original amount. 
Let us see what was done. Yes, it was 
sold. 

Q.—The 500 shares were sold and 
175 more shares sold? A.—Yes. 

Q.—And the balance carried over? 
A.—yYes, we still had it. 

Q.—Then King Edward Office Build- 
ing Company. Are those the trans- 
actions you have spoken of in 1904, 
when you had to buy out or did buy 
out the interest of the other parties 
that were in the company? A.—Yes. 

Q.—Then in 1905 apparently you 
purchased Canadian Bank of Com- 
mercer. A.—-Yes. 

Q.—Have you sold any of that? A. 
—No I think not. 

Q.—You purchased over or about 
200 shares of Canadian Bank of Com- 
merce? <A.—Yes. 

Q.—And then the Dominion Bank, 
you purchased about 380 shares? A.— 
Yes. 

Q.—Have you sold any of it? A.— 
We sold some of that this year. 

Q.—But I mean up to the end of 
1905 you had not sold it? A.—wNo. 


Q.—You were continuing to carry 
that. The Canadian Securities Com- 
pany, Limited, you have referred to? 
A.— Yes. 

Q.—We can take that up separately. 
Twin City, what are these transac- 
tions? A.—Sales. 

Q.—Did you sell out all your Twin 
City?  A.—yYes. 

Q.—You have brought forward 800 
shares and I see in January, ’05, you 
sold 800 shares? A.—Yes. 

Q.—At about 105 and a fraction? 
A.—¥es. 

Q.—Then you bought on March 6th 
and July 4th Bank of Hamilton stock? 
A.—Yes. 

Q.—Did you sell any of it? A.— 
No. 

Q.—You still have that? A.—Yes. 

Q.—Then you brought forward Ot- 
tawa Electric, have you still got that? 
A\—Yes: 

Q.—993 shares? A.—Yes. 

Q.—The Sovereign Bank, what have 
you to say about that? You have 
brought forward 150 and you bought 
some more did you? A.—Yes. 

Q.—Have you sold any of it? A.— 
No. 

Q.—Part of it was an allotment or 
all of it probably direct from the 
Bank? <A.—Yes. 

Q.—Then Toronto Electric Light, 
you brought forward 825 shares, did 
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you dispose of that? A.—No, we have 
that yet. 

Q.—Union Bank? A.—Yes. 

Q.—Winnipeg Electric Railway Com- 
pany? A.—Yes. 

Q.—Those were purchases? A.— 
Yes. 

Q.—Of a good many sharesP A.— 
Yes, 1,600 shares about. 

Q.—From Pellatt & Pellatt? A.— 
Through Pellatt & Pellatt. 

Q.—During January and May, 1905? 
A.—Yes. 

Q.—And you still carry that? A.— 
Yes. 

Q.—Well then, the securities that 
you bought and dealt in in 1905 seem 
to be entirely different from the se- 
curities that you had during 1902 and 
1003? A.—Yes, we have retained the 
most of them. 

Q.—There has not been a large num- 
ber of purchases and sales. Was every- 
thing that was bought in 1904 and 1905 
authorized? A.—yYes. 

Q.—Before it was bought or after 
it was bought; Mr. McLaughlin asked 
me to ask that question, he wants to 
know whether it was authorized by the 
Insurance Act? A.—Yes, I think 
without exception everything comes 
within the Insurance Act. 

Q.—Was it all authorized by the 
Board? A.—yYes. 

Q.—Or by the proper Committee in 
that behalf? A.—Yes. 

Q.—There were no transactions other 
than what you have told us, where the 
transaction was not authorized before 
it was made, or ratified by the proper 
Committee or Board of Directors after- 
wards? A.—None whatever. 

Q.—Then is this list of securities 
that you have here for 1905 in any 
way indicative of any line of conduct 
determined upon by the Board of Di- 
rectors or the proper Investment Com- 
mittee or yourself as the Manager? 
A.—Well, T think it is the result of, 
I might say perhaps the result of ex- 
perience. I don’t know that there has 
been any change of policy definitely 
laid down by the Board except that 
we are more conservative than we were 
before. 

Q.—Do you mean to say that the 
different persons who are on the Board 
of Directors or on the proper invest- 
ment Committee—what you mean to 
indicate I suppose is that that is the 
tenor of their discussion of securities 
at the present time? A.—Yes. 

Q.—More on a conservative basis 


than it was in 1902 and 1903? A.— 


Yes. 
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Q.—The statement for 1905 would 
indicate somewhat that stocks were 
bought to retainP A.—Yes. 

Q.—That could not be said of the 
1902-3 securities could it? A.—Not of 
some of them. : 

Q.—And still you would not care to 
call them speculative? A.—No, they 
were a pretty good class of securities. 


(Adjourned to 10.30 a.m. on Wed- 
nesday, 2nd day of May, 1906.) 


EIGHTEENTH DAY. 
MORNING SESSION. 
Torontv, May 2nd, 1906. 


Examination of Mr. Junkin con- 
tinued : 

MR. SHEPLEY: Mr. McLaughlin 
hands me this in connection with some 
questions I asked you yesterday about 
paying Mr. Gooderh'am or allowing 
Mr. Gooderham certain commissions on 
his premiums on his own life insur- 
ance policy, and this purports to be a 
memorandum of Mi. Fackler’s upon 
that subject, do you identify it? A. 
—Yes, that is the original. 


Q.—This was made by Mr. Fackler, 
your actuary, at the time of the ma- 
turity of the policy? A.—yYes, as be- 
ing the fair way of dealing with it. 


Q.—It seems to justify what you said 
yesterday that the commissions, so far 
as they exceeded 5 per cent. were 
taken into consideration in adjusting 
the tontine payment? A.—Yes. 

Mr. Shepley reads the memoran- 
dum, which is marked Exhibit 67. 

Q.—That is 80 per cent. (referred 
to in memorandum)— A.—The first 
year. 


().—And ten per cent. subsequent 
years? A.—Yes. 


Q.—Was Mr. Gooderham settled 
with as to his tontine dividend upon 
that basis? A.—On exactly that basis. 


Q.—Have you at all refreshed your 
memory as to the volume of insurance 
in respect of which the insured them- 
selves were allowed commissions? A. 
—No sir, I have not; I have not had 
an opportunity. There is another mat- 
ter arose out of yesterday’s evidence 
I would like to refer to. 


Q.—You may do that now? A.—It 
is the matter of these stock bonuses; 
T find I have not been doing the com- 
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pany justice. When I was asked what 
records there were of these stock 
bonuses I find they were not only re- 
corded once, but as a matter of fact 
recorded 52 times a year officially, and 
in the most emphatic way, that is by 
a written document presented to the 
Board weekly showing exactly what 
bonus stocks are held. 


Q.—You told us that yesterday after- 
noon; these bonus stocks appeared in 
your weekly reports of investments 
held to the Finance Committee? A.— 
Yes, and they became permanent offi- 
cial files of the company in the same 
way as the minutes or any other official 
documents the company had. 


Q.—I would like you to modify that 
52 times a year, because we did not 
get one for every week—as often as 
you reported? A.—Yes. 

Q.—And if there are reports in 
which the bonus stocks did not apvear 
it would be by reason of clerical er- 
rors? A.—Exactly. 


Q.—Has it been the policy of your 
company under certain circumstances 
to allow people who insure with you 
rebates or commissions in respect of 
their premiums? A.—No, not at the 
head office, not of late years. 


Q.—Speaking of the time before 

which you would not describe, or which 
would not fall within of late years, 
what do you say? A.—I might modify 
that also of late years; as I explained 
yesterday any one who is devoting his 
whole time to the life insurance busi- 
ness has as a general thing been al- 
lowed— 
- Q.—Can you be sure about that, any 
one who devotes his whole time to in- 
surance business? A.—Who is recog- 
nized as a life insurance man. 

Q.—What about him? A.—He has 
generally been allowed when he ap- 
plied for it 5 per cent. on renewals. 

Q.—Any other class of instances? 
A.—The directors when they apply for 
it as a general thing have been allowed 
it. 

Q.—Any other class of instances? 
A.—No, I think ‘not. 

Q.—When you _ speak of directors 
and life insurance men I understand 
you to say that that is a policy or a 
custom which has subsisted even of 
late years? A.—Yes. 

Q.—Always has subsisted? A.— 
Yes, I believe so. 

Q.—Before that time were there 
other circumstances which were sup- 
posed to justify rebates? A.—No, I 
think not. 
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Q.—You see you made a distinction, 
you said not of late years, then even 
of late years in the instances you 
mention rebates have been allowed; 
before the time you describe as of late 
years what about rebates? A.—When 
the company was a young company, 
and more anxious for business, I think 
it is quite possible if any one came to 
the office and said I am prepared to 
insure with you but I want the agent’s 
commission myself, I do not want the 
interference of any agent in it, I think 
it is quite possible he would have been 
allowed the agent’s commission. 


Q.—When you say quite possible 
does your information enable you to 
say that was done? A.—I cannot re- 
member of a single instance of it since 
I became manager. 


Q.—lIs it your understanding it was 
done before you became manager? A. 
—I think it was in some cases. 


Q.—That is your understanding, it 
was in every case in which it was 
asked for practically? A.—No, I 
would not go so far as that. 

Q.—The company would not turn a 
man away? A.—They would make 
every effort to get the business with- 
out cost if they could. 

Q.—But competition was even then 
keen, was it not? .A.—Yes, it cer- 
tainly was. 

Q.—And were there other companies 
that did allow rebates? A.—Yes, it is 
a pretty general practice in life insur- 
ance, I am sorry to say. 

Q.—With the result that in the com- 
petition for business the Manufac- 
turers’ to keep abreast of the competi- 
tion would be and was. A.—Yorced 
into the position of giving rebates, 
that is really the situation. 

Q.—What would be the extent of 
the rebates, I suppose just as little 
as you could give and get the busi- 
ness? A.—Yes. 

Q.—As much as you had to give to 
get the business. A.—Yes,’ not more 
than what would be paid to an agent, 
generally considerably less. 

Q.—Do you say that so far as the 
Manufacturers’ Company is con- 
cerned, that that practice has been 
discontinued since your management? 
A. Yes) not all the} time..of 4 my 
management, but I should say for 
perhaps the last three or four years. 

Q.—You commenced to be manager 
in 1895? A.—Yes. 

Q.—And the custom of rebates, 
rebates in the sense we are speaking 
of now, rebates given to bringing about 
insurance, that lasted until three or 
four years ago? A.—Yes. 
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Q.—You say it was customary with 
other companies? A.—Yes. It was 
introduced into Canada by our for- 
eign competitors. 

Q@.—When you say your foreign 
competitors you mean the United 
States companies? A.—Yes. 

Q.—Do you tell us since the period 
you limit by saying three or four years 
ago that since that period the custom 
has been entirely discontinued in the 
Manufacturers? A.—At Head Office, 
I have not the slightest doubt that 
many of our agents— 

Q.—At head office you say that 
oe does not prevail at all? A.— 

O. 

Q.—It has absolutely discontinued? 
A.—Yes. 

Q.—You say so? A.—Well, that 
would be putting it too strong to say 
absolutely, but there are very few 
cases, if any. ; 

Q.—What have you in your mind? 
A.—I have not any particular case in 
mind, but still— 

Q.—You are guarding your state- 
ment; either you laid down and main- 
tained an absolute principle on the 
subject or you did not, what do you 
say? A.—If I were giving an answer 
to that question if we had definitely 
and absolutely laid down the principle 
that no one under any circumstances 
was to get a rebate I would say that 
we have not. 

Q.—Then you have not laid down 
that definite principle; you under- 
stand I am excluding the cases which 
you have already said prevailed up to 
the present time, the case of insur- 
ance men and _ directors—excluding 
those I want to know whether’ the 
principle has been absolutely main- 
tained since this period you speak of 
as three or four years ago? A.—I 
think it has; excluding those I remem- 
ber of any case so far as I am aware 
where rebates have been given of 
recent years. 

Q.—Can you make yourself definite 
about that? A.—No, I could not, 
because it may possibly be done with- 
out my knoweldge, these minor mat- 
ters— 

Q.—Are you able to say it never 
has been done with your knoweldge? 
ALAS Ltthink 1 vam: 

Q.—Could it be done without your 
knowledge? A.—Yes. 

Q.—By whom? A.—The Assistant 
Manager or the Secretary, I do not 
think they would consider they were 
going beyond their province if it was 
absolutely necessary to secure the 
business. 

Q.—To what extent has there been 
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any principle upon the subject laid 
down if the Assistant Manager or the 
Secretary— A.—To this extent, sin, 
that I have repeatedly, time and time 
again told the different officers of our 
company that I would much prefer 
doing without the business than having 
it with the rebate on a matter of 
principle; I have gone so far, sir, as 
to return the cheque of a party on a 
$40,000 policy where he sent a cheque 
for part of the premium. He was not 
asking for a very large rebate as com- © 
pared with what an agent would be 
entitled to, and I took the risk of the 
policy having to be cancelled. It was 
not cancelled, because he forwarded 
his cheque for the full amount after- 
wards. 

Q.—Let us get back to the principle, 
you have told, if I understand you, 
those who were under your supervi- 
sion and control you would much pre- 
fer not to get the business at all than 
to get it at the instance of a rebate? 
A.--Y es; 

Q.—Have you forbidden the grant- 
ing of a rebate. A.—No, not abso- 
lutely. 

Q.—Have you left it in the discre- 
tion of your subordinate officers to 
rebate or not as they may deem ex- 
pedient in the interests of the busi- 
ness? A.—Yes, to that extent, but 
I have not absolutely forbidden it. 

Q.—You have left it in the discre- 
tion or you have not? A.—That 
would practically amount to leaving 
it to their discretion, they know my 
opinion that I would rather be with- 
out the business than accept it in 
that way. 

Q.—You do not know to what ex- 
tent that discretion has been exer- 
cised in the direction of allowing re- 
bates? A.—Very little at all, I am 
satisfied of that. 

Q.—You are not able to say it has 
not been exercised to some extent in 
the direction of allowing rebates? 
A.—No. 

Q.—With respect to agents what 
are you able to tell us about the re- 
bate custom? A.—Most of our agents 
are on commission, and they look on 
the commission as belonging to them- 
selves, and we do not know of course 
what they do with it. 

Q.—When you say you do not know 
what they do with it, are you aware 
that as amatter of practice their com- 
mission is sometimes in whole or in 
part foregone for the benefit of the 
person insuring? A.—yYes. 

Q.—You are aware of that? A.— 
Yes. 
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Q.—Is that a prevalent custom to 
your knowledge? A.—In life insur- 
ance. 

Q.—Yes, in your company? A.— 
No, I do not think it is very preval- 
ent, it is not compared with some 
other companies. 


Q.—What do you mean? A.—Com- 
pared with the practice of some other 
companies. 

Q.—You do not think your agents 
are so generous with their own com- 
missions as the agents of some other 
companies? A.—That is what I mean. 

Q.—I suppose your agents are as 
alive as any other agents to the prime 
desirability of securing business? A. 
—Yes, but for years back we have 
been pressing upon them the import- 
ance of holding out for their commis- 
sion, that the laborer is worthy of 
his hire, and it is largely a matter of 
courage after all, if the agent has 
the courage to hold out for his com- 
mission he will generally get it. 

Q.—Impressing that upon them, 
still leaving it to their discretion? 
A. — Yes, 

Q.—You have not forbidden it? 
A.—No. 

Q. Do you consider, I will use 
plain language, do you consider it 
honest to the great body of people in- 
suring that some people insuring 
should get an advantage in the prem- 
iums over the othersP A.—I think 
it is the greatest evil in the business. 

Q.—You either think it is honest 
or do not? A.—Well, this matter of 
commissions enters into business so 
much— 

Q.—I want you to look at it from 
a large standpoint, the standpoint of 
the insuring public. 

MR. McLAUGHLIN: I do not 
think Mr. Junkin ought to be asked 
to express his opinion upon every ques- 
tion that arises. Let us have the 
facts, and the Commission can de- 
cide. He can hardly be asked to 
brand all the insurance agents over 
the company as dishonest. Let the 
ethical question be a matter of in- 
ference. 

MR. SHEPLEY: My view is, and 
it is in that view I am pressing the 
question, that we are entitled to know 
the considerations which are moving 
the body of directors of any insur- 
ance company 

JUDGE MACTAVISH: TI think so. 

MR. McLAUGHLIN: My objection 
is that these ethical questions are 
really not questions of fact at all, 
which after all is all we are to bring 


co 
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out here, and the Commission will 
decide the inference that may here- 
after be drawn. I have made very 
few objections, and have tried to faci- 
litate matters as much as possible. 
The public know, and all know there 
has been very fierce competition for 
business, and you cannot say an 
agent is dishonest who does a thing 
like that. He feels the commission is 
coming to him. On the same prin- 
ciple you might ask whether in the 
selling of goods or wares or merchan- 
dise of any kind there is anything 
dishonest in the seller making the 
best bargain he can. I think Mr. 
Junkin and all of us will agree it is 
a practice that ought to be abolished, 
and practically every Canadian Com- 
pany will welcome legislation that will 
abolish it and make it penal, and 
which will prevent this unfair com- 
petition. 

JUDGE MACTAVISH: I think 
the Commission would like to have 
the question answered. 


MR. SHEPLEY: Now, Mr. Jun- 
kin, I want you to take the large 
view? A.—The question is, is it hon- 
est for an agent to give a rebate? 

Q.—The question is whether having 
regard to the large interests involved 
is it honest that A insuring his life 
in your company or any other com- 
pany. should be®able to do so upon 
more advantageous terms than BP? 

MR. McLAUGHLIN: I think the 
Commission ought to rule on what 
constitutes honesty and what constit- 
utes dishonesty before that question is 
pressed. 

JUDGE MACTAVISH: The witness 
may understand the distinction. 

MR. McLAUGHLIN: If it is a 
matter of moral philosophy it depends 
on the will with which it is done, and 
not the act itself. Mr. Junkin can- 
not say what motive is in the mind 
of the agent. 

JUDGE MACTAVISH: He can give 
his opinoin as an experienced insur- 
ance man on the question which Mr. 
Shepley asks if he has an opinion— 
have you, Mr. Junkin? A.—Well, 
Your Honor, I will endeavor to answer 
the question as far as lies within my 
power. 

MR. SHEPLEY: The answer to 
the question can be put in three letters 
or two. 


MR. McLAUGHUIN: You cannot 


say that an agent is dishonest if he 


does a thing in good faith. 
A.—Taking everything into consid- 
eration, the motive of the company 
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and the motive of the agent in giving 
a rebate, I consider it is honest. The 
motive is the desire to get business 
for the company, if the company can 
get a policy from A. by paying a 
commission to A of 5 per cent instead 
of paying 45 per cent to an agent for 
getting it I think it is honest for the 
company to get it that way. 


MR. SHEPLEY: Q.—I ask you to 
take the large view? A.—That is 
what I am endeavoring to do. 


Q.—The large view is not the view 
of writing a particular policy from 
the company’s standpoint, the large 
view I am begging you to take is the 
view of the public insuring? A.— 
As a matter of public policy, if you 
ask me that I think that if here is 
any possible way of abolishing re- 
bates they should be abolished. 


Q.—That is not answering my ques- 
tion? A.—I have endeavored to an- 
swer your question before. 

Q.—You endeavored to answer a 
question from a different standpoint, 
from the standpoint that I asked you 
to answer it from I would like to have 
your view about it? A.—Really I am 
trying to give my view, it is difficult 
to give a view on a very broad ques- 
tion of that kind by simply one word. 

Q.—Do you think soP A.—I think 
ib iss 

Q.—Do you think go? A.—Yes. 

Q.—Do you think now taking the 
public, the broad, wide public, every 
individual in which may be supposed 
to desire life insurance, that A, one 
member of the community, shall be 
able to get his policy for $1,000 on bet- 
ter terms than B—you don’t, do you? 
A.—I don’t think it is in the interest 
of life insurance that the practice 
should continue. 

Q.—Do you think it is in the inter- 
ests of the public? A.—No, I do not. 
There is no man in Canada who would 
like to see rebates abolished more than 
I would. 

Q.—Leaving out of question for the 
moment the subject of competition for 
business, you can put a stop to re- 
bates so far as your company is con- 
cerned if you choose to? A.—It is 
absolutely impossible. 

Q.—Cannot forbid it? A.—I can for- 
bid it. but I cannot put a stop to it, 
not alone. The Government can put 
a stop to it very largely. 

Q.—Cannot you put a stop to it so 
far as your company is concerned? A. 
-—No, 

Q.—Do you mean io say you have 
a body of agents who won’t obey your 
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instructions? A.—If an agent is get- 
ting 50 per cent.— 

Q.—Did . you ever try it? | A.— 
Only in the way I have said; I have 
given our agents and officers to under- 
stand I do not want it, I have never 
absolutely forbidden it, because it 
would be absolutely useless. 

Q.—You have not forbidden it? A. 
—No. 

Q.—And it is not stopped? A.—No. 

Q.—You have not tried whether for- 
bidding it would stop it or not? A. 
—No, I do not believe in trying any- 
thing I know would be useless. 

JUDGE MACTAVISH: Would not 
this be the result, that persons apply- 
ing for insurance at your head office, 
as they sometimes do, would not get 
insurance on such favorable terms as 
they might by applying to an outside 
agent? A.—That is the way the mat- 
ter stands now. 

Q.—You yourself, I mean you re- 
presenting the head office discouraged 
the practice of rebates? A.—Yes. 

Q.—And would not entertain an ap- 
plication made at the head office, but 
the same individual might by going 
to one of your agents in the field ob- 
tain what he could not get from you? 
A.—That is the idea. 

Q.—Obtaining insurance on more 
favorable terms than he could get it 
from the head office? A.—yYes. 

Q.—That is the position of matters 
nowP <A.—yYes, for the reason that 
our agents being largely on commis- 
sion we cannot tell what they are do- 
ing with their commissions; they may 
be giving them to the insured or to 
sub-agents, or they may be reaping 
the whole commission themselves. If 
I may be permitted to say so I believe 
it is the most important question that 
the Commission has to deal with, this 
matter of rebates, and I would like 
to see a very strong anti-rebate law 
enforced. 

MR. SHEPLEY: Q.—If you cannot 
enforce it or think you cannot enforce 
your instructions to your own agents, 
how do you think a general law would 
operate? A.—A law with a severe 
penalty, the law should provide for its 
own enforcement. 

Q.—Yon can inflict severe penalty, 
you can inflict the penalty of dismis- 
sal upon a man who disobeyed your 
instructions? A.—Yes, to the advan- 
tage of all my competitors, they would 
immediately pick him up. 

Q.—You have what perhaps may 
fairly be called several insurance fields 
you occupy with your business? A.— 
Yes. 
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Q.—State briefly what they are? A. 
—Dominion of Canada, State of Michi- 
gan, the West Indies, Japan, the Free 
Ports of China, the Strait Settlements, 
India, Great Britain, Bermuda, Egypt, 
South Africa, Newfoundland; I think 
that is all, 


Q.—Do you occupy these fields with 
agents? A.—Yes. 

Q.—And what is, speaking generally 
your method of appointment and your 
scale of remuneration? A.—The me- 
thod of appointment is first by ne- 
gotiation with the agent either by 
myself or the Assistant Manager or 
other officer of the company, and after 
we have arrived at a basis of agree- 
ment then submit it to the Agency 
Committee. 

Q.—Take for instance Michigan, 
have you one agent there or a dozen? 
A.—We have one agent, he might be 
called a general agent. 

Q.—You have a General Agent? A. 
—Yes. 

Q.—With regard to the Michigan 
field does he or do you employ the sub- 
agents? A.—He employs the sub- 
agents, and afterwards the contract is 
sent to us for approval; they are really 
the company’s employees. 

Q.—Who pays them? A.—The com- 
pany. 

Q.—The company pays the _ sub- 
agentsP A.—Yes. 

().—They are respunsible directly to 
the Company? A.—Yes. 

Q.—And they account directly to the 
company? A.—Yes, the principal sub- 
agents do. 

Q.—There are some who do not? A. 
—They might again have men who in- 
troduce business to .hem that they 
would allow a small— 

Q.—With that you would have noth- 
ing to doP A.—No. 

Q.—You deal directly with and hold 
responsible either head agent or the 
sub-agents whose appointment by him 
vou have approved? A.—Yes. 

Q.—Is that method pursued with 
respect to all the foreign fields that 
you have spoken of P A.—Yes. 

Q.—Or is there any difference in any 
of them? A.—No, I think they are 
all on that plan, that is all the con- 
tracts of any importance; the agent 
negotiates with his sub-agents and he 
forwards the contract on to us for ap- 
proval. 

Q.—He may have sub-agents work- 
ing for him responsible to him, with 
whose appointment and remuneration 
you have nothing to doP A.—Yes, the 
husiness would come in in the name of 
one of these other sub-agents. 
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Q.—That you say is true with re- 
spect to all the fields you are occupy- 
ing outside of Canada? A.—yYes. 

Q.—You have a head agent in each 
one? A.—Yes. 

Q.—And sub-agents in each one 
whose appointment you have approv- 
edP A.—Yes. 

Q.—And who account directly to 
your A.—Yes. 

Q.—Then do you differentiate in 
your fields of insurance in the matter 
of premiums? A.—Oh yes. 

Q.—Tell us about that please, with 
some detail? A.—Canada, Michigan, 
Newfoundland, Bermuda and Great 
Britain all come under the home rate; 
then certain of the West Indies and 
Japan come’ under what we call the 
sub-tropical rate. 

Q.—State what you mean by certain 
of the West Indies? A.—Jamaica, I 
think perhaps that is the only one. 

Q.—You are doing business in the 
other West Indies Islands? A.—Yes. 

Q.—But Jamaica is the only one 
among them that is treated under the 
sub-tropical rateP A.—Yes, and the 
others come under the _ full-trorical 
rate. I mean the other West Indies. 


Q.—And the other foreign fields? 
A.—Yes, except Bermuda. 

Q.—You put Bermuda in the home 
rate? A.—Yes; and South Africa is 
the home rate. 

Q.—You have three rates distributed 
as you have said, home rate, sub-trop- 
ical rate and the tropical rate? A. 
—Yes. 

Q.—The home rate is supposed the 
most advantageous of the three to the 
person insuring? A.—Yes, the prem- 
ium is lower. 

Q.—Can you fix, speaking generally 
—I do not want you to go into detail 
at the present moment—the propcr- 
tions which these three rates respec- 
tively bear to each other by percent- 
age or in any way you choose? — 
No, I think that hed better be 
answered by our actuary, who is pre- 
pared to go into the matter verv 
fully. 

Q.—Is that division a recognized 
division among insurance people? A. 
—Yes. 

Q.—Your company has not adopted 
a method of itsownof making the dif- 
ferentiation? A.—wNo. 

Q.—Do you maintain strictly an 
adherence to these specific rates that 
has been fixed for the particular field 
or do you permit variation within any 
particular field? A.—The only varia- 
tion we permit is in Jamaica. 
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Q.—Jamaica is sub-tropical? A.-~ 
Yes. 

Q.—And what variation do you per- 
mit there? A.—-Our experience has 
been so favorable there, and the death 
rate so low that we followed the prac- 
tice of the Standard, the company that 
has been doing business there for 
many years longer than we have, and 
have longer experience to go by, and 
the larger risks, persons insuring for 
£3,000 or upwards are allowed better 
rates, the reason for that being that 
most of these parties are in the habit 
of taking a trip north or to England, 
at least once a year, and we think 
they are better risks for that reason, 
they get braced up. 

Q.—The man who can afford a 
£3000 policy in Jamaica gets the 
home rate, the man that can only 
afford a £500 policy does not get the 
home rate? A.—Yes. 

MR. McLAUGHLIN: That is not 
the reason of it? A.—The small 
planters who remain in the Island all 
the time, and many of them living in 
the valleys and not able to go to the 
summer resorts of the Mountains, and 
that kind of thing pay sub-tropical 
rates. 

MR. SHEPLEY: 
only place where you make that dif- 
ference? A.—Yes. 

Q.—That is the only field where that 
difference arises? A.—Yes. 

Q.—And if I understand you you 
make that difference in the case of 
these people who are able to travel 
and may be supposed to travel north 
for part of the year? A.—Yes, and 
also to go to the Mountains in Jama- 
ica, to the resorts. 

Q.—You have not introduced a dif- 
ferentiation in the home rate on those 
principles? A.—No. 

Ry pening in the tropical rate? A,— 

0. 

Q.—Nor in any other of the sub- 
tropical fields? A.—No. 

Q.—I suppose that those people who 
are able to look after their health in 
the home field are better risks than 
those who have not time to do it? A. 
—I think all our Canadian risks pretty 
good risks. 

Q.—If you are treating the home 
field you find certain risks in. the 
home field better than certain other 
risks? A.—Yes. 

Q.—According to whether or not the 
person insures has the leisure and the 
opportunity of looking after his 
health? A.—Yes. 

Q.—But you do not on that account 
differentiate in the home field? A.— 
Yes, very often we do; I want to cor- 


().—Is that the . 


6 EDWARD VII., A. 1906 
Manufacturers’ Life (Junkin HEx’d) 


rect the former statement. We very 
often put a lien on the policy if we 
consider a man is living in an unfavor- 
able locality or has an unfavorable 
occupation, or if we learn on inquiry 
that he is under a great nervous strain, 
or any financial trouble that is likely 
to affect his health, or enything ot 
that kind, we either charge him an 
extra premium or we put what we call 
a lien on his policy, and that applies 
also to our tropical and sub-tropical 
business. 

Q.—That is a uniform distinction 
you make everywhere including tne 
sub-tropics? A.—Yes. 

Q.—In addition to that you intro- 
duce another difference in Jamaica? 
A.—Yes. 

Q.—So that other difference must 
have something additional underlying, 
it, or ought to have? A.—Yes. 

Q:.—And “has 162, A\—-l “have tried 
to explain what it has. 

Q.—You have given me a reason 
which strikes me as being very much 
like the reason which underlies the 
general differentiation? A.—It is be- 
cause we believe they are better risks 


as a class. 


Q.—That is what you do in the 
home field when you make a different 
charge, charge a man an additional 
premium, or put a lien upon his pol- 
icy, that is because he is not so good 
a riskP A.—Yes, 

Q.—Why make the further distinc- 
tion in Jamaica— A.—That is a dis- 
tinction the other way, it is giving 
the man a little more favorable terms. 

Q.—Instead of giving the other man 
less favorable termsr «a.—Yes. 

Q.—You look upon that as a differ- 
ent thing, because it gives one man a 
more favorable position than another, 
whereas the general rule gives one a 
little less favorable position P A.— 
Yes. 

Q.—You really mean that, that to 
your mind suggests a difference in 
principle? A.—It does certainly, I 
might be allowed to— 

Q.—I am not going to waste time 
ever that; did you want to make some 
explanation? A.—Yes, I might be al- 
lowed to explain that the commercial 
classes of Jamaica who are able to 
take £3,000 or over are a very small 
part of the community. Parties who 
are able to take £3,000 there or over, 
they will be either the owner of a 
large estate in the Island, coffee plan- 
tation, or something of that kind, and 
generally residing in the Mountains, 
or they will be a business man of 
Kingston who is repeatedly running 
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up to New York and going to Eng- 
land. We look on them as a different 
class from the small planter who is 
residing ‘in the valley generally, and 
very often in malarial districts, and 
in our opinion a different class of risk 
entirely. 

Q.—Is the general difference which 
you have spoken of and which is com- 
mon to all your fields, common to all 
insurance companies? A.—Which is 
that P 

Q.—Adding to a man’s premium, or 
putting a lien upon his policy under 
exceptional circumstances? A.—No, 
it is not common to all of them. 

Q.—Is it common to many or to 
most? A.—The idea of adding some- 
thing to the premium is common to 
many; the lien system is not so com- 
mon. 

Q.—It is in vogue in other com- 
panies? A.—Yes. 

Q.—And the other method of: add- 
ing to a man’s premium, that is*com- 
mon to many? A.—Yes. 

JUDGE MACTAVISH: Will you ask 
the witness to explain the lien system? 

MR. SHEPLEY: Yes. Will you ex- 
plain the lien system, Mr. Junkin? A. 
Take for example a man applies to 
us for a thousand dollar policy, and 
we find that there is a certain amount 
of consumption in the family history, 
enough to lead us to hesitate as to 
whether he ought really to be accept- 
ed or not, it would be just on the 
balance if we had not this lien system 
whether we would decline the risk or 
accept him. We would probably ac- 
cept that man say with a lien of 50 
per cent. of his policy, that is we put 
a marginal clause on the policy to this 
effect, that in case of death during 
first year instead of paying the thous- 
aud dollars we would pay $500. Then 
we will allow that to reduce so much 
per year for the next 20 years, say 
perhaps $25 year, so that at the end 
of the 20 years the len has expired. 
If he outlasts his 20 year endowment 
policy he would draw the face value 
of his policy just the same as if the 
policy had never been liened, but in 
case of his death the first year, as I 
said, we would pay $500, the next year 
we would pay $550 and so on. 

JUDGE MACTAVISH: That is a 
matter of contract between the in- 
sured and the company? A.—Yes. 

MR. SHEPLEY: That you say is 
in vogue in some other companies, but 
is not so common as the other method 
of adding to the premium? A,—No, 
not so common. 

Q.—Then with respect to the differ- 
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ence which you make in Jamaica you 
spoke of the Standard as _ having 
adopted that, is that common to any 
other companies except your company 
and the Standard? A.—I am not 
sure, but I think the home company 
there, 


Q.—What do you mean by the home 
company? A.—The Jamaica Mutual, 
a very old company. 


.—You think the Jamaica Mutual 
does thatP A.—Yes; I am not abso- 
lutely sure of that. 


MR. McLAUGHLIN: Our manager 
for the West Indies is here, and he 
can give the information if you like. 

MR. SHEPLEY: I am getting Mr. 
Junkin’s knowledge for the present.” 

Q.—You think the Jamaica Mutual, 
which is the home company there, does 
it as well as your company and the 
Standard? A.—I think go. 

Q.—The Jemaica field is occupied 
by other companies? A.—Yes. 

Q.—Canadian Companies as well as 
United States companies and British 
Companies? A.—Yes. 


JUDGE MACTAVISH: Are you 
leaving the question of the len? 
MR. SHEPLEY: Yes. 


JUDGE MACTAVISH: I would like 
to ask one question; do you ever put 
a lien upon a policy, to use your own 
expression, where the policy is taken 
originally without provision for a 
len? A.—Oh no, it must be a mat- 
ter of contract at the time when the 
policy is being issued. 

Q.—Then if a person takes out a 
policy in the ordinary way, and we 
will say becomes intemperate or in 
such a way as you find his health is 
being impaired, you have no provision 
for making any difference, adding to 
the premiums or putting a lien on the 
policy in a case of that kind? A.— 
No, not in our general business. [If 
he is in the temperance section, the 
total abstainers’ section, we may can- 
cel the policy if he becomes intemper- 
ate, and certain provisions are includ- 
ed in the policy providing what shall 
be returned to him in case of cancel- 
elation. 

Q.—But in the other branch? A.— 
No, once a policy is issued it is issued 
to stay. 

MR. SHEPLEY: That leads to a 
subject that we may perhaps as well 
discuss for a moment now so far as 
we are able to speak of it; when your 
amalgamated company was formed you 
took over the risks of the two com- 
panies, the Temperance & General 
and the Manufacturers’? A.—Yes. 


398 ROYAL COMMISSION ON 


18th day, May 2nd, 1906 


Q.—The Temperance and General, 
speaking broadly, had two sections, 
the abstainers’ section and the general 
section? A.—Yes. 

Q.—That is speaking broadly; I do 
not want to go too finely into details. 
There was not any similar distinction 
in the case of the Manufacturers that 
you took over? A.—WNo. 

Q.—Under the methods of insurance 
which you inherited, or may be sup- 
posed to have inherited from the Tem- 
perance and General, was this a car- 
dinal principle, to make a _ distinc- 
tion in tayor of the abstainer as 
against the man who was insured in 
the general section? A.—Yes. 

Q.—Again speaking broadly, just 
outline what that advantage consisted 
of ? A.—In thle non-participating 
rates he was given a slightly lower 
premium; in the participating poli- 
cies, that is policies with profits, the 
premium was the same, but at the 
end of the distribution period, when 
the different policy-holders were en- 
titled to profits, those insured in the 
abstainers’ section would receive larger 
profits, if the mortality in that section 
warranted it. ' 

Q.—As a matter of practice was it 
found that the advantage in respect 
of mortality was with the abstainers? 
A.—I understand it was. Since am- 
algamation P 

Q.—The amalgamated company, in 
carrying the risks, has its experience 
been the same? A.—Yes. 

Q.—That the mortality is favorable 
to those who are abstainers? A.— 
Yes. 

Q.—And who have so insured? A. 
—Yes, markedly so. 

Q.—With respect of course to those 
who do not participate in profits, and 
who pay a lower premium, of course 
they retain since the amalgamation the 
advantage they had? ‘A.—Yes. 

Q.—That is, they pay the lower 
premiumP A.—Yes. 

Q.—With respect to those who par- 
ticipate in profits, how is that, have 
you preserved in the amalgamated 
company the advantage which was 
secured to participating abstainers? 
A.—The old business of the Temper- 
ance and General? 

Qi Vea? iA ep: 

Q.—How? A.—By continuing to 
pay, as I understand it, the same 
profits and making the same distinc- 
tion that the Temperance and Gen- 
eral were making before. 

Q.—Are you sure about that? I 
do not want you to be tied to it at 
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all if you are not quite sure, because 
I understand it to be quite the other 
way. A.—Well, I am not quite sure. 
Mr. Papps will know. 

Q.—I understand the information 
from Mr. Papps is to the contrary 
of that. If you don’t know about it 
{ do not want at all to commit yov 
{o something you are not sure about? 
A.—Well, I cannot say that I know 
definitely, but that was the way I 
understood it; that is with regard 
to the policyholders of the old Tem- 
perance and General, that they were 
dealt with in the same way as before. 


Q.—That is your’ understanding 
about it, but you are not sure about 
it? A.—I am not sure. 


Q.—I do not want to tie you to it 
at all, because we do not want to go 
upon erroneous statements. If that 
advantage is not preserved and _ sec- 
ured to the abstainers’ section of the 
Temperance and General, of course 
that would not be fair to that section, 
I suppose we can all agree to that? 
A.—We are making a very extensive 
and thorough investigation now, go- 
ing back to the beginning of both 
companies, and taking evewy indi- 
dual policy. 

Q.—So I understand from what 
Mr. Papps has said. A.—With the 
intention of giving every policyholder 
just exactly. 

Q.—I am more concerned for the 
moment with the question of what 
your practice has been in that regard, 
and that I do not want to take from 
you unless you are conversant with 
it? A.—I had better leave that to 
\tr. Papps, who is more familiar with 
it. 

Q.—You have not I suppose taken 
part in the investigation which has 
been made, or the computations which 
have been made for the® purpose of 
ascertaining the extent to which the 


mortality favors the abstainers’ sec- 
tion? A.—No. 


Q.—Does the amalgamated com- 
pany do business in sections in a 
similar fashion? A.—In total ab- 
stainers and general, yes. 

Q.—You are preserving that dis- 
tinction? A.—Yes. 

Q.—And you are giving the advant- 
age to the abstainer upon the two 
principles that you have already 
spoken of as to non-participants, by 
lowering the premium, and as to par- 
ticipants by niaintaining the prem- 
ium, but giving a better share of the 
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profits? A.—We have been uniil 
recently. 

Q.—What do you mean by recent- 
lyP A.—This last three or four 
months. 

Q.—What change have you made 
in the last three or four months in 
that respect? A.—We have consented 
tq :temporarily withdraw our non- 
participating temperance rates on the 
understanding that the companies in 
general would come to something lke 
a definite practice on oa ae 
ing business. 

Q.—Just tell me what you mean by 
withdrawing the non-participating 
rate? A.—Well, all business written 
on our non-participating business now 
is written at the one rate, that is all 
our home business. 

Q.—That is you do not give the ad- 
vantage to the non-participant of the 
lower premium? A.—No, pending 
the investigation we are making to see 
more thoroughly whether the exper- 
ience of a great many years, 18 years 
now, would bear that out because a 
non-participating policy once it is 
issued, there is no chance of adjust- 
ing it afterwards. 

Q.—No, the tree that is cut down 
lies where it fails. You cannot make 
an alteration in that, but with respect 
to business you are now writing and 
have been writing during the last 
three months? A.—We only have the 
one rate, 

Q.—And that is the rate that you 
charged in the general section prior to 
three months ago? A.—-Yes. 

().—When you say tlat you con- 
sented to withd-aw that advantage, 
just what have you in mind, with 
whom were you consenting? A.— 
With the actuaries and other com- 
panies. There was .a discussion be- 
tween the actuaries of a number of the 
companies on what would be consid- 
ered a fair non-participating rate, and 
with the idea of arriving at a uniform 
rate which would be the result of the 
combined experience of the different 
companies. 

Q.—Was that in any way through 
the Managers’ Association? A.—Yes. 

Q.—That was through the Manag- 
ers’ Association? A.—Yes. 

Q.—You are a member of that As- 
sociation? A.—Yes. 

Q.—And it was at a meeting of the 
Managers’ Association that this was 
arranged? A.—Yes, it was referred 
by the Managers’ Association -to a 
Committee of Actuaries. 

Q.—And that reference to the Com- 
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mittee of Actuaries is still outstand- 
ingP A.—Yes. 

Q.—There has not been a _ report 
upon that? A.—wNo. 

Q.—Do I understand that your ad- 
herence to the uniform rate in the 
meantime is only provisional? <A.— 
Yes. 

Q.—Until your own investigation has 

determined what your own experience 
will warrant? A.—Yes. 
_ Q.—Is the idea as you understand 
it—you can only speak, of course, as 
you understand—that the attempt is 
being made to adopt a uniform rate 
which will be somewhat larger than 
the abstainers” rate has been, and 
somewhat smaller than the general 
rate has been? A.—No, my under- 
standing is that it may be lower or it 
may be a little more than our general 
rate, but that it will probably be 
somewhere about our general rate 
now. 

Q.—And that is to be determined 
by what is found to have been the re- 
sult of your experience, is it? A.— 
Yes. 

Q.—What I want to get at is whe- 
ther the abstainer is to be levelled 
up, or whether the general insurer 
is to be levelled down, or whether 
there is to be a compromise as you 
understand it? A.—Well, when we 
make our own investigation 

Q.—No, I mean with regard to the 
Managers’ Association, because there 
is where they are attempting to get 
at; a fair, uniform rate? A.—The 
idea is that the abstainers would come 
up. : 

Q.—That of course is not in ac- 
cordance with the experience of your 
company as you have stated it to me, 
and assuming that your knowledge of 
that is well founded? A.—Yes, that 
experience is only extending over a 
few years. 

Q.—But may I say that the differ- 
ence has been quite marked in favor 
of the abstainer? A.—Yes. 

Q.—Do you know when it is intend- 
ed that the actuaries who are investi- 
gating tha't question are to report 
and the matter will be dealt with? 
A. No} lL don’t. 

Q.—Is it to be within a short time 
or is there a year or two to elapse? 
A.—They might probably have been 
prepared to make their report before 
this date, if they had not been so busy 
preparing for this investigation. 

Q.—Then I understand you to say 
that it is intended to be done prompt- 
lyr. tA oY es: 
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Q.—And who are the actuaries en- 
gaged upon it, is your actuary one of 
them? A.—Yes. 


Q.—Is there any objection to your 
telling me what other actuaries are 
engaged, or perhaps you don’t know? 
A.—I don’t know definitely. 


(Call Loans.) 


Q.—Now, Mr. Junkin, I want to go 
back to a subject that you may think 
is already pretty well worn, but I 
want to present it to you in a some- 
what different aspect. Your company 
has, during the last three or four 
years, been very largely investing, 
to use that expression, in call loans? 
A.—Yes, fairly so. 

Q.—And had the subject matter of 
these investments, the security upon 
which they were made, coincided in 
any respect with your more perman- 
ent investments? A.—Yes, I think 
they have. 

Q.—Let me take an instance or 
two. For instance, Mexican Light 
and Power. In 1903 you seem to have 
purchased bonds to the total of $45,- 
000. Would that be according to 
your recollection, or shall I get the 
bond sheet? A.—$50,000. 

Q.—And in 1904, you sold to the 
extent of $10,000 out of the fifty, is 
that rightP A.—I thought it was 
$2,500. 

Q.—I don’t know that that is im- 
portant. Then about call loans upon 
Mexican Light and Power, could you 
give us an estimate without having 
your memory refreshed as to what call 
loans were out during the time you 
were holding these bonds? A.—I 
could not. 

Q.—I see that on the 15th of June, 
1904, you seem to have made a call 
loan to Mr. Pellatt of $25,100? A.— 
If it is in the records. 

Q.—You do not doubt thatP A.— 
No. My recollection is that we were 
quite prepared to lend on that to any 
broker at that time. 

Q.—Then on the 26th of October, 
1904, a call loan to Mr. McCrea of 
$40,000? A.—Yes. 

Q.—In the same month a call loan 
to the Prudential Securities Company 
of $45,625? A.—Yes. 

Q.—In November of the same year 
Brouse, Mitchell & Co., two call loans 
of $16,000 and $18,000 respectively P 
A.—Yes. 

Q.—In the same month a call loan 
to the Canadian Sccurities Company, 
$37,500, and to Sutton of $3,500? A. 
Yes. 
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Q.—In December, call loans to Mr. 
Waldron, Mr. Alton, Mr. Brown, Mr. 
Morton, aggregating about $18,000? 
A.—Yes, 

Q.—And December, call loans to 
Brouse & Mitchell of sixteen and four 
thousand respectively? A.—yYes. 

Q.—Then Pellatt in January, 1905, 
got $2,000 and $61,000 on call on the. 
security of the same stock? A.—Yes. 
Bonds I should say, instead of stock. 

Q.—The Prudential, another $2,800? 
A.—Yes. 

Q.—The Prudential, another $92,000 
in January, 1905? A.—yYes, all as- 
suming that this memorandum is cor- 
rect. Mr. Franks tells me that $2,800 
was not upon the Mexican, but was » 
upon the Winnipeg Electric. 
_Q.—Then you do not challenge this 
$92,000 to the Prudential Securities 
on the 10th of January? A.—No. 

Q.—$10,000 to the Canadian Secur- 
ities on the 21st of February? A.— 
Yes. 

Q.—And in February another $3,- 
750 to the Canadian Securities? A.— 
Yes, in the meantime there seems to 
have been amounts repaid. 

Q.—I am coming to that. I want 
to get one side of the account first. 

Q.—Then these gentlemen, Alton, 
Brown, Waldron, Sutton, and Morton, 
apparently got call loans again to the 
same amount as the call loans of the 
preceding year, and on the 8th of May, 
1905, the Dominion Securities, a call 
loan of $75,000. That was partly on 
electric Development. Now during 
that period of less than a year, com- 
mencing with June, 1904, and ending 
with May, 1905, you seem to have put 
out in call loans about $450,000 or 
$460,002? A.—I could not speak for 
the amount. 

Q.—That is what they seem to total 
up? A.—That would be less repay- 
ments made in the meanwhile. 

Q.—We will come to the repayments, 
but that is the total amount you seem 
to have put out in call loans upon 
that security, the Mexican Light and 
Power Company security. Is_ that 
right P A.—If this memorandum is 
correct, and you do not take into con- 
sideration the repayments. 

Q.—I am going to take into con- 
sideration the repayments. I just want 
to get the statement, if that seems to 
have been the amount you put out in 
call loans during that period? A.— 
Yes. 

Q.—Between the 15th of June, 1904, 
and the 8th of May, 1905. Who are 
Sutton, Waldron, Alton, Brown and 
Morton? A.—Mr. Waldron is general 
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agent for the company in Hamilton. 
Mr. Alton I don’t know. Mr. Brown I 
don’t know, or Mr. Morton. Mr. Sut- 
ton is chief of our Claims Department. 

Q.—Then he belongs to the company 
too? A.—Yes. 

Q.—Do you identify Mr. McCrea 
with anybody else? A.—Yes, he is a 
partner of Sir Henry Pellatt. 

Q.—Then we can put Pellatt and 
McCrea together. Pellatt $23,100; 
Mc Crea $40,000; Pellatt $63,875. You 
do not identify your own agents with 
Mr. Pellatt in any way, or do you? 
A.—No, in no way. 

Q.—Mr. Pellatt then went to the 
Manufacturers and borrowed on call 
$126,975 upon the security of Mexi- 
can Light and Power? A.—Yes, he 
had that amount of loans at some par- 
ticular time of the year, or in that 
period. 

Q.—He got the first in June, $23,- 
000; he got $40,000 in October, and 
he got the balance in January? A.— 
Yes. 

Q.—Then when does he disappear, or 
can you tell? A.—I cannot tell from 
that statement. 

Q.—Has he disappeared altogether, 
or is he still owing you on call in re- 
spect of Mexican Light and Power? 
A.—Not a dollar, or on any other se- 
curity. 

Q.—Then the Prudential Securities, 
let us see what they got altogether, 
$21,882; $45,625; $92,276? A.—The 
ledger would really show the matter 
more clearly. It would show the am- 
ount they had at any une time. 

Q.—This will satisfy me for the pre- 
sent. $160,000 seems to have been 
lent to the Prudential Securities Com- 
pany, the composition of which we all 
know? A.—Yes. 

Q.—Now the Canadian Securities 
Company, let us take those; $387,500; 
$10,000; $38,750; $51,000 to the Can- 
adian Securities Company? A.—Mr. 
Franks tells me there never was more 
than $37,500 at any one time to the 
Canadian Securities on that security. 

Q.—That may be so. You are right, 
because the $10,000 followed after the 
$37,500 had been partially paid off. 
And 126 or $127,006 to Mr. Pellatt. 
We have got the particulars here and 
I am going to give the other side of 
the account. Mr. Pellatt in January 
repaid $5,400. That is the only pay- 
ment I have got by Mr. Pellatt until 
October, 1905, so if you like you can 
say $120,000 instead of $126,000. 
Then let me take another class of bond 
investments. Imperial Rolling Stock 
Company. Your investment in that 
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fluctuated; in 1903 you got about 
oy of that, $97,000 odd? A.— 
es. 

Q.—In 1904 there were movements, 
you bought and sold. In 1905 you 
bought and sold, and in 1906 you 
bought and sold, buying altogether 
$204,000, and selling altogether $122,- 
000. Is that about right? A.—That 
is about right. 

Q.—That was what we may by com- 
parison dignify with the name of per- 
manent investments. Now let us see 
what you were doing in call loans. 
How much did you lend to MacKenzie 
and Mann in 1904? A.—TI don’t know. 

Q.—Apparently, according to the 
statement that has been furnished us, 
$137,000 odd? A.—That is the matter 


. we dealt with the other day. Yes, 


that would be right. 

Q.—Secured to the extent of $82,- 
500 by Imperial Rolling Stock stock ? 
A.—yYes, these call loans are all made 
on the bonds, but the MacKenzie & 
Mann transaction we had up the other 
day was on stock. 

Q.—Do you remember how you dealt 
with your investment? If you haven’t 
it clearly in your recollection I will 
not trouble about it. A.—The Im- 
perial Rolling stock. 

Q.—Yes? A.—Yes, I remember dis- 
tinctly our reason tor selling those. 
We bought them with the idea of hold- 
ing them until maturity, and when 
we sold it was with the expectation 
that we would be able to get some of 
the next issue at a lower price. . 

Q.—Then you seem to have made a 
call loan to the Canadian Securities 
Company, or two call loans to be ac- 
curate, one of $93,000, and the other 
$35,000 upon Imperial Rolling Stock 
Bonds? A.—Yes, we considered them 
a very guilt-edged security. 

Q.—Now let us take Electrical De- 
velopment Company. You had as an 
investment what we heard of yester- 
day, certain bonds, and you bought 
certain bonds afterwards. Your total 
purchases were $136,000 in Electrical 
Development, is that right? A.— 
Somewhere in that neighborhood. 

Q.—<And most of that you still hold? 
Ayes, all of: 16. 

Q.—All of: it except $4,000? Ap- 
parently you have sold out $4,000? A. 
—I was not aware of that. I might 
explain that $4,000, that was not a 
sale, that was a return from the bonus 
stock. 

Q.—That was a realization. Very 
well, then you hold all you ever did 
hold? A.—Yes, and that $4,000 re- 
duced the price that amount. 
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Q.—Then I see you lent Pellatt in 
December, 1904, $80,000 on call on 
that security? A.—Yes. 

Q.—In April, 1905, another $77,- 
DOO Ge ee. 

(.—In the meantime he had repaid 
part of the $80,000, some $68,000? A. 
—Yes, that was a very large part of 
it. 

Q.—He borrowed on the 5th of De- 
cember, he repaid in the same month 
what he did repay of the $80,000. 
Then in April you lent him another 
$77,000 on call upon the same secur- 
ity, and in May he paid back $50,000 
of that? A.—Yes. 

Q.—Then in September and Novem- 
ber you lent $146,000 to Mr. McCrea, 
who is Pellatt. That seems to be 
right ~All ¥ 6a: 

Q.—Then you lent in May of 1905, 
$75,000 on this security and another 
security to the Dominion Securities 
Company? A.—Yes. 

@.—And there are some other small 
call loans which I will not take up 
time with. From January of 1905 
down to November of 1905, you grad- 
ually called in these loans? A.—Yes. 

Q.—Then let us take one other 
security; Winnipeg Street Railway. 
Did you invest in Winnipeg Street 
Railway? A.—Yes, we have 1,600 
shares. 

Q.—And the par value? A.—$100. 

@.—You still hold those? A.—Yes. 
They show us a profit of about $60,- 
000 or $70,000. 

Q.—Now Mr. Mann borrowed first 
from you $28,000 on call, and after- 
wards $20,000. The $28,000 remained 
on call for something over four years? 
A.—Yes. During that time the secur- 
ity was two or three times the amount 
of the loan. 

Q.—And the other $20,000 for two 
years; December 30th, 1905. That is 
right isn’t it? A.—Yes. 

Q.—Then the Prudential borrowed 
$37,950 from you on call? A.—Yes. 

Q.—On that same quantity? A.— 
Yes. 

Q.—In 1904, and I am told that at 
the time $37,950 was borrowed by the 
Prudential the market value was only 
$38,000. Are you able to speak of 
them? A.—I think that is about cor- 
rect. 

Q.—Then the Prudential borrowed 
another $20,618, which is said to have 
been the full market value, in Novem- 
ber of the same year? A.—I cannot 
speak about the market value at that 
time. 

Q.—At all events they did borrow 
that amount? A.—Yes. 
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Q.—Pellatt & Pellatt another $30,- 
000 in November, December and Janu- 
aryr *A-—Yes: 

Q.—And in May of 1905 you realized 
on what the Prudential) Securities 
Company had, you called in the Pru- 
dential Securities loan? A.—Yes. 


MR. McLAUGHLIN: That was the 
time the Prudential Securities was 
wound up. 


MR. SHEPLEY: Mr. Mann you 
called in in December, 1905, and Mr. 
Pellatt repaid in February, 1905. 
That seems to be the history of that? 
A.—Yes. 

Q.—Then you were telling my 
learned friend Mr. Tilley yesterday 
about the Chicago and Milwaukee 
investment. You held altogether of 
Chicago and Milwaukee how much? 
A.—How much we held as an invest- 
ment? 

Q.—Yes. A.—I think it was $200,- 
000 of bonds. 147 Mr. US says 
the books show. 

Q.—$148,050 was what you seem to 
have paid out, and you got in 
$2,910. $145,140. Now there seems 
to have been a pretty heavy business 
in call loans in that. You recollect 
that there was of course? A.—Yes. 

Q.—And you have a good deal out 
on call on that now? A.—Yes. 

Q.—Now let us see if we have got 
that correctly. You lent in October 
and November, 1904 on call to Osborne 
& Francis $50,000, is that right? A. 
See Oe 

Q.—That was repaid partly in 
December, and partly in January of 
1905? A.—Yes. 

Q.—Then in August, September 
and October, you made call loans to 
the same firm to the tune of $240,- 
000? -A=—Yes. 

Q.—And during that year that was 
all paid back to you? A.—Yes. 

MR. McLAUGHLIN: It would be 
well to state how much was loaned to 
him at one time. Instead of aggre- 
eating all the loans. A.—Mr. Franks 
says $153,500 was the most they had 
at any one time. 

MR. SHEPLEY: What I was get- 
ting at was this, their transactions in 
the way of call loans and repayments 
during that period, from August to 
October, 1905 amounted to $240,000, 
debit and credit? A.—Yes. 

Q.—Then in December, 1905, you 
loaned them another $50,000? A.— 
Yes, the $240,000 having been repaid. 

Q.—I said so. That transaction ran 
from August to October. A.—Will 
you allow me to correct my statement, 
IT said the $240,000 was repaid. I 
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should have said all the loans were 
repaid. They never had $240,000 at 
any one time, so that they could not 
repay it. I do not want to give the 
press a false impression that they had 
$240,000 from us at any one time. 

Q.—$153,500 was the largest they 
had at any time. A.—And there were 
other securities I understand mixed in 
for that amount. 

Q.—Now in December you lent them 
$50,000P A.—Yes. Mr. Franks says 
that $50,000 was repaid in a few days. 

Q.—When was it repaid? A.—$25,- 
000 repaid on the 11th, and $25,000 
on the 12th of December. 

Q.—Then.in January you lent them 
another $5,000? A.—Yes. 

Q.—In February $31,500, $14,400 
and $27,700? A.—Yes. 

Q.—And in March, $11,700? A.— 
Yes. 

Q.—In the meantime they had paid 
back the $20,700? A.—Yes. 

Q.—And the balance is still out, 
$231,400, for which there are other 
securities? A.—Yes. 

MR. SHEPLEY: Then I -want to 
say this, your honors; I want to have 
Mr. Junkin subject to recall, but at 
present I propose to leave him, and 
go into another branch of the inquiry, 
of course connected with the Manufac- 
turers’ Life. 

MR. HELLMUTH: I would like to 
be allowed to ask Mr. Junkin some 
questions. 

MR. SHEPLEY: My learned friend 
has been good enough to indicate to me 
the subject matter, and I can offer no 
objection at all. My learned friend 1s 
also good enough to say that so far as 
the examination has been developed it 
is still in my hands. 

MR. HELLMUTH: Oh certainly. 

MR. SHEPLEY: I see no reason 
at all for objecting. 

MR. HELLMUTH: Some other line 
may come up which I will speak about 
of course. , 

*Q.—Mr. Junkin, you were associa- 
ted with those managers of the Life 
companies in Toronto wha.went to Ot- 
tawa in reference to the legislation of 
1899? A.—Yes. Through the Mana- 
gers’ Association. 

Q.—You yourself taking a more or 
less active part? A.—Yes. 

Q.—Was it more or was it less ac- 
tive? A.—Well I might say less. I 
didn’t take a very active part. 

Q.—Were you in accord with the 
views of the Toronto Managers as to 
the desirability of that legisation? 
A.—Which part of it sir? 

Q.—Any part of it, or as a whole 
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first? A.—I was quite in accord with 
the part that extended our powers in 
the matter of investment. 

Q.—You were in accord with that 
part of it which gave greater powers 
to the insurance company to invest in 
a wider range of securities? A.—Yes. 

Q.—And what was you attitude in 
regard to that part of it which altered 
the rate of reserve? A.—At the begin- 
ning I was not in favor of any change 
in that respect. I afterwards changed 
my views, because I thought it would 
compel all companies to be more con- 
servative in the matter of expenses, 
the fact that they had to comply with 
the same stringent requirements in 
the matter of putting by reserves. 

Q.—So that whatever your first at- 
titude was, you were eventually con- 
verted or perverted to the view that 
you would favor the view favored by 
the other Torontonians of a lowering 
of the rate of interest? A.—Yes. 

Q.—And I suppose you had inter- 
views with people in Ottawa about it? 
A.—Yes, I went to Ottawa once while 
the Bill was before the Committee. 

Q.—Who did you see? A.—TI didn’t 
interview anyone there, except the 
gentlemen who went down with me; 
I was not one of the speakers. 

Q.—Were you on any deputations 
that interviewed anybody? A.—Yes. 

Q.—Who did the deputations see? 
A.—The Minister of Finance and the 
superintendent of Insurance. 

Q.—Is that the present Minister of 
Finance, Mr. Fielding? A.—Yes. 

Q.—The deputation saw Mr. Field- 
ing and Mr. Fitzgerald? A.—yYes. 

Q.—And were there divergent views 
expressed at the interview, the first 
meeting with these gentlemen, the 
Minister of Finance and Mr. Fitz- 
gerald ? A.—Divergent views. ex- 
pressed by? 

Q.—By those representing the vari- 
ous insurance companies? A.—I think 
not. The only part of the discussion 
I remember in that interview was in 
connection with the investment fea- 
tures. We were all in accord there. 

Q.—Had you nothing in that inter- 
view about the change in the rate of 
interest for insurance reserves? A.— 
I cannot remember that being discussed 
in that interview. 

Q.—Was that not discussed at any 
time to your recollection before the 
Finance Minister or Mr. Fitzgerald, 
or either of them? A.—I was only on 
one delegation; I think there were 
other delegations that went there. 

Q.—So that you cannot throw light 
on that? -A.—No. 
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Q.—You heard no discussion? A.— 
No, except before the Committee of 
the House. 

Q.—Then it did come up before the 
Committee of the House. A,—Oh, 
yes. 
Q.—And before the Committee of the 
House there were divergent views ex- 
pressed? A.—Yes. 

Q.—Do you remember the attitude 
of Mr. Macaulay of the Sun Life? 
A.—Yes, very distinctly. 

Q.—He was very hostile to any 
change in the rate of interest imposed 
by the Government? A.—Yes. 

Q.—To the lowering of the rate of 
interest? A.—Yes. 

Q.—Were you present during his 
speech or discussion of the subject be- 
fore the Committee? A.—I was, yes. 

Q.—And did you take any part in 
that discussion? A.—The prinicpal 
speaker representing the views of most 
of the Ontario insurance companies 
was the late Mr. McCabe. 

Q.—Was there any discussion out- 
side of those representing the insur- 
ance companies before the Committee 
on this. question P A.—I cannot re- 
member of any. 

Q.—Do you remember whether any 
of the members of the Committee took 
part in the discussion. A.—Oh yes, a 
number of them did. I remember a 
Kingston gentleman, I cannot just 
think of his name now, but he is one 
of the Directors of the Ontario Mutual, 
I remember more from his personal 
appearance than anything else, his 
discussing it at some length. 

Q.—He was a member of the Com- 
mittee? A.—yYes. 

Q.—What date are we now discus- 
sing? A.—TI could not say. 

Q.—It is a date at all events prior 
to the Act coming into force of course? 
A.—Yes. 

Q.—In the discussion during that 
Session? A.—yYes. 

Q.—When this proposed Act was 
being dealt withP A.—Yes. 

Q.—Now this Kingston gentleman, 
do you mean that he was one of the 
Managers or representatives of the 
Life Companies, or was he a member 
of the Committee, a member of the 
House? A.—He was a member of the 
Committee, but he really spoke both 
ways, both as representing—he was 
on the Board of the Ontario Mutual. 

Q.—Do you remember his views, was 
he in favor of the change so far as the 
lowering of the rate of interest? A.— 
I think he was, but I would not be 
positive about that. 

Q.—Do you remember Colonel Tis- 
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dale’s attitude in that Committee? 
A.—No, I do not. 


Q.—Do you remember that he said 
he represented the policyholders, and 
making very strenuous objections? 
A.—I don’t remember that. 

Q.—You don’t remember some mem- 
ber of the Committee doing that and 
pointing out what an effect it would 
have upon them? A.—Yes, I do. 


Q.—That the result must be that 
they could not get profits for some 
time. You remember that? A.-—Yes, 
that was the argument used. 

Q.—That argument however did 
not prevail? A.—No. ; 

Q.—And was that the only meeting 
at which you were present? A.-— 
Just the two, that is the interview 
that I spoke of before with the Fin- 
ance Minister, and Superintendent cf 
Insurance, and then this delegation 
to the Committee of the House. 

Q.—Then I suppose Mr. Junkin, 
after that legislation you began to get 
your house in order for the changed 
reserve; I suppose you begin to lower 
your interest rate in calculating your 
reserve? A.—Increasing the reserve, 
I cannot just say what the records are 
in that regard. 

Q.—I am not going into details at 
all. Don’t you know what policy 
your. company adopted in regard to 
that matter? A.—I do in a’ general 
way 

Q.—You made no change whatever 
on the business written before 1900? 
A.—I think we changed some of it. 
The blue books will tell. 

Q.—The blue book for the year end- 
ing 1904, up to that date, shows that 
the reserve on the Manufacturers is 
based on the actuaries H.M. mortality 
table with interest at 43 per cent for 
policies and bonus additions issued 
prior to January lst, 1900. You had 
not therefore at the time that this was 
issued, made any alteration or pro- 
vision for a lower rate on the policies 
issued prior to January Ist, 1900? 
A.—No. 

Q.—Have you done so since? A,— 
If you will allow me to look at the 
last— : 

Q.—But don’t you know, without 
looking it up, a question of that kind, 
don’t you know what the policy of the 
company is? A.—I know that we 
have not made any very material 
changes. 

Q.—Have you made any changes 
whatever in regard to the calculation 
of the rate of interest on policies is- 
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sued prior to January Ist, 1900? A. 
—If you will just allow me to refresh 
my memory with the actuary, who is 
present, to have a moment’s conver- 
sation with him, I will answer*your 
question definitely. 


MR. McLAUGHLIN: The actuary 
will give you all that information. 


MR. HELMUTH: I just want to 
know from the Manager if there has 
been. A.—If there has been it will 
be a very small amount. 

Q.—You have up to 1910 to make 
that alteration? A.—Yes, we have 
up to 1910 to reduce it to 4 per cent, 
and then we have still longer. 

Q.—And then until 1915 to reduce 
Ge tO! 3s 2 ALES: Our general 
policy in the meantime is to allow the 
surplus to gradually increase, so that 
at the end of the time we will be 
able to take it from the surplus, at the 
end of 1910. 

Q.—Then that surplus will be of no 
benefit for division among the policy- 
holders? A.—Oh, we expect to have 
a good deal left for that too. 

Q.—But you are going to make your 
change I tnderstand it in 1910 out 
of the surplus? A.—The first step 
towards it; yes, that is the only place 
it can come from. 

Q.—What you could do is another 
matter. I want to know what you 
are doing. 

MR McLAUGHLIN: We are com- 
plying with the law. 

MR. HELLMUTH: Complying with 
the law in that respect. Then the 
new business is of course on the 34 
per cent basis? A.—Yes. 

Q.—And the old business, to put it 
shortly, is to be put on the 4 per cent 
basis out of the surplus? A.—Yes. 

().—So that it depends of course on 
what the surplus is how soon it can 
be pute »A.—Yes. 

Q.—Is that right? A.—yYes, that is 
right, to a certain extent. We could 
do it now, we have surplus enough 
to do it now, and still have a fair sur- 
slus left. 

Q.—This document, on its face call- 
ed the 19th annual report of the 
Manufacturers, purports to show the 
business for the year 1905? A.—Yes. 

Q.—In that pamphlet, of which I 
will put in a copy, the securities held 
by the Manufacturers are set out in 
cetail are they not? A.—Yes. 

Q.—Now on page 15, the total par 
value, ledger value, and market value 
of these securities are set out? A.— 
Yes, that is the stocks and bonds. 
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Q.—The grand total par value being 
$3,921,000, I will leave out the odd 
dollars? A.—yYes. 


Q.—The ledger value $4,079,000, 
and the market value $4,177,000? 
A.—Yes. 

(.—The ledger value of course means 
the cost of those securities to you? 
A.—Yes. 

Q.—And it is quite evident from 
the par value being so much below 
that they were purchased at a then 
market value above par, when you 
got them? A.—9On the average 
slightly over par. 

Q.—Then you put in the market 
value in another column, that is the 
market value of what date? A.—The 
3lst of December. 

Q.—How do you get that market 
value, are they quoted on the various 
exchanges? A.—Almost. all. The 
municipals of course are not quoted, 
municipal bonds, but we generally 
have so many different offerings com- 
ing in all the time from different brok- 
ers, all of which we keep on file, that 
we arrive at it in that way. 

Q.—Now those stocks and bonds in 
this pamphlet were all at that date in 
the possession of the company? A.— 
Absolutely. 

Q.—Had not been disposed of? A. 
—No. 

».—And in some instances the 
blocks of stock and bonds held by the 
company of particular securities were 
pretty large, considerable blocks? 
A.—Well, the general principle we 
follow now is not to put more than 5 
per cent. of the assets into any one. 

Q.—5 per cent of the assets of what? 
A.—Of the company’s assets. 

Q.—But 5 per cent of the com- 
pany’s assets might buy a very con- 
siderable block of stock? A.—Yes. 

Q.—You would take in your state- 
ment which value, in your statement 
of assets? A.—The market value. We 
enter all three. ; 

Q.—But when you are making up a 
statement of assets and fiabilities, 
which of these values do you calcul- 
ate for your assets? A.—For the 
annual meeting? 

Q.—For the statement that is sent 
out? A.—The statement to the Gov- 
ernment gives all three. 

Q.—For the statement io your share- 
holders, or policy-holders? A —Well, 
this is a statement to our sharehold- 
ers and. policyholders. 

Q.—I see you take the market value. 

JUDGE MacTAVISH: Supposing 
you were calculating on 5 per cent, 
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and going to invest the full amount in 
sequrities. A.—That would be the 
cost. 

Q.—In that case it would be the 
ledger value? A.—For instance sup- 
posing we were buying $100,000 bonds 
at a premium of 10 per cent., paying 
110 for them, I would consider that if 
the total amount of that business 
came to 5 per cent. of our assets, that 
we certainly should not go above that 
figure. As a matter of fact I, don’t 
think we have ever gone as high as 
that. 

MR. McLAUGHLIN: The Insur- 
ance Department requires the three 
columns, and the excess or deficiency 
to be added to or deducted from the 
total. 

JUDGE MacTAVISH: What do you 
eonsider the assets of the company? 
A.—The market value. 

MR. McLAUGHLIN: Your’ honor 
will see the way the statement is 
made up. There are the three columns 
made up so as to show the cost, the 
par°- value, and the market value. 
These are footed up; if the market 
value is less than the cost value, the 
amount that it is less must be de- 
ducted from fhe cost value and the 
balance brought down as assets. If 
the market value exceeds the cost value 
the amount which it exceeds is added 
to the cost value, and the sum is 
brought down as the assets, so that it 
is really the market value on the 3ist 
of December every year that the Insur- 
ance Department requires the com- 
pany to make the statement up in 
accordance with. 

JUDGE MacTAVISH: Well, you 
will excuse me, Mr. Hellmuth, for 
interrupting you. 

MR. HELLMUTH: Certainly, your 
honor. 

Q.—In this balance sheet where 
your liabilities and assets appear, you 
take in these municipal debentures, 
bonds and stock? A.—At the market 
value. 

Q.—Now let me understand that. 
If in the year preceding you had pur- 
chased these various bonds and stock 
for some $4,079,000, and at the end 
of that year their market value had 
increased so that they were worth just 
about $100,000 more, as they appear 
here, $4,179,000, you would take 
credit in your statement for practi- 
cally having made $100,000? A.—Yes, 
showing the full facts. 

Q.—That is what you would show in 
vour statement. Now if they went 
down $100,000 you would show your 
loss at $100,000 that year? <A.—Yes. 
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Q.—So that assets which are bring- ‘ 
ing in exactly the same rate of inter- 
est year by year may one year appear 
in your statement as worth $4,000,000 
and the next year might appear as. 
worth four and a half million, 
although there would not be any 
change or a copper of benefit to the 
company or anybody else by way of 
dividend or interest, that is so is it. 
not? A.—Yes. 

Q.—So that the assets as shown to 
the shareholders and the policyholders 
in the statements put out vary accord-. 
ing to the speculations on the stock 
exchange or financial depressions or 
inflations? A.—Well, we give them 
all the particulars. 


Q.—No, you tell nothing in this 
particular statement of assets and 
liabilities, except the individual liabil- 
ities. 

MR. McLAUGHLIN: That is not 
the case; there is an abstract and 
then a detail. 


MR. HELUMUTH: I have got this 
before me. You give a certified state- 
ment by your auditors or by auditors 
or the balance sheet of the company 
showing the lhabilities and assets, that 
perfectly plain? A.—Yes, that is the 
general practice. 


Q.—I am not quarrelling with the 
general practice, I want to get the 
facts. You say that amongst the assets 
of the company are municipal deben- 
tures, bonds and _ stocks $4,177,000, 
leaving out the odd dollars. Now as a 
matter of fact they did not cost you 
that, they cost you $4,079,000 and 
you put $4,177,000 as their value 
because on a given day on the stock 
exchange, if you could have sold them 
you could have got that for them, 
isn’t that about it? A.—Yes, that is 
right. 

Q.—But the next morning you 
might not have been able to get more 
than $4,077,000? A.—That would be- 
possible; hardly probable. 

Q.—Your assets in that way would 
vary from day to day if you had to 
give statements of your assets, accord- 
ing to the fluctuations of the stock 
exchanges? A.—Yes, and the bond 
market. 

MR. McLAUGHLIN: But we have 
only 8 per cent. of our total assets in 
stocks that fluctuate in that way. 

MR. HELLMUTH: I am not saying 
what you have. I am merely getting 
the facts. Then, Mr. Junkin, iw fol- 
lows that the surplus would rise and 
fall with the stock exchange barometer, 
$100,000 might come off it one day or- 
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go on to it the next? A.—It is pos- 
sible, yes. : 

Q.—Now I see a report signed here 
by yourself and the President, in which 
you say on page 5 the net results as 
far as policyholders are concerned are 
that out of a total net income of 
$1,945,840.31 the sum of $468,687.21 
has been paid them in cash; $946,828 
has been laid by according to Govern- 
ment requirements to provide for 
policyholders future claims and $185,- 
043.52 has been added to the surplus 
from which profits on policies are pay- 
able, a total of over a million and a 
half either paid to or saved for policy- 
holders. You recognize that state- 
ment? <A.—Yes. 


Q.—About $100,000 cf that surplus 
is in the added value of the securities ? 
rsh sais the. year? No. not at 
all. 

Q.—Not during the year? A.—No, 
no part of it. 

MR. SHEPLEY: My learned 
friend Mr. Hellmuth has cnly s1rived 
in town this morning from _ being 
absent, and suggests that if we 
adjourn a little earlier he will be 
ready at two. I am quite willing that 
that should be done. 

At 12.45 adiourned to 2 o’clvcelk. 


AFTERNOON SESSION. 


Resumed at 2 p.m. May 2nd, 1906. 

MR. SHEPLEY: Before my learned 
friend goes on I wish to make a state- 
ment to the Board :upon this subject 
which is giving us some embarrass- 
ment. Your Honors will remember 
that we framed certain questions 
which were sent to the various insur- 
ance companies with a view to faci- 
litating the inquiry. Some of the ques- 
tions have been in respect of their 
answers not only very prompt, but 
very full. and very satisfactory, some 
of the principal companies, some of 
the companies whose business is the 
largest have been, as I say, eminently 
satisfactory in the method in which 
they have met the request that we 
made. Others have not been so, and 
I wish to make it public that we must 
‘sy far as we can properly do so insist 
in conducting the enquiry upon more 
prompt and satisfactory treatment by 
the companies of the questions which 
have been asked. It is very embar- 
rassing and hampering in preparation 
for the daily sittings of the Commission 
that we should not have at hand so 
much of the material to be prepared 


Manufacturers’ Life (Junkin Ex’d) 


as is ready, and I make that statement 
in the hope that it will stimulate the 
companies to a little more vigorous 
effort. 

JUDGE MACTAVISH: Have you 
any explanation of the delays from 
the companies who are delaying the 
returns. 

MR. SHEPLEY: They say it is a 
tedious matter. I do not know that 
there has been anything in the nature 
of an explanation; there has been ex- 
cuse but not explanation. I ought to 
say that does not apply to the Manu- 
facturers’, whose answers were early 
and full. 


JUDGE MACTAVISH: The com- 
panies are, I think, well aware of the 
fact that it would very much facili- 
tate the work of the Commission if 
the information asked for were fur- 
nished as promptly as possible. The 
information asked for is within the 
knowledge of the companies, and we 
think should be supplied with as little 
delay as possible. 

Examination of Mr. Junkin con- 
tinued by 

MR. HELLMUTH: Q.—I do not 
know whether I correctly understood 
you to say that practically no part 
of the writing up of those bonds and 
stocks from the ledger to the market 
value, aggregating in all about $100,- 
000, was included in the shown sur- 
plus? A.—No, no, I did not say that. 

Q.—In the surplus that is shown in 
the balance sheet in this pamphlet 
which will be filed as Exhibit 68, how 
much of that surplus is covered by the 
writing up in the year 1905 from the 
ledger value to the market value, 
roughly? A.—I could not tell; you 
are referring now to the total sur- 
plus. 

Q.—You say total surplus including 
the paid-up capital of 906,000 odd dol- 
lars, that I suppose could be ascer- 
tained by seeing how much in the pre- 
vious year you had written up, the 
market value above the ledger value? 
A.—Yes. 

Q.—And if you look at the Govern- 
ment return for the year 1904 you 
would see that the total up to that 
time that you have written up, the 
market value was $33,464.10? A.— 
Yes. 

Q.—Now, in the balance sheet for 
the year 1905 they are written up 
$97,848.03 above the ledger value? A. 
Yes. 

Q.—So that that would mean they 
were written up in this year $64,383.- 
93P A.—Yes, but the part we were 
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discussing this morning was a clause 
in that report. : 

Q.—Oh no, I was discussing this 
very asset as written in your state- 
ment of assets and liabilities? A.—If 
you will excuse me I think the dis- 
cussion began with the clause you 
read from the report showing how 
much we had added to the reserve 
during the year, how much we had 
added to the surplus during the year, 
and you asked me first if that addi- 
tion to the surplus included this $100,- 
000; however it does not mattér. 

Q.—I will take that just as you say, 
and you said you had to provide for 
the policyholders’ future claims and 
$135,043.52 has been added to the sur- 
plus? A.—Yes, that is speaking of 
the way the income was disposed of. 

Q.—In the evidence when you were 
examined I think by my learned friend 
Mr. Tilley, in discussing the formation 
of the Prudential company you in 
effect stated that the company had 
been formed by the directors of the 
Manufacturers’ with some others in 
order to take over certain unauthor- 
ized securities, is not that rightP A. 
—At the request of the Superinten- 
dent of Insurance. 

Q.—That was as you say at the re- 
quest of the Superintendent of In- 
surance? A.—Yes. 

Q.—And that was undoubtedly the 
object for which it was formed? A.— 
Decidedly. 

Q.—The directors being personally 
liable, or assuming that they were 
personally liable for any loss that 
might arise by reason of these un- 
authorized securities? A.—Yes. 

Q.—And the supposition was that 
they would take those unauthorized 
securities off your hands and pay you 
what they had cost you? A.—Yes. 

Q.—Neither more nor less, is that 
right? A.—Yes. 

Q.—And you handed those unau- 
thorized securities over to the Pru- 
dential? A.—Yes. 

Q.—Will you tell me why you gave 
them anything more? A.—Why we 
gave them the Hlectrical Development 
and the bonus stocks in exchange for 
some of their stocks. 

Q.—Oh no, why did you give the 
Prudential for taking over these un- 
authorized securities which the direc- 
tors were personally liable for any loss 
upon, why did you give them any 
bonus stocks not connected in any way 
with those particular securitiesP A.— 
it was a pretty heavy loss for the di- 
rectors to assume at the time. 

Q.—Quite so, that is to say— A.— 
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That securities that although techni- 
cally did not come within our power 
did come within the power of other 
companies, our competitors, and we 
submitted the whole matter to the 
Superintendent of Insurance just ex- 
actly what we were doing, what our 
intention was with regard to these 
other stocks in exchanging them for 
$10,000 of the Prudential stock, and 
we thought on the whole the settle- 
ment for the Manufacturers’ Life was 
a very fair one, in fact he expressed 
that opinion in Ottawa before the 
Commission, if I remember right after- 
wards. 

Q.—You, the Manufacturers, said 
in effect to the directors we had made 
unauthorized securities, although you 
must make any loss on these secugjties 
which have now dropped in market 
value we will help you out of our assets 
to make up a portion of that loss, that 
is the effect of it? A.—wNo. 

Q.—Although these stocks had no 
market value at the time could not 
place any value on it, and could not 
be sure it would ever have any great 
value, still there was a chance that it 
would become valuable; on the other 
hand there was a chance that the Pru- 
dential stock would become valuable, 
and we considered the exchange a very 
fair one. 

Q.—The Manufacturers had no rea- 
son to take any stock in the Pruden- 
tial, had it not been for the fact that 
there had been these unauthorized 
securities, the Prudential would not 
have been got up except for that rea- 
son? A.—No. 

Q.—So that the only object of get- 
ting up the Prudential was to enable 
the directors collectively instead of in- 
dividually, by means of a company or 
corporation to saddle a loss for which 
they were individually liable and 
liquidate it in as advantageous a way 
possible, I mean not forced at the 
moment? A.—Some of the directors 
contested that point, they did not be- 
lieve they were individually liable. 

Q.—But they acted upon the as- 
sumption at all events that they were 
liable? A.—Yes. 

Q.—And then whether of greater or 
less value you gave them something 
more than these securities which they 
were taking over—you gave them 
some of the other assets that belonged 
to the Manufacturers? A.—We did 
not give them away, we exchanged 
them for $10,000 stock in the Pruden- 
tial. 

Q.—Which you were not bound to 


‘take at allP A.—Yes. 
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_ Q.—You simply handed those secur- 
ities over to the directors and said, 
‘“Give us a cheque or the cash for the 
amount we paid for them, because we 
were not authorized to take them’’— 
that was the position upon which they 
acted? A.—Yes, except some of them 
maintained and _ still maintain that 
they were not legally responsible for 
that, but to make a peaceable settle- 
ment they agreed to do it without 
trouble on these conditions. 

Q.—Do you know about what amount 
of realization there was eventually 
from these additional securities? A. 
—No, I do not. 


Q.—But you do know they were sell- 


ing about 60 per cent.? A.—yYes. 

Q.—And how much, round figures, 
did you hand over of these bonus 
stocks? A.—Par value $80,000. 

Q.—So that $48,000 or $50,000 would 
be realized from them if they were 
sold at 60 per cent.? A.—yYes. 

Q.—And the directors who had gone 
into the Prudential would be benefited 
to that extent in regard to the loss 
they might have to sustain upon the 
securities ? A.—They were if they 
sold at that price ultimately. 

« MR. McLAUGHLIN: That matter 
must be taken at the time it was fin- 
ished? A.—At the time I would say 
$10 a share was quite a high valua- 
tion for that stock; that is really what 
applies, the value at the time. 

Q.—That is a matter of argument 
purely afterwards; at all events what- 
ever those stocks were worth they were 
handed over in that way you have 
spoken of? A.—Yes. 

Q.—And you did not actually treat 
the directors as a matter of fact as 
responsible for every dollar of the 
unauthorized securities? A.—We con- 
sidered there was a very great doubt 
about their legal liability in the matter 
if it had come into the Courts and be 
contested, and the Manufacturers’ 
Life might have lost the whole sum if 
they had not paid a peaceable settle- 
ment with the directors. 

Q.—The directors did not assume 
the entire loss as you say without get- 
ting something to help them to make 
upP A.—No, I did not say that. 

Q.—Did the directors assume the 
entire loss? A.—yYes. 

Q.—Without getting anything more 
than the securities? A.—Without get- 
ting anything more than the securi- 
ties, we exchanged the securities for 
$10,000 of Prudential stock. 

Q.—You have told me you were not 
bound to take that stock? A.—No, we 
were not bound. 


Manufacturers’ Life (Junkin Ex’d) 


Q.—What did you get back for your 
$10,000 worth of stock? A.—We got 
5 per cent. dividends on it, and at 
the end of the time when the company 
was wound up we got over $11,000 in 
cash for stock which at the time it was 
transferred was probably worth $8,000 
as an outside figure. 

Q.—So that you got $11,000? A.— 
Yes. 

Q.—And you do not know whether 
the directors got $48,000 or $50,000 
for the stock which you transferred 
to them in exchange for that stock? 
A.—No, I do not, it might have been 
$30,000, it might have been any sum 
as far as I know now. 

Q.—You do not know? A.—No. 

Q.—Have you got the books of the 
Prudential here which would show? 

MR. SHEPLEY: We are going to 
take that up. 

MR. HELLMUTH: Very well; will 
you tell me whether it was correct 
to say that the Canadian Securities 
Company was also a Company formed 
for the purpose of assisting or aiding 
the Manufacturers’? <A.—Yes. 

Q.—And that was formed before the 
Prudential? A.—Yes. 

Q.—How long before? A.—The 
charter has been put in here as an 
exhibit. 

MR. SHEPLEY: We have only this 
morning been furnished the inform- 
ation in regard to that matter, and 
we are going into it. In these mat- 
ters we are making as diligent pro- 
gress as we can. There are a good 
many branches of the inquiry we are 
proceeding on simultaneously. The 
Canadian Securities information we 
have only been furnished this morn- 
ing, and we are proceeding to digest 
it: 

MR. HELLMUTH: I do not want 
to take up a matter that my learned 
friend is going to take up until my 
learned friend has got through, and 
then I can follow that matter, if it 
is necessary to pursue it further. 

JUDGE MacTAVISH: Yes. 

MR. HELLMUTH: Did I correctly 
gather that when Messrs. Mackenzie 
& Mann bought this large block of 
stock of the Manufacturers’ that they 
borrowed a portion of the money to 
pay for it from the company? A.— 
They borrowed the money at that 
time. 

Q.—From the company? A.—Yes. 

Q.—That is the Manufacturers’ 
own money was loaned upon their own 
stock for the purchase? A.—Upon In- 
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verness Railway bond with the Manu- 
facturers’ stock as collateral security. 
Q.—Inverness Railway bonds being 


also an unauthorized security? A.— 
Yes. 

Q.—Was an arrangement agreed 
upon prior to the purchase? A.— 
The loan? 

Q:-—Yes?» A=—No! 


Q.—Were you surprised when they 
wanted to borrow upon it? A--TI 
could not say I was surprised. 

Q.—Had anything been said as to 
how they would take up and pay for 
this large block of stock? A.—No. 

Q.—That was all in the air until 
the actual time came for payment? 
A.—I understood they would give 
their cheque for it. 

Q.—And when the time came for 
the cheque you found they wanted to 
borrow? A.—They had given their 
cheque for $60,000 oa account of it, 
some months previously. 

Q.—Yes, but the balance? A.—The 
balance remained as a loan in the 
Central Canada. 

Q.—I understood you to say this 
morning to my learned friend, Mr. 
Shepley, that you were personally 
against the system of rebates? A.— 
Yes. 


Q.—You do not approve of itP A. 


—No. 

Q.—Has that been your attitude 
for any considerable length of time? 
A.—Yes, always been my attitude. 

Q.—And have you personally ever 
granted rebates? A.—As Manager of 
the Manufacturers’ Life? 

QO --Yesr eA lidon not: think: 1 
have. 

Q.—Will you think again? A.—I 
cannot remember of any instance. 

Q.—Of course it would be a matter 
you would not possibly forget because 
it would be contrary to your whole 
line of thought and policy, would it 
not? A.—I cannot remember of any 
instance where I have given a rebate. 
The Secretary just informed me dur- 
ing the noon hour that we have not 
given a rebate for about four or five 
years at least, as far as the records 
of the company showed. 

Q.—I am not exactly asking what 
we, the company, have done; I am 
asking whether Mr. Junkin | person- 
ally—of course I may be misinformed 
—has granted any rebates? A.—I 
cannot remember of any. 

Q.—Do you remember Mr. MaclIn- 
tosh? A.—No, I do not remember the 
name. 


Q.—You know the firm of MacIn- 
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tosh P Company, grain merchants? 
A.—No, I do not know the gentleman 
personally at all. I know there is 
such a firm in the city. 

Q.—Will you say you did not per- 
sonally grant Mr. MacIntosh a re- 
bate? A.—I do not think I ever saw 
the man in my life. 

Q.—Will you say cow under oath 
you did not personally grant Mr. Mac- 
Intosh a rebate? A.—I do not see how 
I could grant it personally if I have 
never seen the man. 

Q.—Will you swear you have never 
seen him? A.—No, I won’t swear. I 
have no recollection at all of ever see- 
ing the man. 

Q.—Is that as far as you will go, 
that you have no recollection of ever 
seeing him, you have no recollection of 
granting him a rebate? A.—Yes; you 
cannot expect me to remember every 
transaction of a forty-five million dol- 
lar business. 


Q.—No, but if any one should ask me 
if I had ever stolen a dollar I should 
say so, and if you have never granted 
a rebate I should think you could tell 
whether you have ever granted a re- 
bate? A.—I have told you I am in 
doubt. I cannot remember ever grant- 
ing a rebate. 

Q.—Will that apply to other cases? 
A.—yYes, certainly; it may apply to 
any case; I simply say I do not re- 
member granting rebates since I be- 
came manager of the Manufacturers’ 
Life. 

@.—In the contracts that are made 
with agents, do you approve of payirg 
commissions to agents who merely ob- 
tain promissory notes for the prem- 
iums? A.—Our practice is to pay 
after the note is paid in cash. 

Q.—Do you approve of the prin- 
ciple of paying agents on obtaining 
the notes before the notes are paid? 
A.—Not generally. 

Q.—Do you in particular cases? A. 
— Yes: 

Q.—Does that mean particular in- 
tances of policies secured or parti- 
cular agents? A.—Both, there might 
be a particular policy where I would 
consider the note just as good as cash. 

Q.—And there might be particular 
agents— A.—Who required to be as- 
sisted by the company, who might be 
doing all their business over two or 
three months in a district where it 
would be impossible to get cash, and 
they would have to take notes for 
premiums, and we could not expect 
that man unless he was a capitalist to 
support himself during the time, there- 
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fore we would have to advance part 
of a commission under the note sys- 
tem. ; 

Q.—Would you go as high as pay- 
ing a commission or entering into con- 
tracts to pay commissions of 60 per 
cent. of the premium on the obtaining 
of a note? A.—Yes, in certain cases. 

Q.—And a further 15 per cent. when 
the note was paid? A.—If we had a 
lien on the agents’ renewals we might 
go as high as that; that additional 
15 per cent. would be practically buy- 
ing out his renewals, it would be a 
len on them at any rate. We would 
have the opportunity of indemnify{ng 
ourselves from the renewals in that 


" ease, 


(.—Then if the notes were not paid 
the company would be out some? A. 
—No, not necessarily he would have 
to refund the money out of some other 

Q.—Not necessarily, but quite pos- 
sible, is it not soP A.—It would be 
possible if the company had not a 
proper bond from the agent. 

(.—And it is a fact, is it not, that 
all insurance agents cannot pay their 
liabilities to the company when they 
come due? A.—Some of them fail like 
other men. 

Q.—Quite a fair proportion? A.— 
Yes. 

Q.—Is it not a sort of evil that 
some of these agents—I am not saying 
the Manufacturers’ specially—some of 
these agents write policies, get notes, 
they are not paid, and they re-write 
those policies in other companies—is 
rot there a term applied to that class 
of agents, rounder or something like 
that? A.—The rounder is the man 
that goes from one company to an- 
other getting salary for a few weeks, 
as long as the company are willing 
to be bled by him, and when the com- 
pany finds out he is no good he goes 
to some other company, that is what 
is understood by rounder. 

Q.—But the principle of paying a 
commission on the obtaining of a note 
is liable to encourage that rather than 
discourage the rounder? A.—Yes; 
you have to be very careful about your 
man, who you are dealing with. 

Q.—By the way I suppose in your 
experience touching on that you would 
know that the great proportion—I am 
not asking for any specific percentage, 
the great proportion of policies lapse 
with not more than two years prem- 
ium paid, they do not run into the 
third? A.—The largest percentage is 
perhaps after the first year, after pay- 
ing one premium. 
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‘(.—But' a very considerable pro- 
portion of a company’s business is only 
on its book for less than the third 
year’s premium? A.—Yes, that is 
quite true unfortunately. 

Q.—And the procuring of the busi- 
ness is often in excess by way of costs 
of the first year premium at all 
events? A.—Sometimes. 


Q.—So that there is not certainly 
any profit to the insured who drops 
his policy after two years? A.—No. 

Q.—He gets nothing, he has lost 
his money, if he did pay two years? 
A.—Yes, if he drops before the third 
payment. 


Q.—And the company practically 
makes nothing out of it either? A. 
They make nothing if he drops at the 
end of the first year; they might 
make a very fair margin if he drops 
after paying the second premium, par- 
ticularly on endowments, they would 
make on endowments. 

Q.—But not on the straight life? 
A.—On the ordinary life they would 
make very little. 

Q.—I suppose your actuary will be 
able to present—I understand my 
learned friend Mr. Shepley is going 
on with that—will be the person to 
tell us what the proportion is in your 
company of these lapses? A.—Yes. 

Q.—You have not got those figures? 
A.——No: 

Q.—Are you the President of the 
Managers’ Association? A.—No. 

Q.—But you are a member of it? 
A.—Yes. 

Q.—And I understand, perhaps this 
is doing the Managers’ Association an 
injustice, that their explgnation of 
the expense generally and of the Can- 
adian Companies is the keen compe- 
tition that they are forced into with 
the American Companies and foreign 
companies to obtain business? A.—I 
cannot speak for the Association, but 
I can say this, that there is a general 
feeling among the Managers of Can- 
adian Companies that the business has 
been forced up year after year by the 
competition of the American Compan- 
ies. 

Q.—That is the expense has? A.— 
Yes. 5 
Q.—Have you ever studied that ques- 
tion at all of the expense? A.—Yes, 
I have given a good deal of consider- 
ation to it. 

Q.—Has it ever struck you as some- 
what remarkable that the American 
Companies who are forcing up this ex- 
pense manage to do their business at 
a less ratio of expense than the Can- 
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they do. 


Q.—Have you really looked at it? 
A.—Yes, I have looked at it very care- 
fully, that is my candid opinion, that 
the expense of the American Company 
is very much more than the expense 
of the Canadian Company taking into 
consideration volume of new business 
that they do as compared with their 
old business. 


Q.—I am asking whether the ratio 
of expense to premium income of Can- 
‘adian Companies is not higher than 
the ratio of expense of the American 
Companies? A.—That does not mean 
anything. 

Q.—I have asked that question? A. 
—I do not know, I did not figure it 
on that basis at all. 

Q.—Have you ever looked at that? 
A.—I did about five or six years ago, 
and I found that the American Com- 
panies, it may be more than that, 7 or 
8 years ago, the expense ratio of 
American Companies on the average 
was higher than Canadian Companies, 
that is leaving out Canadian Compan- 
ies just starting business. 

Q.—I am taking the whole? A.— 
Take it that way, at the time I made 
out those figures some years ago I pre- 
pared a careful statement of it, the 
American Companies were higher than 
the Canadian Companies even on your 
plan. There were some old companies 
after fifty years had an expense ratio 
of over 40 per cent., and you could not 
find an example of that kind in the 
Canadian Companies. 

Q.—You have not brought your cal- 
culations up to modern times? A.—I 
have not been paying much attention 
to that question lately; that is going 
too far into the affairs of other com- 
panies; it takes all my time to devote 
myself to the Manufacturers’ Life. 

Q.—Would you be surprised to learn 
that in the last five years the ratio 
of expense in the American Companies 
has been decreasing and the ratio of 
expense in the Canadian Companies 
has been increasing? A.—That would 
not be at all surprising, because we 
have very many pretty young Canadian 
Companies that are only starting busi- 
ness and they must pay for establish- 
ing their business. 

Q.—Would you be surprised that 
companies such as the company you 
represent are over in the ratio of 
expense, the average of the American 
Companies? A.—If it is figured in 
the right way I do not think it would 
be. 


Q.—I am saying the ratio of expense 
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to premium income? A.—I do not 
think that shows anything. I will try 
and give an example. Suppose a 
company has been doing business for 
only a year, and the whole of its 
business for the year is a million of 
new business with an average premium 
of $30 per thousand, your premium 
income would be $30,000. The 
expense of that company will be cer- 
tainly over $30,000 for that year, the 
expense of establishing agencies and 
that kind of thing, that is its expense 
ratio will be 100 per cent. Take that 
same company the second year, suppos- 
ing it does another million dollars of 
dollars of business, and that it keeps 
all its old business, even if it is for- 
tunate enough to keep its old busi- 
ness in force, its premium income 
that year will be $60,000. We will 
suppose the expense was just the 
same as it was the first year for secur- 
ing new business, that is it costs them 
100 per cent., $30,000, and its expense 
of maintaining the old business is ten 
per cent, that is another $3,000, that 
is $33,000, and therefore its expense 
also the second year will be in the 
ratio of $33,000 to $60,000, which is 
less than 60 per cent., and so on. 

Q.—And it has improved its posi- 
tion? A.—Yes. 

Q.—-Te ts premium income? A.— 
Because it is getting older. 

Q.—Then of course the older a com- 
pany gets the lower its ratio of ex- 
pense ought to be to its premium in- 
come? A.—That does not necessarily 
follow. 

Q.—Why not? A.—TI will try and 
illustrate that again. We will suppose 
a company started business ten years 
ago, and ran along for ten years, and 
did only $100,000 of business each 

ear— 

: Q.—You are taking a special case? 
A.—I cannot answer this question 
without taking an individual case; I 
must be allowed to answer the ques- 
tions in my own way. 

Q.—A company has twenty millions 
of insurance in 1900, and it has run 
up to 30 millions of insurance in 1906, 
should it have increased its ratio of 
expense to premium income? A.—I 
cannot answer that question without 
answering the first, in fairness to my- 
self or in fairness to the life insur- 
ance business. 

Q.—And if you found that all the 
Canadian Companies had been, as they 
grew older, increasing their ratio of 
expense to premium income would not 
that tell anything to youP A.—wNo, 
because there are new companies start- 
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ing all the time, and it depends large- 
ly upon the number of new companies 
that are starting. 


Q.—If you find that an old com- 
pany such as the Manufacturers’—I do 
not say it is so—has been increasing 
its premium income year by year in- 
stead of decreasing it as it grew older 
it would tell no tale to you— 

MR. SHEPLEY: You do not mean 
premium income? : 

MR. HELLMUTH: I mean ratio 
of expense to premium income. A.— 
It would tell no tale whatever, it 
would mean absolutely nothing. 

Q.—You spoke this morning of busi- 
ness done over many quarters of the 
globe by your company, and that you 
had different rates, the home rate, 
the sub-tropical rate, and the tropical 
rate? A.—Yes. 

Q.—Have you different systems for 
the insurance reserve upon those 
policies? A.—Our actuary will be 
able to explain that much better than 
I could. 

Q.—You would know whether you 
have that or not, generallyP A.— 
Yes, we have. 

Q.—You have different systems? A. 
—Yes. 

Q.—So that the extra premium ob- 
tained for the tropical or sub-tropi- 
cal policies is partially applied to a 
larger insurance reserve? A.—I could 
not answer that question, I do not 
know that it might work out just 
that way; I know it requires a 
heavier premium, but I do not know 
how much of that permium is used up 
in the meantime for mortality. 

Q.—That is to say all your policies 
all over the world are not on the 
same insurance reserve, they are not 
on 44 per cent. or 34 per cent.? A.— 
That would not necessarily mean they 
were not on the same reserve, they 
might be on the 383 basis and still not 
be on the same reserve. 

Q.—All your policies before Janu- 
ary Ist, 1900, are on the H.M. tables 
at 44? A.—TI think that is correct. 

Q.—Your policies since January Ist, 
1900, are on the 33? A.—So far as 
the returns to the Government is con- 


cerned, if it states so in the blue book 


that is correct. 

Q.—Is there any distinction as to 
lower or a higher rate of reserve in 
regard to these tropical and sub-tropi- 
cal policies? A.—Yes, they are based 
on a different table entirely. 

Q.—They are not based on that 
table? A.—No, not based on the H. 
M. table. 
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MR. HELLMUTH: There are a 
number of points that Mr. Shepley 
says he has not closed his examination 
upon, and I do not desire to take 
them up until he has closed his ex- 
amination. 


JUDGE MACTAVISH: Very well. 

MR. SHEPLEY: Before you go I 
would like you to tell me when you say 
that in the case of a company standing 
by itself increasing its business and 
increasing its age the fact that the 
ratio of expense to premium income 
has no significance for you, just what 
do you meanP A.—TI will try and ex- 
plain that by taking an imaginary 
company. Supposing a company runs 
along for say ten years, and they are 
doing annually we will say an average 
business of $500,000 of new business, 
and at the end of ten years that 
would mean they had written alto- 
gether five millions of business. We 
will suppose one-half of it has lapsed, 
that is two and a half millions in force. 
Then they change their policy and they 
say we will reach out after more busi- 
ness and fulfil our duties to extend the 
benefits of insurance to as large a 
number as possible, and we must do 
more new business, and in the llth 
year they write two and a half mil- 
lions of new business, as much as they 
had accumulated for the whole ten 
years. That company’s expenses ratio 
according to the example given—sup- 
posing they are paying 100 per cent. 
for new business and ten per cent. for 
renewals, the expense ratio for that 
year would be probably 60 per cent., 
although they are a company ten years 
old. 

Q.—What you mean is in the case 
of the introduction of new business 
you may swell that expense ratio in 
the case of an individual company as 
well as in the case of averaging a lot 
of companies? A.—Yes, by doing a 
large new business in one year, it is 
going to swell your expense ratio for 
that year. 

Q.—Just one other question arising 
out of that, and I ask you as an in- 
surance man, is there in your view a 
method, or have you thought it out 
at all, a method by which new busi- 
ness can be acquired at a smaller 
ratio of expense? A.—Yes. 

Q.—Is it a feasible method? A.— 
I think so. 

Q.—Tell us what it is? A.—I think 
if we had a very stringent anti-rebate 
law passed and the proper machinery 
provided for enforcing it that it would 
probably reduce the expense of se- 


414 ROYAL COMMISSION ON 


18th day, May 2nd, 1906 


curing new business, well one-third at 
any rate. 


Q.—Because what? A.—Because the 
commissions that are paid by the com- 
panies now to the agents do not really 
go into the pockets of the agents, théy 
go to the insurers and the expenses 
are really only apparent in that way; 
they really go back to the insured, or 
some of the insured, which, of course, 
is very unfair. 


Q.—You would say to the extent of 
rebates you would reduce your pre- 
mium income instead of increasing 
your expense? A.—Yes sir, that is the 
point I mean, that is really the effect 
it has on the company, although it 
appears as expense in the statements. 

Q.—Do you express it in your 
opinion that the practice of rebating 
is a general practice, so general that 
it affects the conditions under which 
the agent expects his commission? A. 
—I do most decidedly. 

Q.—I did not gather that from you 
this morning? A.—I am speaking of 
life insurance in general amongst all 
the companies. 


Q.—Amongst all the companies? A. 
—Yes, that is correct; if I conveyed 
any other impression this morning it 
was not my intention to do so. Among 
the life insurance business it is a pre- 
vailing evil, and a very general one, 
and I cannot emphasize that too much 
on this matter of rebates. 

Q:—I asked you this morning in 
effect, have you. set yourself to re- 
duce your own expense ratio by get- 
ting rid of the rebate evil? A.—We 
have; we have been doing our very 
best so far as the company can in- 
dividually act in the matter. 

Q.—Where have you struck, at the 
root or at the branch? A.—Both. 

Q.—Have you struck at the agent’s 
commission? A.—We have been try- 
ing to pare that down from year to 
year, and I think perhaps we have it 
down as fine as any other company 
doing business in Canada. 

Q.—That does not help if all the 
other companies doing business in 
Canada rebate and you get down so 
that you are as low as any of them? 


A.—As low as the lowest, perhaps 
lower. 

Q.—You have not got low enough 
yet? A.—It- is) not “assiar as. we 


would like to go, I assure you that. 

MR. SHEPLEY: I think that is all, 
you understand of course 1 shall re- 
quire you again when some of the in- 
formation that has been delayed has 
been digested. 
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MR. McLAUGHLIN: I would like 
the privilege of asking a few ques- 
tions on behalf of the company and 
its shareholders and_ policyholders 
whom I represent. 


JUDGE MACTAVISH: Could you 
not suggest to Mr. Shepley the ques- 
tion? It would be more convenient to 
do it in that way. 


MR. McLAUGHLIN: The main ex- 
amination is over; I think now would 
be the right time. 


MR. SHEPLEY: With respect to 
all these matters I expressed my view 
very fully when the Commission first 
sat, and I have never seen any reason 
to alter the view which I then urged 
upon the Commission. I can forsee 
very great advantages and delay 
arising out of what is proposed, and 
I. ask my learned friend to put 
through me any question that he 
thinks necessary for the purpose of 
elucidating the matters that have been 
touched upon. 

JUDGE MACTAVISH: Yes. 

MR. McLAUGHLIN: The Commis- 
sion will see I have done everything I 
could to facilitate the matter; I have 
not had very much latitude. I want 
to take up as little time as possible. 
The examination as it stands at the 
present time without some explana- 
tion, which can only be made if the 
company has the liberty of examina- 
tion, is likely to do injury to inno- 
cent parties; it creates false impres- 
sions, and the right has been granted 
to Mr. Hellmuth representing so far 
as this company is concerned I don’t 
know whom, because I represent the 
policyholders of this company and the 
shareholders and the whole company, 
I have appeared on their behalf—the 
questions I will ask will not be very 
many and not very long, and I desire 
to facilitate the work of the Commis- 
sion and to put the company in a fair 
light. Timid policyholders have a 
tendency to get frightened by reports, 
and exaggerated reports, that go out 
sometimes through the press, which 
is a thing that surely the Commis- 
sion does not desire to have done. I 
spoke to Mr. Shepley about the pri- 
vileze we would have for re-exam- 
ination, and he said that matter was 
entirely with the Commission. 

MR. SHEPLEY: Your Honors will 
not forget of course that the position 
T did venture to take, as I thought 
in the interest of the inquiry, and 
as conducing to an orderly presenta- 
tion of the case to the Commission— 
Your Honors will not forget that be- 
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sides counsel for the Dominion Goy- 
ernment there are counsel briefed by 
the Province of Ontario and counsel 
briefed by the Province of Quebec, 
and if in the course of the inquiry a 
witness is to be subjected to four ex- 
aminations, one at the instance of the 
counsel charged with the Investiga- 
tion, and one at the instance of the 
Province of Ontario, and one at the 
instance of the Province of Quebec, 
and one at the instance of the com- 
pany that is under inquiry, this In- 
vestigation is a long way from being 
completed. I am not at all inclined 
to grant that any injury has been 
done. In cases where questions have 
been put through me, I have tried 
always so far as I could to put the 
questions which have been asked in 
such a way as to bring out anything 
which would lessen any injurious ef- 
fect that might be had, or any erron- 
eous impression that might be created. 
That I am still prepared to do, but 
I press upon the Commission the im- 
possibility of our proceeding in the 
way that is proposed, the -impractic- 
ability of it. There is the precedent 
of course for the position I take in the 
case that is very well known, and 
which has already been referred to. 

MR. McLAUGHLIN: What case is 
that? 

MR. SHEPLEY: The case of the 
inquiry in the State of New York. 

MR. McLAUGHLIN: The inquiry 
in the State of New York was before a 
Committee of the House, and the Par- 
liamentary rules applied; but this in- 
quiry is before a Commission, and the 
precedent of all Royal Commissions is 
that the parties have a right to appear 
and defend themselves and be repre- 
sented by counsel. Now, in this case 
it is the first time I heard Mr. Hell- 
muth or Mr. LeBeuf would be granted 
any privilege that the company would 
not be granted. They are sent here to 
represent the Province of Ontario. If 
the Province of Ontario were investi- 
gating the Insurance Companies that 
they have licensed and the Dominion 
sent counsel here to represent the Do- 
minion, the Province would undoubted- 
ly consider it an interference with pro- 
vincial rights, an interference in some- 
thing they had no jurisdiction over 
whatever. So far as the parties to 
this inquiry are concerned and counsel 
for the Province of Ontario and counsel 


for the Province of Quebec, while I do’ 


not wish to interpose or ask any court- 
esy the Commission saw fit to extend 
them shall not be extended—I do not 
interfere with that at all—but I repre- 
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sent the Manufacturers’ Life Insur- 
ance Company, and its policy-holders 
and shareholders—I represent a defin- 
ite body, and I not only feel but I know 
great injustice will be done if we do 
not have the liberty which IJ will not 
trespass upon. 

JUDGE McTAVISH: 
whom? 

MR. McLAUGHLIN: To the com- 
pany, its policyholders, and sharehold- 
ers. Its policyholders will derive a 
wrong impression; valuable policies 
may be surrendered by reason of that 
impression. The public will about 
many things derive a wrong impres- 
sion. Has there been, Mr. Chairman, 
anything said in this Investigation 
from the beginning that the counsel 
representing these Provinces would 
have privileges that the counsel repre- 
senting the Companies would not have? 
It was stated, I was not present at the 
time those remarks Mr. Shepley re- 
ferred to now were made, but I read 
the record of it in the printed evidence, 
and it was stated when the matter 
arose it wouldsbe determined: I want 
to assist the Investigation so that the 
truth may be brought out. 

JUDGE McTAVISH: That is what 
we are here for, to elicit such facts as 
we are directed to inquire into, on 
which the Commission may make re- 
commendations and with reference to 
which Parliament may legislate. When 
the Company is under examination 
by the counsel for the Crown, and the 
counsel appointed by the Province of 
Quebec and the Province of Ontario 
who represent the policyholders in 
those Provinces it seems to me that the 
interests of the policyholders are suf- 
ficiently protected and that the line 
must be drawn there. 

MR. McLAUGHLIN: What juris- 
diction has the Province of Quebec or 
the Province of Ontario over policy- 
holders in companies authorized and 
incorporated and chartered by the Do- 
minion of Canada? 

JUDGE McTAVISH: That is anoth- 
er question. 

MR. McLAUGHLIN: Are the pol- 
icvholders to have a representative and 
the companies not to have one? 

JUDGE MoTAVISH: We think that 
the Company should be satisfied 
if any reasonable question that 
their counsel may see fit to ask 
is put through the counsel re- 
Crown, especially 
when the witness is the company itself 
or its chief officer, making the disclo- 
sure on behalf of the company. We 
would reserve now the question of your 
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right, or that of any other counsel for 
a company, in the event of some wit- 
ness who might turn out to be antago- 
nistic or adverse to the company be- 
ing examined and giving evidence 
which would be injurious to the 
company, but when we are elicit- 
ing facts from the officers of the 
company I think the company’s coun- 
sel should put their case in the hands 
of the counsel for the Crown in so 
far as they claim the answers to any 
questions have a tendency to injure the 
company. We would be very glad to 
adopt another course if we saw any in- 
jury was being done to the company by 
this procedure; but we must not lose 
sight of the fact that we are limited, 
not limited as to time strictly speak- 
ing, but I think we must impose a lim- 
it. This Investigation is going to last 
longer than any of us anticipate. 

MR. McLAUGHLIN: We want to 
do everything possible to facilitate. 

JUDGE McTAVISH: I am sure 
your company has. 

MR. McLAUGHLIN: Days have 
been taken up with matters that are 
made to appear big in the eye of the 
public; for instance the investments 
which this company has made in stock, 
which only amount to 8 per cent. of 
their total assets, and every one of 
which at the present time is off their 
hands, inferences have been cast which 
I believe to be very injurious to the 
company which ought to be explained. 

JUDGE McTAVISH: Take the in- 
stance which you have just mentioned 
as an example, it is understood now. 

MR. McLAUGHLIN: The press 
have been unable to understand jt, and 
really after all we are being tried by 
public opinion, especially as we are the 
first company, we have taken the brunt 
of the investigating. 

MR. SHEPLEY: My learned friend 
must not lose sight of the fact that 
throughout the whole of this examina- 
tion my learned friend was present. My 
learned friend has been permitted, and 
I was glad for him from time to time 
to point out the matters that would ex- 
plain, and on every occasion—I think 
my learned friend will bear me out in 
saying—on every occasion I have ad- 
opted the means of bringing out in- 
stantly the matter my learned friend 
wanted brought out. 

MR. McLAUGHLIN: I am not here 
making any complaint as to the con- 
duct of the cause by the learned coun- 
sel representing the Dominion of Can- 
ada. They are acting within what 
they believe to be their duty. 
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JUDGE McTAVISH: It is the op- 
inion of the Commission that if you 
have any question that you desire to 
put to the witness it should be asked 
through counsel for the Crown. 

MR. McLAUGHLIN: I shall then 
have the liberty of preparing a list of 
questions that Mr. Shepley will ask 
this witness before this examination is 
concluded. 

JUDGE MacTAVISH: That will be 
a matter between you and Mr. Shepley. 

MR. McLAUGHLIN: I want to 
know; as I say I am not making com- 
plaint against my learned friends who 
are handling any other side of the case, 
but it was not understood between my- 
self and Mr. Shepley that I had no 
privilege of re-examination, because I 
asked that distinctly, and he said it 
was for the Commission to decide. 

MR. SHEPLEY: My learned friend 
must have been aware of the position I 
took when the Commission opened. 

MR. McLAUGHLIN: I was not 
aware, reading the statements in the 
evidence, and it is the first time it has 
been ruled that counsel representing 
the different Provinces should have a 
right to take part in the examination, 
and counsel representing the company 
would not. The ruling that was made 
before was with reference to all other 
counsel than counsel representing the 
Dominion; and is there now a ruling 
that counsel representing the Pro- 
vinces— 

MR. SHEPLEY: There has been no 
ruling. 

MR. McLAUGHLIN: That counsel 
representing the Provinces have a 
greater right than counsel represent- 
ing the Company P 

JUDGE MacTAVISH: It is not a 
question of degree of right. 

MR. McLAUGHLIN: They have 
been allowed to examine. 

JUDGE MacTAVISH: Yes; they are 
assisting the Investigation in that way. 
They think they can help the Commis- 
sion in arriving at a conclusion by 
eliciting certain facts which appear to 
be within their knowledge. 

MR. McLAUGHLIN: I will hope 
you will give me credit for being ani- 
mated by at least as laudible a spirit. 

JUDGE MacTAVISH: I am sure of 
that, I have no doubt of that at all. 

MR. McLAUGHLIN: I shall still 
have the privilege of preparing a num- 
ber of questions which Mr. Shepley will 
submit to this witness. 

MR. SHEPLEY: Cannot you put 
them through me just now while Mr. 
Junkin is here? 
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MR. McLAUGHLIN: When you re- 
call him I should like to have them 
written and put through you? 

MR. SHEPLEY: Just state them to 
me, and I will put them now, always 
subject to their relevance. 

JUDGE MacTAVISH: It is a mat- 
ter of saving time, so that the proceed- 
‘ings may not be unnecessarily delayed. 
Mr. McLaughlin asks Mr. 
Shepley to put a question. 

MR. SHEPLEY: Is it a lengthy 
question, because I have prepared my- 
self to go into certain matters with 
the actuary? 

MR. JUNKIN: I would suggest to 
our counse]— 

MR. SHEPLEY: Would you like 
to confer with your counsel? 

—Mr. Junkin and Mr. McLaughlin 
retired for a few moments. 

MR. McLAUGHLIN: You propose 
to recall Mr. Junkin? 

MR. SHEPLEY: Yes. 

MR. McLAUGHLIN: If you will 
allow me when you recall him to give 
you a few questions it will take less 
time. 

MR. SHEPLEY: Yes, put them in 
writing. 

MR. McLAUGHLIN: Yes. 

JUDGE MACTAVISH: You will 
understand that we have not deter- 
mined the question of a witness be- 
ing in the box and appearing to be 
antagonistic to the company, and hav- 
ing no connection with the company; 
we still reserve the right to determine 
in that case whether the counsel for 
the company should not be entitled 
to cross-examine that witness and to 
show that he is actuated by some 
malice or animosity towards the com- 
pany. 

MR. McLAUGHLIN: T still believe 
if the counsel for the companies were 
allowed to ask a few questions, which 
would be very few, and take up very 
little time, it would give a fair pre- 
sentation of the whole matter. 

JUDGE MACTAVISH: Perhaps in 
your case, and your company it 
might take but a few minutes, but 
we must make a rule which must be 
applicable to all. 

MR. McLAUGHLIN : In our com- 
pany we are in the unfortunate posi- 
tion of having to establish the rulings 
for all others that are to follow us. 
The companies that follow us will have 
notice that they have no re-examina- 
tion, which I had _ not notice of. 

JUDGE MACTAVISH: You may 
be assured of this, no company will 
get the benefit of any different rul- 
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ings from what your company is get- 
ting now. 

MR. McLAUGHLIN: What I state 
is that the counsel for the companies 
who are examined hereafter will have 
notice they will have no re-examina- 
tion, and they will guide themselves 
by that all the way through. I have 
not had that notice. However the 
arrangement I have made with Mr. 
Shepley now will be satisfactory, if 
he will put the list of questions I will 
prepare. 


JUDGE MACTAVISH: Very well. 


PERCY PAPPS, sworn, examined 
by 

MR. SHEPLEY: What is your 
position in the Manufacturers’ Life 
Insurance Company? A.—I am actu- 
ary of the company. 


Q.—How long have you occupied 
that position ? “A.—Since my connec- 
tion with the company in September, 
1903, practically the first of the 
month. 


Q.—That is less than three years? 
A.—About two and a half years. 


Q.—What is your actuarial edu- 
cation? A.—I was a young lad of 
about 17 when I first studied actu- 
arial matters in an elementary way; 
in April, 1893, I went to the Canada 
Life Assurance Co., and my first work 
there was in connection with the mor- 
tality experience of that company. 
From that on as I grew older I took 
more and more part of course in ac- 
tuarial work, and I have had not only 
the expe-ience of completing that 
mortality table under the supervision 
of the actuary of the company, but lL 
may say I had practically all the de- 
tail work after a certain point to do 
myself. That was my first experience. 
Then everything in the way of valua- 
tion tables, and afterwards in com- 
piling rates, calculating surrender 
values for policies, and everything of 
that nature. I was for over ten years 
with the Canada Life Assurance Com- 
pany, and at the time of severing my 
connection with them I was assistant 
actuary. Since going to the Manu- 
facturers’ Life I have had the duties 
of the actuary, that is charge of the 
actuarial department, and a sort of 
general supervision such as an actuary 
would have in a general way over 
most of the other departments. An 
actuary. I might say, is almost a 
sort of general utility man in an in- 
surance company. 

Q.—Is an actuary born or made? 
A.—Neither. 


418 ROYAL COMMISSION ON 


18th day, May 2nd, 1906 


Q.—It is a science, I suppose? A. 
— It. 1s. 

Q.—It is a science in exactitude? 
A.—Yes, I might say here that I con- 
sider that an actuary must be—and 
I think Mr. Dawson will bear me out 
in this—a mathematical man, but a 
mathematical ability alone wont make 
an actuary. He may pass all his 
examinations, and he won’t be an actu- 
ary. It needs a general knowledge of 
insurance business, which you can only 
get by practical work. — 

Q.—Have you told us all the offi- 
cial positions you have held as an 
actuary, and what your experience 
has beenP A.—Yes. 

Q.—In the course of your working 
out matters with the Canada Life and 
matters with the Manufacturers’ have 
you read literature upon the sub- 
ject? A.—Yes, I may say I have 
passed three out of the four examina- 
tions of the Institute of Actuaries, I 
have passed all the examinations deal- 
ing directly you may say with life 
insurance business, as we have it in 
this country, or practically speaking, 
in England. The fourth examination 
covers practically law and finance, 
with a few minor points in regard to 
insurance. 

Q.—You have passed three exam- 
inations which cover matters which re 
late to life insurance? A.—Yes, 
everything practically with the excep- 
tion of matters relating to friendly 
societies and matters with which we 
have nothing to do in this country. 

Q.—Where are the examinations 

held? A.—The examination papers 
are sent out from the Institute in Lon- 
don, England, and under seal, and they 
are now held in Toronto, Montreal, 
Ottawa, and various other centres 
throughout the colonies; the papers are 
sent back to the English authorities for 
examination. 
.Q.—Then that is the examination 
you have passed? A.—Yes. I might 
add to that I have passed the final ex- 
amination of the Acturial Society of 
America. 

Q.—Where is that held? A.—The 
headquarters of the society are in New 
York, but following the custom of the 
English Society the papers are sent on 
under seal to Toronto, and I believe to 
Montreal. 

Q.—And that examination also you 
have passed? A.—Yes. 

Q.—So that you have familiarized 
yourself so far as was necessary for the 
passing of these examinations, with the 
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literature upon the subject? A.— 
Yes. 

Q.—Will you tell us in a concise fash- 
ion what your duties are in the Manu- 
facturers’ Life as actuary? A.—That 
is a difficult matter to state concisely, 
because if there are any difficulties in 
any other department the actuary is 
always consulted. In the first place 
I can say this— 

Q.—Perhaps I could get what I want 
by asking you the question directly; 
do you value the policies, is that part 
of your duty? A.—Not individually, 
I have nothing to do with the actual 
calculations. 

Q.—Does the valuation of policies 
for reserve purposes fall within your 
duties? A.—Within my department, 


-yes. 


Q.—I could say that was a duty with 
which you are charged as actuary? A. 
—Yes. 


' 


Q.—I do not mean to say you do the 
actual work, but that is part of the 
work of your department, that your 
department is charged with? A.— 
Yes. 

Q.—Explain what is meant by valua- 
tion of policies? A.—I can explain 
it in this way; when the company is- 
sues a policy leaving vut of account any 
leading in the premium for expense 
and profits, the present value of insur- 
ance which the company grants to the 
life is just equal to the present value 
of the premiums which the insured con- 
tracts to pay, that is at the date of the 
issue of the contract; at the end of a 
year from that time the value of the 
insurance which the company has 
eranted has increased because the life 
is a year older for one reason, the value 
of the premium which the insured has 
guaranteed to pay to the company, the 
present value, has decreased, for one 
reason there is one less premium to 
pay; that means then the liabilities of 
the company under that particular po!- 
icy have increased, and the assets have 
decreased during the year, the differ- 
ence is technically known as the re- 
serve; it is different from bank reserve, 
because it is a difference between assets 
and liability under that policy; it is 
part of the lability. 

Q.—That is the reserve which has to 
be set apart under the statute, and 
kept invested by the company at the 
statutory rateP A.—Yes. 

Q.—Before there was a statutory rate 
it was at such rate as the company in 
the exercise of its own prudent discre- 
tion thought proper? A.—Yes. 
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Q.—Is it also your duty to compute 
premium rates? A.—It would be in 
any change of premiums, yes. 


Q.—Has there been any change of 
premiums since you went there? A. 
—There has been no change in the 
with-profit premiums or participating 
since my connection with the company. 
There have been some few changes in 
regard to the non-participating prem- 
iums. I think I can remember them 
all. In the first place as Mr. Junkin 
has told you this morning, there were 
special non-participating rates for to- 
tal abstainers. I found on getting 
out a manual for the company that the 
non-participating rates for ten years 
and fifteen and twenty year endow- 
ments got the same difference as the 
whole life rate, but in the way of lower 
loading on account of what is supposed, 
and what we have found to be, the 
favorably rate of mortality on account 
of being a total abstainer, but in my 
judgment, and knowing that under a 
ten year endowment there is a con- 
stantly decreasing amount at risk, 
there is certainly a decreasing chance 
of any saving from mortality. I can 
explain that if necessary. That be- 
ing so there was less saving on a ten 
year endowment than there was on the 
whole life, and I considered it was fair- 
er to slightly increase the loading on 
the ten year endowment and made a 
slightly smaller increase on the fifteen 
and twenty for total abstainers. That 
was the first change. 


Q.—Was the result to decrease the 
loading as to the ten year endowment 
or to increase it? A.—To increase it. 


Q.—And as to the whole life? A.— 
There was no change. 


Q.—The next change that was made? 
A.—That was the change referred to. 
Mr. Junkin said it was made about 
three months ago, I think; it was a 
little longer ago than that, I think it 
was some time prior to the end of the 
year, and that was the change, where- 
by our abstainer’s section without-pro- 
fit rates was discontinued, and our 
general section rates were slightly 
changed. I may say they were for 


some ages increased a few cents, and 


for some ages decreased which was 
caused by a change in the mortality 
table, but they were practically the 
same rates the Manufacturers’ had in 
use for some years before that, so that 
we did not consider those rates were 
really changed. 

Q.—The rates as to the abstainers, 
what about them?  A.—The without- 
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profit rates were discontinued, about 
six months ago. 


Q.—The result would be, as I under- 
stand it, that substantially, although 
their rate of mortality was more fav- 
orabie they were levelled up to the gen- 
eral section? A.—Those who took that 
class of policy. 


Q.—That applies to those without 
profits? A.—Yes. 

Q.—No change was made as to those 
who participates? A.—None what- 
ever. 


(.—Are those the only changes that 
have been made in the rates? A.—I 
think I am safe in saying those are the 
only changes that have been made, the 
only changes which have been made in 
the premium rates of the company 
since— 

Q.—Those have been the only changes 
which have been made in the premium 
rates of the company since you became 
actuary; in the actuarial fixing of 
premium rates will you state to us in 
outline the elements which are to be 
taken into consideration? A.—Yes. 
That will illustrate the point I made a 
few minutes ago, that the actuary must 
be more than a mathematician. One 
of the principal things that will affect 
setting of the rates for any class of 
policy by any company to-day is com- 
petition, and the thing to do in fixing 
a set of rates for a new company start- 
ing business to-day is to see what other 
companies are charging, because there 
is very little use in putting out a set 
of rates that will not stand competi- 
tion, 

Q.—I want you to begin a little near- 
er the foundation and give me a little 
more than that with regard to the prin- 
ciple on which rates are fixed; assume 
you eliminate the element of competi- 
tion, what you have to provide for in 
your premium? A.—We have to pro- 
vide for first a certain net premium. 

Q.—What is a net premium? A.— 
That is supposed to be the net cost of 
the insurance which the company 
grants under that particular form of 
policy at the proper age, of course. 


Q.—The net cost of the insurance on 
that particular method of insurance at 
the particular ageP A.—Yes. 

Q.—When you say net cost again I 
must ask you to explain that? A.— 
I mean this, that it provides—take the 
case of endowment insurance, it pro- 
vides there two elements, it provides 
for insurance during the whole term of 
the endowment, and the principal sum 
at the end of that time. 
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Q.—Take the whole life? A.—The- 
oretically a whole life is an endowment 
payable at the eldest age in the table. 

Q.—The net premium measures the 
net cost, and the net cost is what you 
must collect from the insurer to meet 
the exigencies of the contract? A.— 
That is the idea. 


Q.—What else enters into the com- 
putation ? A.—If it is a without 
profit-policy the next thing is the ques- 
tion of expenses, and there should be, 
although this does not really come 
within the loading, that is a provis- 
ion for contingencies, that is more 
generally fixed in deciding on what 
rate to calculate your premium, be- 
cause of course if we are earning more 
than three and a half there is a cer- 
tain profit in that—the two principal 
things are the cost of isurance and the 
expense. 

Q.—And when you say expense what 
do you include in that, do you include 
the expense of handling and carrying 
the insurance as well as the expense 
of obtaining it? A.—It has to cover 
everything in that respect. 


Q.—It has to cover all the expendi- 
ee, or it ought theoretically? A.— 

es. 

Q.—Theoretically to cover all the 
expense attributable to that policy 
during its existence? A.—yYes. Of 
course I might qualify that slightly 
to avoid any misunderstanding—take 
the case of investment expenses, we 
are supposed to calculate our pre- 
miums at a low rate of interest so 
that there may be a sufficient saving 
of profit from interest to cover that 
expense. 


Q.—That does not affect the prin- 
ciple as to the two main elements that 
enter into the question of fixing a 
rateP A.—No. 


Q.—Are you able to say, still per- 
sisting in this question about the pre 
mium rate, are you able to say any- 
thing with respect to the origin of 
the premium rates which are in vogue 
in the Manufacturers’? A.—I am able 
to say something about the with-profit 
rates, because they are the same rates 
that are in force in the company I 
left and in force in fact in the major- 
ity of Canada companies. 


Q.—Perhaps it would clear the 
gsround a little if I asked you, in the 
Manufacturers’ how does the volume 
of with-profit compare with the volume 
of without-profit insurance? A.—I 
cannot give the exact figures, but the 
general rule is this, we find a very 
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large percentage of the business 
comes in on with-profit plans. ; 


Q.—When you say a large percent- 
age—? A.—TI fancy it will be ninety 
per cent. 


Q.—At all events it is a very largely 
preponderating percentage? A.— 
Yes. 

Q.—Having said so much will you 
tell me what you know about that 
with-profit premium rate? A.—What 
will I tell you? 


Q.—I had asked you whether you 
had any knowledge of the origin of 
the rate you found there when you 
cameP A.—Yes. 


Q.—You said you knew in this way 
that they were the same as the rates 
you were familiar with in the Cana- 
da Life? A.—As I understand it, and 
IT am speaking now partly from hear- 
say, because that time I was not an 
actuary af a company. 


Q.—You are speaking from hearsay, 
an expert always does more or less? 
A.—Some things I have not been 
speaking from hearsay but from ac- 
tual knowledge. 


Q.—I know? A.—As I understand 
it was this, at the time of the passing 
of the Act which stated the compan- 
ies were to have 3% per cent. reserve 
on new business it was considered 
necessary at that time to increase the 
premiums, and as I understand it 
there was a Committee of Actuaries 
appointed to consider the question, 
and I understand that the rates which 
are at present in force were recom- 
mended at that time by this Com- 
mittee of the different actuaries of 
the different companies. 


Q.—Explain the method which was 
adopted of the apportionment which 
was made between these various ele- 
ments in arriving at that premium? 
A.—As I said when I spoke of the 
loading of premiums, I do not think 
that the theoretical part of the load- 
ing of these premiums took absolute 
account of the various different ele- 
ments such as the question of what 
rate as business men with actuarial 
knowledge the actuaries were able to 
recommend; for example, I can ex- 
plain to you in this way, the loading 
on the whole life policy is 20 per cent. 
of the net premium, and a constant 
loading of $3 per thousand. 


Q.—Let us get that accurately fixed 
in my mind; you first arrive at the 
cost of carrying the insurance, which 
you call the net premium? A.—Yes. 
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Q.—Then you take twenty per cent. 
of that to be added to it by way of 
loading for expenses? A.—No, that 
loading is not wholly for expenses, the 
loading is for expenses and profit, be- 
cause I am speaking now of with-pro- 
fit rates. 

Q.—Yes, plus? A.—Plus a con- 
stant loading of $3 per thousand. 


Q.—What is that for? A.—The 
table used to calculate the net rate 
is what is known as a mixed table, 
and the opinion in generally held by 
actuaries that the proper table to use 
in calculating the net premium is 
what is known as select table. The 
reason for putting the 20 per cent. 
loading and constant $3, as I under- 
stand it, was to bring out the gross 
premium on a table which was in gen- 
eral use, and well understood, which 
would approximate closely to a gross 
premium based on these select tables, 
which were not as well understood 
or available for the actuaries. 


Q.—It was intended to reach ap- 
proximately by the use of a well 
known table the result that would, 
have been arrived at if a less known 
table had been used? A.—Yes. 

Q.—The mixed table: as you say, 
what is it known by? A.—That is the 
H. M. table. 


Q.—That is the well known table, 
and the less known table is what you 
call the— A.—It is based on the 
same data used to compile the H.M. 
table but it is known as the select 
table or tables. 

Q.—That is the way in which as you 
understand it the loading was arrived 
atP A.—Yes. 

Q.—Theoretically, Mr. Papps, ought 
that 20 per cent. plus the $3 to pro- 
vide in with profit policy not only for 
dividends upon the insurance, but’ also 
for the expenses incurred in securing 
and carrying out? A.—It should, the- 
oretically, yes. 

Q.—Does it fall within your province 
to determine surplus from time to 
time? A.—Yes, that is in the pro- 
vince of the actuary. 

Q.—To determine the surplus and to 
apportion it I suppose? A.—Yes. 

Q.—What is the surplus, give us a 
definition of that in EnglishP A.— 
The word surplus by itself is usually 
qualified, that is there is one account 
in the blue book which is called the 
surplus to policyholders, and that of 
course includes paid-up capital; then 
there is another item which is called 
divisible surplus in the blue book, and 
that is the difference between the to- 
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tal assets and the total liabilities, 
leaving out the capital stock. 
Q.—And for what purposes is that 
divisible surplus available, what is the 
destiny of that divisible surplus in the 
ordinary course of insurance business? 
A.—Well, if you could ear-mark any 
particular portion of it it would event- 
ually go in the proper proportions to 
the policyholders and shareholders. 


Q.—That is what it is for, it is an 
accumulation— Is this a proper de- 
finition of it, an accumulation of pro- 
fits which is available to be distributed 
among those who are entitled to pro- 
fits? A.—I think so.—Excuse me, you 
started a question there. I would 
not like to be put on record as saying 
that is what surplus is for, that is the 
reason for which it was “created. 


Q.—Make your own statement about 
that? | A.—The reason for that is 
this, the whole system of granting 
policyholders’ profits has its history 
away back in the early days of the 
business, and it really grew out of 
the fact that some of the companies 
in the early days used a faulty mor- 
tality table which made them have 
very large profits, and the sharehold- 
ers of those companies making such 
big profits voluntarily gave to the 
policyholders a share. The carrying 
on of with-profit business is not with 
the idea of piling up a surplus which 
may be distributed to allow policy- 
holders to participate in the profits 
of the company. Do you see the dif- 
ference P 

Q.—I think I do: the idea is that 
a surplus will be available—I think we 
have got back to the same point— 
will be available for the purpose of 
paying profits to the policyholders? 
A.—Yes, that is the result rather than 
the cause of the surplus. ; 

Q.—The cause is what? A.—As I 
have put it it is impossible to accur- 
ately determine the exact cost, because 
we cannot tell what the interest of 
mortality rates will be in the future, 
and we know in granting with profit 
policies that we charge more than 1s 
necessary for the bare cost of the 
business, and we allow the _ policy- 
holder to share in that in the results. 

Q.—In the results? A.—In the 
results of the company. 

Q.—You have already in the fixing 
of your premium which the _ policy- 
holder pays, made a computation which 
includes something for profit? A.— 
Yes. 

Q.—And you do not of. course know 
whether in the case of any particular 
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company you will make a profit or 
not, that depends onthe mortality? 
A.—Yes, but we expect it will. 

Q.—Mortality is a _ pretty well 
ascertained thing after all these years 
of insurance? A.—Well, it is ascer- 
tained, but it has been changing, that 
1s it is not a constant thing. 

Q.—But in a long number of years a 
certain average could be deduced as 
a matter of experience? A.—Yes, 
with the exception of course of some 
disasters which might affect the mor- 
tality very seriously. 

Q.—Then does it fall within your 
province to deal with surrender values? 
A.—Yes. 

Q.—What do you do with regard to 
surrender values, what is your duty 
with respect of that? A,—If a policy 
holder writes in and. asks for the sur- 
render value of his policy it is part of 
the duties of the Actuarial Depart- 
ment to ascertain what he is entitled 
to, and if he decides not to go on with 
it, to have the thing properly put 
through and the cheque issued. 

Q.—I just want to put in a concise 
form a statement which I understand 
you have checked over, and then when 
I have put this in I shall have to ask 
you some general questions with regard 
to the two companies, the coalition of 
which makes the present Manufac- 
turers. This is a paper which is 
headed ‘‘Profit paid policyholder, and 
dividends paid to stockholders since 
organization’’? A.—Yes. 

Q.—You have checked this and it 
is accurate? A.—As far as I know 
these figures are correct. 

Q.—And these figures are from 
1894 down to 1904 inclusiveP <A.— 
Yes. 

Q.—The amalgamation took place 
when? A.—I cannot answer exactly, 
because I was not actuary of the com- 
pany at the time, but it was some time 
in the year 1901. 

Q.—Under the first pair of columns, 
profits to policyholders and dividends 
to stockholders, under the heading 
‘Manufacturers’, are ranged the 
figures both before and since amal- 
gamation? A.—Yes. 

Q.—Under the other two columns 
headed ‘Temperance & General’ you 
have profits to policyholders and 
dividends to stockholders down to the 
date of the amalgamation? A.—Yes. 

Q.—In 1894 policyholders in the 
Manufacturers received $198 in pro- 
. fits, and stockholders did not receive 
anything that year? A.—No, nor did 
thev since oreanization. 

Q.—In 1895 policyholders receiv- 
ed $625 and_ stockholders $5,092.- 
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80. In 1896 policyholders $778, 
stockholders $10,185.60. In 1897 
policyholders received $8,864, and 
stockholders $10,185.60. In 1898, 
policyholders $2,980, stockholders $10,- 
185.60. In 1899 policyholders $4,125, 
stockholders $10,185.60. In 1900 pol- 
icyholders $11,578, and stockholders 
$10,267.70. In 1901 policyholders $10,- 
190, stockholders $24,570.51. In 1902 
policyholders $28,850, stockholders, 
$24,000. In 1903 policyholders $29,- 
725, stockholders $24,000. In 1904 
policyholders ($28,286, stockholders 
$24,000; or a total in those eleven 
years of $126,194 to policyholders, and 
$152,673.41 to stockholders. Then 
during the continuance of the Tem- 
perance and General Company before 
amalgamation the figures are as fol- 
lows: Nothing for 1894 either way. 
In 1895 policyholders $1,218, stock- 
holders $3,000. In 1896 $1,660, stock- 
$3,000. In 1897 policyholders $4,865, 
stockholders $3,000. In 1898 policy- 
holders $1,816, stockholders $8,000. 
In 1899 policyholders $1,967, stock- 
holders $3,000. In 1900 policyholders 
$1,624, stockholders $6,000. Then 
came the amalgamation? A.—Yes. 


Q.—If those figures are added to the 
figures taken from the Manufacturers 
you get a total paid to policyholders 
out of both societies before and since 
amalgamation of $139,344, and a total 
paid to stockholders of $173,673.41? 
A.—tThere is just one point, you have 
here profits to policyholders $139,000; 
those are not the total payments to 
policyholders, they do not include any- 
thing in the way of interest, or very 
little, and in the dividends of share- 
holders every dollar their stock has 
earned—at least this $173,000 is 
made up entirely if not altogether of 
interest on the stock capital itself. 


Q.—You cannot pay interest out of 
capital P A.—No, but the capital 
earns interest. 

Q.—That includes all that has been 
paid to the stockholders by way of 
dividend, bonus or otherwise? A.— 
Yes. : 

Q.—And the other side, policyhold- 
ers, includes you say not all that they 
have been paid? A.—No, because 
there have been surrender values and 
death claims and all sorts of claims 
paid policyholders. 

Q.—No, I am talking by way of 
profits? A.—If you take that by way 
of profits I say the word dividend to 
stockholders should read interest and 
dividend to _ stockholders, otherwise 
there is a play on the word dividend. 
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Q.—That is what the stockholders 
have received? A.—Yes. 

Q.—And this is what policyholders 
have received by way of profits? 
A.—By way of profits only. 

Q.—You have added— A.—TI did not 
make this statement up, although I 
checked the figures. 

Q.—I do not intend to attribute this 
statement to you, but just your check- 
ing of it. Surplus on hand January 1st, 
1905, is added, $471,869.12, and then 
follows this statement, ‘‘Gross profits 
earned since organization the sum 
total of the three, $784,886.53.’’ Then 
follows this statement, and this of 
course is accurate enough; ‘‘the divi- 
dends paid to stockholders are over 
22 1/10 per cent. of the entire profits 
earned for all purposes since organiza- 
tion by both companies? A.—yYes. 

Q.—This red ink at the bottom is 
your comment upon itP A.—yYes. I 
supposed with these changes the thing 
would have been re-written or I would 
have put that on a separate sheet of 
paper. 

Statement of amounts paid to pol- 
icyholders and _ stockholders referred 
to by Mr. Shepley filed as Exhibit 68. 


Q.—Does your experience since you 
have been with the Manufacturers’ en- 
able you to give me in any precise 
form what volume of insurance you 
had from each of the amalgamating 
companies on foot when you went 
there? A.—No, I have no figures here 
to give that. I might obtain that. I 
would like to ask whether that state- 
ment is to be allowed to go without 
further comment, because if so it does 
not seem to me to set the company out 
in a fair light at all, and if you are 
going to go away from that I want 
to raise the point now. The statement 
as it stands our worst competitior 
would not give that out. 


MR. McLAUGHLIN: I think it 
would be better if the statement was 
explained now. 


MR. SHEPLEY: The witness has 
told us just what it is? A.—I do not 
think I have. I have simply said the 
figures are correct, but I have not ex- 
plained very much in regard to it. 

Q.—It is what it purports to be? 
A.—It is one of those half-truths that 
are most dangerous things. 


JUDGE MACTAVISH: I think he 
had better give us the explanation 
now? A.—What I would like to say 
is this that the shareholders of both 
companies paid in a certain amount 
at the start and amounts after that; 
those amounts were left by the share- 
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holders with the company, they were 
invested and were earning interest. 
This statement here shows every dollar 
which the shareholders have got, which 
of course includes the interest earned 
by their capital. You want to take 
into account the interest the policy- 
holders have earned. I claim the only 
way of making a comparison between 
dividends—I might even use the word 
profits both to shareholders and pol- 
icyholders, you should eliminate the 
interest earned by the Stas cle ot 
aid-up capital. I am not a share- 
Eatanarior a policyholders in the Man- 
ufacturers’ Life, and I am speaking 
purely as a professional man, and that 
statement is not a fair statement to 
the company, and I do not think that 
it should be allowed to pass without 
some explanation of that kind. 

Q.—Every word of that except your 
own affirmation of your disinterested- 
ness you’ have stated to me before? 
A.—Yes, but I do not think it was 
understood by the Court, I do_ not 
think my words were loud enough to 
be heard. 

MR. SHEPLEY: The charter of 
the company may be presumed to be 
in. 
MR. McLAUGHLIN: I want the 
evidence put, so far as possible, that 
neither Court nor press will misunder- 
stand it. 

MR SHEPLEY: I am anxious that 
the Court shall make no mistakes and 
I will try to see that they do not; I 
do not think it is at all likely that 
any statement the witness has made 
has been at all misunderstood by the 
members of the Commission. 


JUDGE MACTAVISH: Oh no. 


WITNESS: You understand, sir, 
that one of the principal assets of a 
company is its standing in publia 
opinoin and I am particularly anxious 
that the remarks I make shall not 
be misunderstood by the public press 
because they have even a _ wider 
influence as moulders of public opin- 
ion, than the Commission. 

MR. SHEPLEY: TI do not think 
there is any desire on the part of the 
press to misrepresent. 

A.—I do not think there is any de- 
sire on the part of the press to misre- 
present, but my evidence must neces- 
sarily be technical and I cannot say 
nor can anyone for a minute that a 
newspapers reporter can thoroughly 
understand actuarial matters. 

Q.—I am afraid we cannot stop the 
inquiry for that reason? A.—No sir, 
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IT only want to make my explanation 
as clearly as possible. 

MR. McLAUGHLIN: I hope that 
hereafter there will be no reflection 
cast that we are trying to baulk the 
inquiry. 

MR. SHEPLEY: I have not said 
anything of the kind. 

Q.—What has been your experience 
as the years have gone by in respect of 
comparing actual results as to profits 
with -estimated results? A.—My ex- 
perience has been almost universal in 
every company, I cannot recall a case 
now where estimates made a number 
of years ago have been realized. 

Q.—Then I understand you to say 
that universally, estimates with re- 
spect to profits have not been realized ? 
A.—That is my opinion. 

Q.—When you come to work them 
out in practice? A.—In view of the 
actual experience, yes. 


Q.—Can you assign a reason or per- 
haps more than one reason for that? 
A.—yYes, I can. In the first place 
there is the question of interest. It 
is of course understood that interest 
has fallen considerably, but a_ con- 
crete example or a suppositious case, 
rather can show the effect of inter- 
est where, for example, if you have 
2 fund say of $1,000 and the arrange- 
ment is that you shall have the in- 
terest which that fund earns in ex- 
cess of say 4 per cent. If the fund 
earns 0 per cent. you are in receipt 
of say $1,000 a year. I may have a 
fund of $20,000 invested at 5 per cent. 
and I am in receipt of $1,000 a year 
and we are on a par. Now if the 
actual interest falls to 4 per cent., 
you get the margin over 4, that is 
you don’t get anything and I have a 
margin of income, I still have $800 a 
year left. That illustrates the fact 


that it is not simply the fall in the 


rate of interest as generally understood 
but it is the fact that the whole of 
the fall in the interest comes against 
the interest which we may say is 
available to earn profits. 


Q.—That is very clearly put and 
I quite appreciate that that is one 
reason then for the fact which you 
have found to be universal, that re- 
sults are not as good as expectations? 
A.—Yes. 


Q.—Before telling me the other, I 
perhaps should have asked you this, 
does that failure to realize anticipa- 
tions extend to dividends as well as 


to the profits of policyholders? A.—+« 


Do you mean to say dividends to share- 
holders ? 
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Q.—Yes? A.—It must necessarily 
affect that, because it affects the earn- 
ings of the shareholders fund. 

Q.—So that both as to the earning 
power of the capital stock and as to 
the profit producing for the benefit of 
policyholders, both those are adverse- 
ly affected by a fall in the rate of in- 
terest P. |). A.— Yes. 1); might!) ddd,in 
order to be complete, that inasmuch as 
the shareholders have the right in 
most cases to a certain proportion of 
the profits earned for policyholders, 
any loss or decrease in profits paid to 
shareholders naturally affects the share- 
holders rights. Where that is the 
charter. 

Q.—Where that is part of the con- 
stitution of the company? A.—Yes. 


Q.—Then you were going to tell me 
another reason for this state of things? 
A.—This refers perhaps almost en- 
tirely to what is know as the Tontine 
or deferred dividend policy. That is 
a usually understood term I think. 
That is the dividends are accumulated 
for a term of years. In estimating 
what those dividends were going to 
be, the actuaries or agency instruc- 
tors, whatever they were called at 
that time, whoever worked out the 
estimates probably took into account 
and calculated on a certain rate of 
lapses or surrenders. Now the gen- 
eral experience of the Tontine busi- 
ness has been, no matter how much 
has been said against it, that it has 
served to keep the business in force. 
That is after a policy has been in 
force for a couple of years there are 
practically very few lapses or sur- 
renders. 

Q.—That is, it is a method of in- 
surance, if I understand you, which 
secures the loyalty of_the policyhold- 
er himself? A.—Yes. 

Q.—It is for his advantage to hold 
on? A.—Yes. Now that of course 
has decreased the profit coming to the 
persistent policyholders from those 
who they estimated would surrender. 
That of course has decreased the pro- 
fits of those who survived to the end 
of the term. 


Q.—Because they all survived or 
more of them survived? A.—More of 
them survived, so that although it is 
an evil in the way of reduction of 
profits, it is a benefit to the business 
through the insurance being kept in 
force. 

Q.—In other words, the expectation 
with respect to surrenders has not been 
realized, either? A.—No. I am speak- 
ing now, of course, not from personal 
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experience, because I never estimated 
any Tontine profits. I was too young 
in those days to do so. 

Q.—At all events that is what you 
say with regard to that, and that 
seems reasonable and proper enough. 
Then what other cause is there? A.— 
The only other cause. I think, although 
I am unable to say what has been the 
experience in the way of mortality, I 
think the mortality has probably been 
as great as was anticipated, the only 
other possible cause of decrease in pro- 
fits is in the question of expense. 

Q.—And that is a very serious ele- 
ment, is it not? A.—lI cannot say. I 
am talking now from my own general 
impressions and not, as I tell you, from 
experience, but I don’t think that the 
question of expense has played any- 
thing like as important a part in the 
decrease of profits as has generally 
been thought by the general public. I 
don’t think that is so. 

Q.—Mr. Papps, you and I must both 
try to keep the general public out of 
our minds while carrying on this con- 
versation. I want your views; I do 
not want you comparing your views to 
views that are in the air. I want to 
get your views just as you have them. 
Now is the increased expense an im- 
portant element? A.—I am really un- 
able quite to answer that question, for 
this reason, I don’t think that there 
has been very much increase in expense 
in looking after the old business. I 
think the increase in expense is in the 
new business. 

Q.—I have not divided that yet. 
There has been an increase in expense 
and I was going to put that to you 
next, whether that increase is not al- 
most entirely or very substantially in 
respect of new business? A.—Yes, well 
you see the’ point I wish to make is 
this, that if the increase in the ex- 
pense has been solely, to put it for the 
moment on the new business, that 
would not affect the old policy. 

Q.—Wouldn’t it? I think I will 
show you in a little while that it affects 
them very seriously. Let me put a 
leading question to you and perhaps it 
will be better if I put it more in detail. 
If it costs you $150 to get a new first 
premium on a new insurance, amount- 
ing to $100, there is a loss of $50 at 
once? A.—Yes. 

Q.—Where do you get that, out of 
what do you pay it? A.—It comes out 
of what may be called the general work- 
ing capital of the company. 

Q.—Where does it come from as a 
matter of actuarial knowledge? Doesn’t 
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it come from profits that would 
otherwise be available—is it not taken 
from profits which would otherwise be 
at all events partially payable to old 
policyholders? A.—Only partly. Only 
temporarily I should say. 

Q.—But immediately and at the mo- 
ment and for the year it comes out of 
thatP A.—Well, it is not ear-marked 
as such. It comes out of the general 
surplus. You could not say it comes 
out of part of the surplus of the old 
policies and part of what stands 
against the shareholders’ fund. There 
is no straight allocation of where that 
cost comes. 

Q.—If before that is recouped to the 
fund a man dies and his policy becomes 
entitled to profits, it does not get any 
of his share of that, does it? A.—If 
he dies under a deferred dividend pol- 
icy, he won’t be entitled to any pro- 
fits. 

Q.—You know what I mean? A.—I 
must confess I do not, sir. 

Q.—If you take this out only tem- 
porarily, while it is away it is not 
available to be paid as profits to old 
policyholders, and if a policy becomes a 
claim there can be no participation in 
that? A.—Under the deferred divi- 
dend system if a policy becomes a claim 
during that time he gets no profits. 
That is a part of the deferred dividend 
system. 

Q.—I suppose it becomes a claim 
and the deferred period has arrived? 
A.—Then if the accounts are properly 
kept, the maturing policy should not 
be charged with any of the cost of 
obtaining new business. I think that 
is the general impression of actuaries, 
so that the old policy will get actually 
what it is entitled to irrespective of 
the cost of acquiring new business. 


Q.—Do you say that is so as a mat- 
ter of practice among Insurance Com- 
panies? A.—I am unable to say as 
a matter of practice, because it is a 
thing an actuary of one company 
knows very little about in another. 

Q.—At the end of each year you 
declare so much surplus available 
don’t you? A.—Do you mean to say 
to every policy, allocate a certain 
amount of surplus? 

Q.—No, you declare a_ certain 
amount for division? A.—No, it de- 
pends on the policies maturing each 
year. 

Q.—Certainly, but at the end of 
every year you put into your account 
a gross surplus? A.—yYes, but there 
is no portion of that year marked for 
distribution next year. 
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Q.—No, no; I won’t mislead you at 
all; at least I will try not to; I am 
not at all anxious to mislead you. A. 
—I only want to get what you are 
driving at that is the point. 

Q.—Let us take your surplus here. 
Surplus at the end of 1905, $606,- 
912.64? A.—Well now perhaps I had 
better explain. 

Q.—No, just listen to my question. 
Supposing sometime during this year, 
1906, you have expended more to get 
new business than the new premiums 
amount to, at the end of 1906 that 
$606,000 will be so much less than it 
otherwise would be, will it not? A.— 
Well, if there was no increase, in the 
surplus it would naturally, yes. 

Q.—I want to deal with just the 
one element; it would be that much 
less. And if a man died on the 2nd 
of January, 1907, he would be set- 
tled with upon the basis of that only 
being available? A.—Don’t think I 
am trying to work at cross purposes 
with you, but if a man died, unless 
he happens to die a minute or two 
after the profits are declared and are 
due and payable to him, he gets no 
profits at all, he simply gets the face 
of his policy. 

Q.—I am talking about a man who 
died at such a time and under such 
circumstances that he is entitled to 
profits? A.—Then I say the cost of 
the new business, in a proper system 
of accounting, makes no _ difference 
whatever. 


Q.—Then you would not base what 
he is entitled to in any degree upon 
what your balance sheet shows as avail- 
able surplus? A.—No. 


MR. McLAUGHLIN: Ask him how 
he would base it. 


MR. SHEPLEY: That you say is 
not an element that enters into it at 
allP A.—Not on the particular fig- 
ure given there, because I can tell you 
this. 

Q.—I only use this as an illustra- 
tion; if we are at cross purposes I 
want to get rid of that; I do not want 
to be at cross purposes with you at all. 
Is it true that temporarily at all 
events, and until it is recouped this 
excess of expenditure over revenue in 
respect of new insurance depreciates 
the fund available for profits? A.— 
Well, I cannot answer that yes or no, 
hecause I will have to tell you this, 
that it does not depreciate the sur- 
plus on those policies maturing that 
year. 

Q.—Why? A.—Because it is thrown 
against, theoretically, actually it is 
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not thrown against any particular part 
of it, but theoretically it is thrown 
against that portion of the surplus be- 
longing to policies whose dividend per- 
iods are not up for distribution, are 
not maturing. 


Q.—Then supposing it would not 
affect the profits of any policy matur- 
ing during that year, would it affect 
the profits of any policy maturing 
during the following year? A.—Only 
temporarily, because as those policies 
came up for distribution their surplus 
would be released from any claim on 
account of the cost of the new busi- 
ness. 

Q.—Do you mean to say that when 
a claim comes due according to the 
terms of the policy and is payable 
with profits, do you mean to say that 
you go back over the accounts and 
readjust the profits for that period so 
as to exclude the expenses for new 
insurance? A.—Well, we will have to 


came to this point. 


Q.—Cannot you answer that yes or 
no? A.—I had nothing to do with the 
profits in the Manufacturers Life as 
I can explain if you will let me. 

Q.—Cannot you answer that ques- 
tion? A.—Put it again if you please, 
or if you give me the notes. 

Q.—(The Reporter reads the ques- 
tion.) 

A.—I say that the accounts will 
have been made up from the start 
of that policy and there will be no 
occasion to go back over it and that 
the fund at the credit of that policy 
will be charged with a share only of 
the old business expenses of that year 
and not of the new. At the first year 
when that policy was issued it was 
charged with its share of the expenses 
for that year. 

Q.—You are confining yourself to a 
policy falling due within the very year. 
You do not of course mean to say that 
an overdraft such as I have spoken 
of, $150 to $100— A.—You are ask- 
ing me what we would do with a policy 
maturing in that year. You asked 
me if I could go back over that period 
and adjust the account. 

Q.—(At Mr. Shepley’s request the 
Reporter reads the same question.) I 
am not asking you about a policy mat- 
uring that year, but about a policy 
which matures during the period be- 
fore recoupment of that overdraft? 
A.—You asked me in the first part of 
that question about a policy maturing 
that year, isn’t that the question? 

Q.—No. A.—Then I must confess 
I am unable to understand you sir. 
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Q.—That is my misfortune, but I 
must try to make myself plain, if I 
have not done so already. You have 
said that $150 expended in getting 
$100 of premium on a _ new _ policy 
involves a temporary invasion of some 
other fund? A.—Some surplus fund, 
yes. 

Q.—It must do that, ex necessitate 
rei. Then it will depend on circum- 


stances how long it will be before that - 


will be recouped? A.—yYes, but I 
think we are— 

Q.—Isn’t that right, it will depend 
on circumstances? It may not be 
recouped for five or six or seven years? 
A.—I cannot answer you without mak- 
ing an explanation and that is this, 
where we are at cross purposes is this, 
I don’t intend to say if I did that it 
was placed against any particular por- 
tion of the surplus. 


Q.—Nor did I. A.—But only against 
the surplus as a whole. What I am 
trying to get at is this, that as the 
different policies come up to the end 
of their distribution period and_ pro- 
fits are due and payable, those par- 
ticular policies are not considered to 
be burdened at all with the extra cost 
of the new business. 


Q.—Of the new business of that 
particular year? A.—Yes. 

Q.—That I am not asking you 
about, because the year before there 
was a similar overdraft, I want you 
to suppose, and the year before that 
a similar overdraft, and so on, in the 
year before that a similar overdraft; 
now comes your distribution period, 
what do you do with regard to all 
those? A.—These overdrafts in the 
previous years have of course been 
partly recouped by profits since but 
they are standing in bulk against the 
total surplus. 


Q.—This is a policy which matures 
and is payable with profits before that 
has been completely recouped; does it 
or does it not bear any portion of that 
burden? A.—When it matures. 

Q.—YesP? A.—None whatever. 

Q.—Then if you carry on business 
long enough and your old policyhold- 
ers all die, what will you pay them out 
of? A.—If we carry business on long 
enough and they all die what will we 
pay them out of? 

Q.—Yes? A.—Out of the funds of 
the company of course. 

Q.—Where will you get them if you 
are always settling with these people 
excluding moneys that you have paid 
out and have not got in your pocket? 
A.—But you don’t pay out 150 per 
cent. of your total premium income. 


~I 
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Q.—I am assuming that for the pur- 
pose of illustration. A.—Oh, I see 
what you mean, a company only writ- 
ing business for one year and going out 
of business at the end of the year? 


Q.—No, I don’t mean that at all. . 
I know I am not a very good insur- 
ance man— A.—I am not a= good 
lawyer. 


Q.—But I think I can understand a 
sum in arithmetic. Supposing to-day 
your company gets $100 in premiums 
and it costs your company $150 to do 
it. You have not got $150 in that to 


. pay it with so you must pay $50 of 


that out of some other source and you 
have told me, if I understand you, that 
that must come out of surplus? A.— 
Yes. 

Q.—Out of some other surplus? A. 
2 eS, 


Q.—Some other surplus which in 
some shape or form is available for 
distribution among the policyholders 
entitled to it? A.—Distribution at 
some date. I don’t say that yet. 

Q.—At some time? A.—Yes that is 
right. 

Q.—Now that $50 overdraft will not 
be completely paid back the next 
year if you write a lot of new insur- 
ance at the same ratio of expense will 
it? A.—Well, £ don’t understand 
you sir whether it is one policy or sey- 
eral policies. 

Q.—One policy; simplify it all we 
can. This policy pays $100; now the 
next year it will also pay $100 but it 
will have to bear its ratio of expense? 
A.—Yes, which of course will be very 
much less than $150. 

Q.—What will it be? A.—I cannot 
answer that off hand, say 10 per cent. 

Q.—Is 10 per cent. enough? A.— 
Yes. 

Q.—We will say 10 per cent. A.— 
It will depend on the plan of course. 

Q.—That has realized $90? A.— 
Of the $50? 

Q.—$90 of the $100? A.—Oh, yes. 


Q.—You have only had to expend 
$10? A.—Yes. 

Q.—Now do you take out of that 
$90 theoretically this $50, pay it back 
in other words? A.—You see we don’t 
take those items of $50 out of any 
particular fund, they simply go to 
increase the general surplus, neither 
in theory or in practice, so I cannot 
tell yon that it comes out of that $90. 

Q.—Then we will exclude figures and 
put a concrete case so that we may 
get tocether if we can. IJIsthere a per- 
iod of time during which the surplus 
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—do not think for the moment of the 
destination of the surplus—is there a 
period of time during which the sur- 
plus has been invaded to the extent 
of $50? A.—The general surplus, yes. 

Q.—The general surplus has been 
invaded. I do not know what dis- 
tinction you are making. Something 
which is called the surplus has been 
depleted? A.—Yes. 

Q.—How long may that period be, 
will that depend on circumstances? 
A.—That will depend on the plan of 
insurance and the age, etc. 


Q.—That will depend on circum- 
stances? A.—Yes. 

Q.—May it last 3 or 4 years? A.— 
Yes, it may. Excuse me one minute, 
I don’t mean to say that there will 
be no funds there but it may be 3 or 
4 years before it equals the reserve, 
I understand that is what you mean. 

Q.—After laying aside a reserve, do- 
ing everything you have to do with 
your money, you can make good that 
first year’s premium overdraft. Do 
you follow me so far? A.—Yes, we 
are together now. 

Q.—Then if during that period a 
policy becomes a claim to be paid with 
profits, if at any time during that 
period a policy so becomes a claim, will 
that policy be paid what it would have 
received if that deficit did not exist 
in whole or in part? A.—Yes, because 
it won’t be paid any profits in any 
event but will be paid simply $1,000 
if that is the face of the policy because 
there are no profits payable during 
the first five years. 


Q.—Well, you have not answered 
my question. A.—I am doing the best 
I can Mr. Shepley. 

Q.—I dare say; I am quite willing 
to assume that it is all my fault. You 
have policies that are older than five 
years? A.—Yes, but you spoke of the 
time, the 3 or 4 years during which 
there was an overdraft. 

Q.—I was not talking about insur- 
ance effected during those 3 or 4 years, 
but old policyhoders whose policies 
became claims payable with profits. 
Mr. Dawson suggests to me a form of 
question which, between one actuary 
and another, may solve the difference 
between our minds. Will not those 
who are entitled to these profits re- 
ceive less than they would have but 
for that $50 being taken out? A.—I 
should say no. 

Q.—Then even that does not seem 
to reach the point. 
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MR. McLAUGHLIN: I think if the 
witness would explain how he would 
divide the profits, perhaps that would. 

MR. SHEPLEY: It is half past 
four and perhaps I will be able to 
think out some way by which I can 
get to the mind of the witness. 


(Adjourned to 10.30 a. m., on Thurs- 
day, the 3rd day of May, 1906.) 


NINETEENTH DAY. 
MORNING SESSION. 
Toronto, May 3rd, 1906. 


Examination of Mr. Papps continu- 
ed: 
MR. SHEPLEY: Q.—We were try- 
ing to find out between us when we 
adjourned last night whether or not 
policyholders are affected by large 
first premium costs, by a large ratio 
of expense in respect to first year’s 
premiums, is it fair to say this that 
if the policy in respect to which the 
large ratio of expense has been incur- 
red lapses at the end of the first year, 
at the end of the second year of in- 
surance, that there is a loss in respect 
to that policy? A.—On some plans 
and ages there will be. 

Q.—Then if that policy has lapsed 
there is not any chance of getting it 
back out of that policy? A.—No. 

Q.—That must affect what is avail- 
able for other people entitled to share 
in the profits? A.—Yes. 

Q.—Let me put it another way to 
you, assuming that you are computing 
the profits to which all policies are 
entitled including the policies in re- 
spect to which this large expense ratio 
has been incurred, will the profits so 
treated be affected by the large ex- 
pense ratio? A.—Not all of them, 
some of them will. 

Q.—I pass to another subject, the 
subject of the alteration in the com- 
putation of the reserve; just tell ex- 
actly what you understand the change 
in the law to require of you? A.—As 
T understand it the law is this, it re- 
quires the companies to hold a reserve 
based on a 3} per cent rate of interest 
for all policies issued since first Janu- 
ary, 1900. 

Q.—That is since the Act came into 
force? A.—Yes. It further requires 
that in computing a reserve for a com- 
pany at the end of the year 1909 the 
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reserves to be held for the old poli- 
cies issued before Ist January, 1900, 
shall be computed on a 4 per cent. 
interest basis, and that that same old 
business at the end of the year 1914 
shall be valued on a 33 per cent. inter- 
est. 

Q.—May I suggest this modification 
of your answer and see whether you 
would agree with that, that by the 
Act the company is given until the 
year 1910, or the end of the year 1909, 
to raise its reserve to the 4 per cent. 
basis, and is given until 1915 to raise 
the reserve so as to be upon the 33 
per cent. basis? A.—Yes sir. 

Q.—There is no requirement in the 
statute that you shall wait till the end 
of these two periods before altering 
your reserves? A.—wNo. 

Q.—Before asking what your com- 
pany has done, let me ask you to give 
a statement of what the different kind 
of policies are which your company 
issues? A.—We issue all the regular 
plans of insurance; I will name as 
many as I can. 

Q.—Just name the principal ones, 
those that are what you would call 
standard methods of insurance? A.— 
The whole life policy, payable by an- 
nual payments throughout the whole 
of life, the same policy payable by a 
limited number of payments, and en- 
dowment insurance policies payable 
by premiums throughout the term of 
the endowment, or by a limited num- 
ber of payments. That will cover the 
plans generally. 

Q.—And in respect of all plans there 
are participating and non-participat- 
ing classes? A.—Yes. 

Q.—With respect to the reserve is 
there any difference in the treatment 
of these different classes of policies? 
A.—By my own company, I under- 
stand you to mean? 

Q.—Yes? A.—yYes, to this extent, 
on our life, limited payment life poli- 
cies, we guarantee at the end of 20 
years a cash value in excess of the 
34 per cent. reserve, it is the 3 per 
cent. reserve, and for that reason we 
hold a reserve slightly in excess of 
the ordinary 34 per cent. reserve on 
those policies. 

Q.—As high as a 3 per cent. re- 
serve? A.—It is not quite— 

Q.—It is between 34 and 3? A.— 
Yes, I can explain that fully. 

Q.—Finish your other answer, you 
say it is not quite, because why? A. 
—Instead of holding at 3 per cent. 
reserve we consider the difference be- 
tween 3 and 3} reserve at the end of 
the 20 years as a pure endowment 
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which the policyholder may claim, and 
we hold a 34 per cent. reserve on that 
pure endowment in addition to the 
34 ordinary reserve, so that the entire 
reserve is based on 34 per cent. in- 
terest. 


Q.—You compute a 3} per cent. rate 
of reserve upon the difference between 
3 and 33? <A.—Yes. 


Q.—That you treat as pure endow- 
ment? A.—Yes. 


@.—In respect of all other classes 
your method of arriving at reserves 
is the same? A.—On 33 only. 

Q.—That 34, and there is on allow- 
ance for a pure endowment in respect 
of the others? A.—None whatever. 

Q.—What effect, if any, will the 
alteration in the law with regard to 
reserves have upon the profits avail- 
able to policyholders and to share- 
holders? A.—I will have to take that 
up first in regard to the policyhold- 
ers, and it will depend of course on 
the difference in the plan of distri- 
bution of surplus, for example if the 
policy is a twenty year tontine policy 
the effect of holding any particular 
reserve during the 20 years would have 
no effect on the _ profits , because 
the total funds accumulated for the 
policy during the 20 years depend en- 
tirely on the rate of interest, the rate 
of expense, and rate of mortality ; what 
is not surplus is reserve, and _ vice 
versa, to make up the full fund; at the 
end of the 20 years if the company 
holds a 33 per cent. reserve, and pre- 
sume a policy is to be continued, it 
can pay a certain amount in profits 
in cash to the policyholder, hold the 
31 per cent. reserve for the continu- 
ance of the policy; if instead of doing 
that the company hold 3 per cent. 
reserve it would hold a higher reserve 
and consequently pay a less cash pro- 
fit. 

Q.—You are illustrating that by the 
difference between 34 and 3, the same 
would apply to any difference in the 
rateP A.—Yes. 

Q.—The difference between 43 and 
31 would similarly affect the results? 
A.—Yes. 

Q.—With respect to other forms of 
insurance than the tontine what do 
you say? A.—If we have two poli- 
cies each sharing in dividends each 
five years, one of those policies car- 
ried on 41 per cent. basis and the 
other on 33, it would probably be 
found that the policy with a 43 per 
cent. reserve ‘would receive smaller 
profits at the end of the fifth and at 
the end of the tenth year than a 
policy on a 83, but at the end of the 
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15th and 20th years and thereafter 
the profits on the policy on which a 
3; per cent. reserve was held would 
probably be greater than on the 44, 
that is the difference in the reserve 
affects the time for distributing the 
profits. 

MR. McLAUGHLIN: I think he 
means the other way. 

MR. SHEPLEY: Q.—What I under- 
- stand you to say is, see if I have got 
that correctly, that there is a differ- 
ence in favor of maintaining the old 
rate for the first 5 years? A.—Yes. 

Q.—That after that the difference 
is in favor of the altered rate? A.— 
After the tenth year. 

Q.—What between the 5th and 10th? 
A.—At the end of the 5th and at the 
end of the 10th the higher profits 
could be paid where the 4 reserve 
was held. 

Q.—You are taking distribution per- 
iods? A.—Yes. 

Q.—In respect to those periods the 
advantage is with the old rate? A. 
—Yes. 

Q.—That is an alteration in the 
rate during those periods is tv the 
disadvantage of the policyholder? A. 
—Temporarily. 

Q.—During those periods? <A.— 
Yes. 

Q.—After that you say the main- 
tenance of the reserve itself brings 
about an equilibrium? A.—Yes. 

Q.—What has your company done 
since the Act was passed in respect of 
business written before the Act came 
into force in this regard, in regard to 
the reserve? A.—There has been 
practically no change in the reserve, 
there has been a slight change. 

Q.—I would lke you to tell us what 
you mean? A.—Policies issued on the 
tontine plan where their dividend per- 
iod has matured in the last few years 
we have given the policyholder the 
option of continuing his policy leaving 
the 33 per cent. reserve with the com- 
pany, and taking the balance in cash, 
or taking his total cash value if he 
wishes to do so, and where the policy- 
holder has elected to leave a 34 per 
cent. reserve standing at his credit we 
have held a 3% per cent. reserve on 
those old policies. 

Q.—Has there been any substantial 
amount of insurance that has been 
treated in that way? A.—No, a small 
amount only. 

Q.—It is only to that extent that 
you have in respect of the old busi- 
ness, I mean of course the business 
written before 1900, in respect of the 
old business you have affected the 
thing one way or the other? A.—Yes. 
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Q.—What preparations are you mak- 
ing, if you are making any, for the 


. alteration which you are bound to 


bring about at the end of the year 
1909, and the further alteration you 
are bound to bring about at the end 
of 1914? A.—We have made no defin- 
ite provision. We 

Q.—Have you made any definite or 
otherwise? A.—Except in so far that 
our surplus is increasing. 

Q.—That is not the result of your 
consciously doing something in view of 
what the law provides? A.—No. 

Q.—What you have said to me as 
to the method of treatment you have 
adopted with regard to old business 
involves this, does it not, that in res- 
pect of all tontine dividends falling 
due and becoming payable now and 
probably since 1900 they have been 
diminished by using a 3% per cent. 
reserve? A.—That is the present prac- 
tice; that plan was not in force in 
1900. ; 

Q.—Since the plan has been in 
force it would have that effect? A.— 
Yes. 

Q.—First I want to go with you 
very briefly over the terms.of your 
charter, the rights to profits between 
shareholders and _ policyholders are 
provided for by section 16 of the Act 
of 1901? A.—Yes. 

Q.—(Reads from charter) ‘‘The dir- 
ectors may pay all expenses in con- 
nection with this Act and the propos- 
ed agreement and the carrying out 
thereof, and in addition to any other 
powers exercised by them the direct- 
ors. 

(A) May set apart from time to 
time at their discretion such portion 
of the net profits as they deem safe 
and proper for distribution as divi- 
dends or bonuses to shareholders and 
holders of participating policies, as- 
certaining the part thereof which has 
been derived from participating poli- 
cies in the Temperance section, and 
the part thereof which has been de- 
rived from participating policies in 
any other section or sections, and 
distinguishing such parts from the 
profits derived from other sources’’— 
you followed that? A.—Yes. 

Q.—The directors are authorized to 
ascertain the part of the net profits 
which they deem safe and proper to 
be distributed the part of that derived 
from participating policies in the 
temperance section—that is one por- 
tion of the fund to be distributed ? 
A.—Yes. 

Q.—That is an ascertainment of 
how much of that fund has been actual- 
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ly derived from those policies? A.— 
Yes. 


Q.—That is the way you treat that? 
A.—Yes, that is the way I am doing. 


Q.—That is your construction of 
she statute? A.—Yes. 


Q.—And then another part is to be 
ascertaned by findng out what was 
actually derived from participating 
policies in other sections? A.—Yes. 


Q.—How many other sections are 
there? A.—There is the general sec- 
tion, there is the non-participating 
section, and you may even consider 
she amount standing to the credit of 
the shareholders as another. 


Q.—‘‘And the part thereof which 
has been derived from participating 
policies in any other section or sec- 
tions ;’? what participating policies in 
other sections are there, what other 
sections, just the general? A.—Those 
are the only two that I think that is 
intended to cover. 


Q.—That is the temperance and the 
general sectionsP A.—Yes. 

Q.—Those parts are to be distin- 
guished from profits derived from 
other sources; from what _ other 
sources are profits derived—you have 
told me I think, from non-participat- 
ing policies? A.—Yes, and I suppose 
that is about all that that is. 

Q.—It goes on to provide that the 
holders of participating policies in 
the temperance section shall be en- 
titled to share in that portion of the 
orofits so set apart which has been so 
listinguished as having been derived 
‘rom participating policies in the tem- 
perance section to the extent of not 
less than 90 per cent thereof; and 
then similarly the holders of partici- 
pating policies in the other sections 
are to be entitled to share to the ex- 
tent similarly of 90 per cent? A.— 
Yes. 

Q.—In respect to profits of partici- 
pating policies in both sections your 
construction of the Act is that 90 
per cent after they have been ascer- 
tained goes to the policyholders, and 
what about the other tenP A.— 
It belongs to the shareholders. 

Q.—With respect to profits upon 
non-participating policies what is your 
construction ? A.—They go to the 
shareholders. 

Q.—That is the way you construe 
the Act? A.—Yes. 

Q.—Mr. McLaughlin asked me to 
ask whether there is not another source 
of profit that you have omitted to 


Manufacturers’ Life (Papps Ex’d) 


mention? A.—It depends what the 
word profit covers. 

Q.—What Mr. McLaughlin suggests 
is that the capital stock itself may be 
earning profits? A.—I look at it this 
way, that the capital stock is earning 
dividends, and it is impossible, it 
seems to me, to call the interest earn- 
ings of the capital stock profits, be- 
cause it is not necessary, as in the 
case of policyholders. there should be 
a certain rate of interest earned for 
them, so that we could say the excess 
interest rates earned was profits. 

Q.—This paper which I show you 
is headed ‘‘Estimated surplus, actual 
results per thousand dollars insured, 
tontine policies, estimates used from 
1887 to 1894’’—this is the old Manu- 
facturers’ and then another sec- 
tion, ‘‘Estimates used from .1894 to 
1896.’ This paper has been compiled 
from your own estimate book so far 
as it gives estimates? A.—Yes. 

Q.—I would like you to look at it 
and see whether you would agree with 
it—you understand it? A.—Yes; I 
presume it is right, though I have 
never really paid much attention to 
those. 

Q.—Assume then it has been correct- 
ly compiled; estimates used from 1887 
to 1904 are divided into ten payment 
life, a period of ten years; ten year 
endowment, period of ten years; life, 
period 15 years; twenty payment life, 
fifteen; fifteen payment life, 15; 
twenty year endowment, 15; fifteen 
year endowment, 15. Then I see at 
the age of 25, the estimate in respect 
of the ten payment life at a period 
of 10 years was $96, according to the 
literature of your company; the 
actual result is said to have been 
$55; you recognize that, do you— 
would your understanding of the sub- 
ject bear that out? A.—Yes, I think 
so. 

Q.—I will just run over these very 
briefly so that they may appear in the 
record. These are for the age of 25: 


Estimate ..... $ 96 result . 55 
do 108 


Pika te Nik 161 

APCIAN I. teres 910+) do’ F138 
CLO eee: 944 do (154 
TOM (aac: *349 do 153 
CO wth a +476 do 187 


At the age of 35: 


Estimate . Canoe result ve (about) 
do . 268 do 
do wis BOS en ao ae 
do Poko Pe eben ms Cope ian Rats) 
do We UG we Oat Loe 


*(20 year endowment.) 


+(15 year endowment.) 
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At the age of 45: 
Estimate ....$224 result $ 82 (about) 
149 


do Re Akete st tea Ae hK 

do Eat Ola LON Md Cho 
do St a0 Bed ure nba 
do tres 200 On et Ges 
do Pre OO Ore aL oS 


At the age of 55 the discrepancy is 
still more marked: 

Estimate ..... $279 result $ 90 

OTH, eanee 604 do 190 
fo ha aly (Ul Pie CO TAGt ae Loe 

Then taking the estimates used 
from 1894 to 1896, at the age of 25: 

Estimate ..... $111 result $ 47 

CLG eee TAP eo 79 
At the age of 35: 

Estimate ...124 do 60 
And do ...155 do 80 
At the age of 45: 

Estimate ..... $157 do 82 
At the age of 55: 

Estimate ..... $181 do 105 (about) 

Do you attach any significance as 
an insurance man to the results 
obtained under the former estimates 
when the second set of estimates are 
being prepared, or in other words do 
you look to the result you have had 
under the previous’ estimates—of 
course you did not do this vourself? 
A.—WNo. 

Q.—When preparing estimates tor 
succeeding period? A.—I should say 
so, certainly. 

Q.—That would be sound practice? 
A.—Yes. 

Q.—It would be imprudent not to? 
A.—Yes. 

().—The next I have is a _ similar 
estimated and actual surplus per 
thousand dollars insured in respect 
of the Temperance & General. These 
are the estimates used between 1890 
and 1894. The plans are 10, 15 and 
20 year endowment, and 10, 15 and 
20 year semi-endowment—what does 
semi-endowment mean? A.--That means 
a policy issued, take the 20 year 
semi-endowment, it would carry an 
insurance say of $1000 during the 20 
years, and at the end of the 20 years 
instead of promising the $1000 promise 
half that amount, $500, and the prem- 
ium correspondingly lower. 

Q.—And the other $500 carried as 
an insurance? A.—wNo sir. 

Q.—It means you only get one half 
of the sum insured? A.—Yes. 

Q.—And your premium is_ lower? 
A.—Yes. 

Q.—The results that are worked out 
in this table are as to the ten year 
endowment at the age 25, as to the 14 
year endowment at the same age, and 
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as to the 15 year semi-endowment at 
the same age. The figures are: 
Estimate ..... $195 result $ 45 

do ay ea 323 do 185 (about) 

dois dee 286 do 125 (about) 


These estimates and these results 
were I suppose open to your amal- 
gamated company when they took 
over the business and put out estim- 
ates? A.—I don’t know anything 
about that. 

Q.—If you had been there you would 
have been able to find it? A.—Yes. 

Q.—And it would have been proper 
practice to find it? A.—I would not 
care to say yes or no to that. 

Q.—Would it be your practice? A. 
—The question of amalgamation has 
never come up in my experience so 
that I could not say whether I might 
or might not ask for it. 

Q.—! am assuming that you are 
about in the amalgamated to put out 
estimates for the purpose of attract- 
ing business? A.—Yes. 

Q.—That is plain, of course? A.— 
Yes. 

Q.—What I ask is whether it would 
be good practice to ignore the results 
that were shown in respect of the 
policies of the two companies whose 
records were accessible? A.—No. 

Q.—The third sheet is a little dif- 
ferent, it is intended to show that 
the tontine estimates of surplus for a 
term of 20 years per thousand insured 
have been steadily declining in the 
literature of the company? A.—Yes. 

-Q.—For instance take the book 
used from 1887 to 1894, then the next 
book used from 1894 to 1896, the next 
book 1896 to 1900, and the last book 
of all, the book on which your com- 
pany is now working? A.—Yes. 

Q.—Let us see how those have 
declined. Your estimates—I mean by 
that the company’s estimates—the life 
plan has declined from $340 in the 
first book to $284 in the second, $269 
in the third and $193 in the fourth; 
that is whereas the original estimate 
was $340 now it has gone down to 
$193. In respect of the 20 payment 
life there has been a similar decline, 
$475 in the first estimate, $392 in the 
second, $355 in the third, and $251 in 
the fourth, or a decline from $475 to 
$251. 

Q.—The twenty year endowment the 
change is still more marked; $815 in 
the first, $523 in the second, no 
change in the third. but in the fourth 
reduced to $368. Take age 35, the 
life policy. $478 in the first, $378 in 
the second, $362 in the third, and, 
$238 in the fourth. Twenty payment 
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life declined from $619 to $452, to 
$417 and to $293; the 20 year endow- 
ment $893, $537, $537, and $377. 
Age 45 life, $779, $510, $497, $318. 
twenty payment life $922, $543, $513, 
$355. Twenty endowment $1124, 
$577, $577, $400. Age 55 life policy 
$1682, $732, $721, $448. Twenty pay- 
ment life $1813, $726, there is a 
blank for the third period, and then 
for the fourth period $464, or a 
decline from $1813 to present estimate 
$464. 

That would indicate that in pre- 
paring the literature for the amalgam- 
ated company some attention had 
been paid to the experience of the two 
companies that came in, or it may 
indicate that? A.—It may indicate 
that. 

Q.—You have not matured any of 
the twenty year tontine period poli- 
cies, and therefore there is no actual 
results yet to be found as to those? 
A.—No. 

Q.—Are you able to say whether or 
not in your opinion there will be sim- 
ilar results in respect of that species 
of insurance as compared with the 
estimates? A.—Yes, in my experience 
I say so, certainly. 

Q.—That the results will be similar? 
An--Yes. 

Q.—When does your first tontine 20 
year policy mature, do you know? A. 
—I think it matures in 1907.. 

Q.—I suppose it is not too much to 
say that insurance is influenced, or 
the insuring public, those who may be 
expected to take out life policies are 
influenced by the estimates which 
appear in this sort of literature, 
otherwise of course it would not be 
circulated? A.—It would not be 
issued. 

Q.—That is the intention of it, and 
that is the effect of it? A.—Yes. 

Q.—Before asking the next question 
in order I want to appear to deviate 
for a moment to ask vou this question, 
have you reasons satisfactory to your- 
self to assign for the great difference 
between estimate and experience? A. 
—I gave some reasons yesterday in 
my evidence on that point. 

Q.—If you do not mind I would like 
you to state them again in this con- 
nection? A.—What I mentioned was 
the fall in the rate of interest since 
the time the estimates were put out, 
and the fact tht the whole of the fall 
in the rate of. interest came against 
what we may call the profit por- 
tion of that interest. Another rea- 
son I gave was that in my opinion 
the rate of surrender and lapse which 
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was probably taken into account in 
calculating the old estimates was con- 
siderably more than experience proved 
to be the case, as these tontine poli- 
cies had undoubtedly helped to keep 
the business in force. 

Q:—Made policy holders more per- 
sistent? A.—yYes. 

Q.—Was there any other reason to 
assign? A.—I think I said this, that 
there might be some fall on account of 
increase in expense. 

Q.—Then we have those assigned at 
this spot; are you familiar with the 
investigation that recently took place 
in the State of New York, with the 
course of that investigation and with 
its results? A.—Only partially so. 

Q.—Do you know whether. or not 
as the result of that investigation 
legislation has been introduced upon 
this very subject that we are discuss- 
ing? A.—I must confess though I have 
read something about the proposed 
legislation I am not aware as to how 
that legislation finally went through. 
T believe some legislation has been 
passed, but I do not know what 
amendments went through before it 
finally became law. 

Q.—This is a paragraph which I 
will read to you in the legislation in- 
troduced : ; 

‘(No life insurance corporation doing 
business in this State, and no officer, 
director or agent thereof, shall issue 
or circulate, or cause or permit to be 
issued or circulated any estimate, il- 
lustration, circular or statement of 
any sort misrepresenting the terms of 
any policy issued by it or the benefits 
or advantages promised thereby, or 
the dividends or share of surplus to 
be received thereon, or shall use any 
name or title of any policy or class of 
policies misrepresenting the true na- 
ture thereof. Any violation of this 
section shall constitute a misdemean- 
or’’—did you know of that section? 
A.—I don’t think I did. 

Q.—I want to ask you whether leg- 
islation of that sort would in your 
view as an insurance man afford any 
remedy to the public in respect of mat- 
ters that we are speaking about? A. 
—yYes, I think it would. 

Q.—In the first place it would make 
those who get up the literature more 
careful ? Ait wouldu | rhhinisorr 
some cases. 

Q.—That would depend upon the 
personality of thé man? A.—Yes. 

Q.—You think that legislation in 
that direction might afford some rem- 
edy? A.—Yes. 

Q.—Now with respect to the present 
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condition of affairs in insurance mat- 
ters, does not the present condition 
make towards stability as compared 
with the conditions under which these 
estimates were made? A.—I don’t 
understand that sir. 

Q.—You had indicated to me very 
clearly the reasons which in your view 
account for or partially account for 
the extraordinary differences—I should 
not say extraordinary—but the marked 
differences between estimates and re- 
sults in the past, and among those 
you have spoken of the fall in the rate 
of interest. Now what I am asking 
you is whether present conditions do 
not rather make towards stability as 
compared with the conditions under 
which these estimates were made? A. 
Yes, I should say so. 

Q.—And estimates upon which busi- 
ness is now solicited ought to be for 
that reason much more likely to be 
realized? That follows does it notP 
A.—Do you mean to say much more 
likely to be realized than we know 
now of the old estimates, or what was 
thought of the old estimates then? 

Q.—Oh no, what we now know of 
the old estimates? A.—Certainly. 

Q.—It may be that conditions were 
thought to be stable when those other 
estimates were made but at all events 
you think the present conditions more 
stable than those conditions were? 


At=2 Yes: 


Q.—What do you know about the 
practice in British insurance compan- 
ies with respect to this question, tRe 
practice and the results? A.—I know 
in a general way what I have heard 
on the subject. 

Q.—That is part of the stock of in- 
surance knowledge which qualifies you 
to be as you are, an admirable ac- 
tuary. Tell me what you understand 
about that in’ Great Britain? A.— 
Well in Great Britain the majority of 
the companies divide their profits on 
what is called, what wein this country 
know as the quinquennial distribution 
basis. That is, proflts are declared at 
the end of every five years. In some 
cases at the end of every three or 
seven, but usually at the end of every 
five years. And the Tontine business 
as it is known, or deferred dividend 
business, was not in the majority of 
cases in use, although I believe now 
some of the companies are doing that 
class of business. 3 

Q.—Well, is that all you were go- 
ing to say about it? A.—I don’t know 
just what? 

Q.—Do you know for instance the 
methods that are adopted in British 
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Insurance companies for the purpose 
of forecasting the results that may 
be anticipated? A.—I don’t think 
that is the general practice. 

Q.— What? A.—Of making any 
estimates. 

Q.—You do not think it is the prac- 
tice to make estimates? A.—WNo. 

Q.—Have you any information upon 
the subject? A.—Well, in any litera- 
ture I have seen of British offices they 
usually published the results of what 
their bonus has been in the past. It 
is usually a uniform reversionary 
bonus, and I think in any literature 
I have seen that I remember now, I 
have seen the results that have been 
arrived at in the past, but I cannot 
remember now having seen any fore- 
casts. 

Q.—Would it be possible in making 
an estimate for the future to revise, 
in the light of experience and other- 
wise the estimate as to actual mortal- 
ity, so as to make your actual mortal- 
ity more closely conform to the esti- 
mated mortality? A.—By means of 
selected tables. 

Q.—If you can get actual mortality 
introduced as against estimated mor- 
tality, actual interest and expenses 
as against estimated interest and ex- 
penses of course this discrepancy 
would disappear, substantially it would 
disappear? A.—Yes. 

Q.—In Great Britain are invest- 
ment conditions more to be depended 
upon than they are here? A.—That 
is a subject I have not studied at all, 
the investments either here or there. 

Q.—Do you know whether or not 
the premiums which are fixed by the 
British Companies, are fixed with a 
view to providing for a certain rate 
of interest or a certain rate of divi- 
dend _I mean; ‘or bonus? "Ain 
many cases I think they are. 

Q.—Could that be done here? A.— 
Yes, it could be done. 

Q.—How would you set about it 
if you were going to do it for the 
Manufacturers? A.—It would be 3 
non-participating policy if you guar- 
anteed the dividends. 

Q.—I am not asking about a guar- 


-antee, but asking you for such an 


estimate, the fixing of such a prem- 
ium as will bring about a bonus or 
dividend? A.—Well, I could work 
out a formula to produce that. 

Q.—Why do you say that would 
make it a non-participating policy? 
A.—Because I misunderstood your 
first question. 

Q.—Now Mr. Papps, to make this 
intelligible I refer to the circular of 
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questions which were sent. Under 
the heading ‘‘Profits’’? these two ques- 
tions were asked, ‘‘7. Furnish state- 
ment showing the proportion of profits 
allocated to policyholders, maintain- 
ing the distinction between the dif- 
ferent classes of insurance.’’ And the 
8th was ‘‘Produce and explain in de- 
tail the calculation, whether actuarial 
or otherwise, upon which the alloca- 
tion of such profits were made, main- 
taining the same distinction,’’ The 
paper that I have in my hand is the 
answer given by the Manufacturers 
to those two questions. Did you pre- 
pare thisP A.—Yes. 

Q.—And you are therefore of course 
familiar with the topics with which it 
dealsP A.—Yes. 

Q.—Although this document will be 
filed I would like this made a part of 
the record. You first say, ‘‘Questions 
7 and 8 can best be answered to- 
gether, as a full description as called 
for by question 8 will answer question 
7. When this company took over the 
business of the Temperance and Gen- 
eral, and the old Manufacturers’ Life 
in 1901, a separate plan of paying 
profits was in use by each company. 
Since that time this company has con- 
tinued to pay profits on the old busi- 
ness which participated in profits each 
five years, on the same basis as the 
old companies enployed.’’ Now see 
if I understand what that means. In 
respect of the old business that parti- 
cipated in profits quinquennially, that 
plan has been maintained by your 
present company? A.—Yes. 

Q.—That is what that answer means. 
- Then you proceed: ‘‘The Temperance 
and General started business in the 
year 1886, but no profits were paid 
antil the year 1895. The attached 
ist marked A shows the profits paid 
yn life and limited payment life poli- 
cles issued on the five year distribu- 
tion plan. The foot note to the sheet 
shows the adjustment necessary to ar- 
rive at the profits paid to endowment 
policies.’ You might just look at 
that, although I do not know that I 
am going to give you very much 
trouble about it, perhaps none at all. 
Now see if I grasp the significance of 
this paper. It is headed ‘‘Reductions 
for five years.’?’ That means reduc- 
tions in the premium to be paid? A. 
—Yes. 

Q.—‘‘Reductions for five years be- 
ginning with premiums due in Jan- 
uary, 1895, or policies issued at ages 
and years as indicated below.”’ ‘‘Gen- 
eral section, the profits are in all cases 
three-fourths of those in the Tem- 
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perance section.”’ That is rule of 
thumb is it not? It may be approxi- 
mately accurate? A.—I don’t know 
how that was arrived at at all. 

Q.—You have said the profits are in 
all cases three-quarters of those in the 
temperance section. That I suppose 
is correct? A.—That is what was 
paid. 

Q.—Then was not paying that, rule 
of thumb and nothing more? A.—I 
cannot answer that because I have no 
knowledge of it whatever. 


Q.—I won’t press you for an answer 
to that if you would rather not. Per- 
haps we can answer that ourselves. 
“The profits were in all cases taken 
as temporary reductions, the option 
of single cash payments of bonus addi- 
tions not being submitted to the in- 
sured.’’ If I understand that 4t 
means that the only way in which pro- 
fits were allocated at all was by way 
of reduction of premiums? A.—Yes, 
I might explain that. As I under- 
stand it it was this, in declaring pro- 
fits the insured were not notified that 
they could get the cash value but I 
understand in some cases they did 
take a single cash payment in lieu of 
that reduction. 


Q.—That would be a matter of con- 
tract at the time? A.—I presume so. 

Q.—It was not provided for in the 
policy? A.—I think not. 

Q.—Then you hav® given us a 
table of the amount of the temporary 
reductions on ordinary life policies, 
and limited payment life policies, and 
I do not trouble about that. “For 
the endowment policies’? you say, 
‘take the temporary reduction on the 
life or limited life according to the 
respective section, and add the follow- 
ing percentages : 

30 year endowment 5 per cent., 

25 year endowment 74 per cent., 

20 year endowment 10 per cent., 

15 year endowment 123 per cent., 

10 year endowment 15 per cent.’’ 

Now then to go back to’ your an- 
swer, you say, ‘‘the attached list 
shows the profits paid.’?’ That means 
of course the temporory reduction in 
premiums. ‘‘The foot-note shows the 
adjustments necessary to show the 
profits paid to endowment policies.’’ 
Perhaps I had better not ask you 
again whether the adjustments made 
for endowment policies were scientific. 
or whether they were just approxi- 
mate? A.—Well, I really cannot an- 
swer that. 

Q.—Would you go about it in that 
way by fixing a percentage? A.— 
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Not unless the percentage happened to 
figure out the correct thing. 

Q.—You would get to the correct re- 
sult, percentage or no percentage? 
A.—Yes, that is my idea. 

Q.—‘‘The Temperance and General 
continued to pay profits on this scale, 
and at subsequent five year distribu- 
tion periods declared the same reduc- 
tion of premiums for the next ensuing 
term of five years as for the previous 
term.’”’?’ What about that? A.—As I 
understand it, it was simply this: 
having once fixed «the scale they nei- 
ther increased nor decreased it at the 
next five year period. 

Q.—They did not modify it in view 
of the actual result of their operations ? 
A.—Not that I can find. 

Q.—‘‘The fact that the amount of 
the premium reduction was the same 
has led some policyholders to believe 
that but one declaration has been 
made. This is not the case, as the 
amount of profits declared at any one 
time is used up at the end of every 
five years.’? A.—We have letters from 
some policyholders who were under 
that misapprehension. That is why 
I put that in. 

Q.—What you say is that when by 
way of temporary reduction of prem- 
iums profits are declared, they are 
profits which will in that method of 
applying them to the reduction of 
premiums, work themselves out at 
the end of five years? A.—Yes. 

Q.—And then a further declaration 
of profits must be made. I gather that 
you mean to say that the present com- 
pany is treating these policies in the 
same wayP A.—Yes. 

Q.—Right down to the present 
time? A.—Yes. 

Q.—In other words you are follow- 
ing out the methods in that respect 
of the Temperance and General? A. 
—Yes 

Q.—Then you go on and say, ‘‘there 
are no records to show who is respon- 
sible for calculating these profits, or 
what method was employed. The old 
Manufacturers started business in the 
year 1887, and shortly afterwards Mr. 
David Parks Fackler, of New York, 
became the consulting actuary of the 
company. When the time arrived to 
pay five year profits on any policy the 
company sent particulars of the policy 
to Mr. Fackler, and he furnished the 
company with a_ statement of the 
amount to be paid. Mr. Fackler con- 
tinued as consulting actuary until the 
year 1899.”’ These are facts which 
you have ascertained by inquiry of 
ecourseP A.—Yes. 
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0.2. Asetar as the records of the 
company show there is nothing to in- 
dicate in what way Mr. Fackler ar- 
rived at the amount of profits which 
should be paid. From a comparison 
of the profits allowed on various poli- 
cies the scale shown in the attached 
lists marked B was arrived at. This 
shows the profits to be a temporary re- 
duction of the premiums payable 
during the next succeeding five years, 
the reduction being a certain percent- 
age of the premiums.’’ Does that in- 
dicate that in respect of these policies 
also the profits declared were applied 
in reductron of premiums exclusively ? 
A.—They were calculated in that way, 
but the policyholder was, I think, 
notified, that he had the option of 
taking either the cash value of these 
profits or an equivalent addition to 
the amount of his insurance. 

Q.—Can you recollect whether that 
was a privilege that he was entitled 
to by virtue of the original contract, 
or whether it was something which 
was then put before him as an option? 
A.—I don’t know. 

Q.—Then we will look at table B 
and we get on the five year distribu- 
tion of the old Manufacturers for the 
first quinquennium the following re- 
sult. The first quinquennium would 
arrive at the end of five years, then 
there would be under the terms of the 
policy a right to distribution of gro- 
fits? A.—Yes. 

Q.—And then those profits would 
be apportioned by way of relieving 
the amount to be paid upon the prem- 
iumP A.—Yes. 

Q.—For the ensuing five years only? 
A.—Yes. 

Q.—Then the temporary reductions 
to be applied from the 6th to the 10th 
year were, you have ascertained, as 
follows: 

‘‘Whole life policies 124 per cent.”’ 

“Life 20,’’ that means 20 payment 
life? A.—Yes. 

Q.—All 11 per cent. Life 15 pay- 
ment, 10 per cent., 

Life 10 payment, 83 per cent., 

10 year endowment 7 per cent., 

15 year endowment 8 per cent., 

20 year endowment 9 per cent., 

25 year endowment 10 per cent., 

30 year endowment 11 per cent., 

35 year endowment 11 per cent., 

Now before going to the second 
quinquennium, let me ask you, as I 
have before with respect to other 
matters, whether that would be your 
way of fixing profits A.—No, that 
would not. 

Q.—That indicates a mechanical 
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process, and not a mathematical pro- 
cess does it not? A.—Unless_ the 
mechanical happens to equal the mathe- 
matical. 

Q.—Is it likely? A.—I don’t think 
SO. 

Q.—Well, I don’t either, if my opin- 
ion is of any value. Then the second 
quinquennium would be at the end of 
the tenth year. That would be 
another right to a distribution of pro- 
fits. And that again when ascertain- 
ed would in theory at all events be 
applied in reducing the premiums 
from the 10th-to the 15th year? A.— 
The llth to the 15th. 


Q.—The llth to the 15th, you are 
quite right. Then you have ascer- 
tained that the percentages 1n re- 
spect of the same classes are as fol- 
lows: 

‘‘Whole life 17.7 per cent., 

20 payment life 14 per cent., 

15 payment life 12 per cent., 

10 year endowment 8.6 per cent., 

15 year endowment 10.3 per cent., 

20 year endowment 12 per cent., 

25 year endowment 13.7 per cent., es 

30 year endowment 15.4 per cent. 

The 35 year endowment has disap- 
peared there; how is that: A.—The 
only explanation I can give is that 
no 35 year endowment reached the end 
of the second quinquennium. 


Q.—And I see also that the ten pay- 
ment life disappeared. Is the same 
reason given for that? A.—The policy 
would be paid up at that time. __ 

Q.—If the policy reached the third 
quinquennium, that is the end of the 
15th year, then there would be no de- 
claration? A.—Yes. 

Q@.—And you have ascertained that 
in respect of the third quinquennium 
that the same percentages were used 
as in the second? A.—Yes. SUT 

Q.—Is there any scientific justifi- 
cation for that? A.—I cannot say 
positively, but my own opinion is that 
as you will notice the percentages are 
smaller in the first quinquennium, and 
that is presumably to make an allow- 
ance for the fact that in the early 
years of these policies there was the 
expense of getting the business in the 
first year, and the expense would be 
higher in that year than in the later 
years. 

Q.—Why should there be no dis- 
tinction between the second and third 
quinguennium? A.—TI presume it was 
assumed that the profits in the third 
would be about the same as in the 
second. : 

Q.—Again I ask you, is that in your 
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view scientific? A.—No, I should say 
not. 

Q.—And is that the way in which 
these policies are being treated now 
by the Manufacturers? A.—Yes. 

Q.—They are being treated in the 
Same way, the same percentages? A. 
—The same percentages. 

Q.—Everything in the same way. 
Then your answer proceeds, ‘‘There is 
very little to show who is responsible 
for the profits by the old Manufac- 
turers Life on ten year Tontine poli- 
cies, but Mr. Fackler was consulting 
actuary at the time the first ten year 
Tontine policies matured, and very 
few policies were issued on this plan, 
but the profits paid, expressed as a 
percentage of the annual premium, 
are shown in the list marked OC.’ 

Now I will read what you say about 
that before going over to the list 
marked C. ‘‘The list shows that since 
1901 any ten year Tontine policies 
issued by the Temperance and Gen- 
eral in the temperance section have 
been credited with the same profits 
as similar policies issued by the Manu- 
facturers. For policies issued in the 
general section the profits have been 
10 per cent less. Owing to the favor- 
able rate of mortality experienced on 
foreign business and the ample prem- 
iums received, the profits paid on 10 
year Tontines have been a higher per- 
centage of the premiums than for 
home business. The ten year Tontines 
which have matured have been issued 
altogether in the West Indies, and 
vicinity, where the mortality has been 
most favorable.’’ Before turning to 
the tables, you find that in respect of 
profits on the old Manufacturers’ Life 
10 year Tontines, the profits that have 
been paid may be, according to the 
practice that was adopted, expressed 
as a percentage of the annual prem- 
ium? A.—Yes. I cannot say that 
they were arrived at in that way. 

Q.—But you find that they may be 
So expressed nowP A.—Yes. 

Q.—Then you also find that since 
the taking over of the old business, 
the ten year Tontines issued by the 
Temperance and General in the Tem- 
perance section have been credited 
with the same profits as similar poli- 
cles issued by the Manufacturers, 
while policies issued in the general 
section have been receiving 10 per 
cent. less? A.—Yes. 

Q.—Now if I understand that, it 
means that whereas the Temperance 
and General before the amalgamation 
were issuing two classes of policies, or 
policies in two. sections, one to 


438 ROYAL COMMISSION ON 


19th day, May 38rd, 1906. 


abstainers and one to those 
who were not abstainers, and 
whereas the Manufacturers before the 
amalgamation was issuing general 
policies, you find now that profits as 
between the abstainers and the old 
Manufacturers—that the policies are 
being paid the same profits? A.—On 
these particular classes of policies. 

Q.—I say as to those ten year Ton- 
tines? A.—Yes, that is right. 

Q.—Do you explain why that was 
done? Is not the mortality in res- 
pect of the abstainers markedly favor- 
able? -A.—Yes: 

Q.—As compared with the mortality 
in respect of the Manufacturers’ gen- 
eral policy? A.—The Manufacturers 
have no general policies, they were all 
grouped together. 

Q.—I mean the policies issued by 
the Manufacturers? A.—I have no 
data as to that. 

Q.-—You are not able to say upon 
what table or expectation of mortality 
the old Manufacturers policies were 
issued? A.—Oh yes. 

Q.—Then how does the mortality in 
respect of abstainers compare with 
that mortality? A.—It is much 
more favorable I believe. 

Q.—Then is not the abstainer, by 
virtue of his contract, entitled to be 
treated upon more favorable terms as 
to profits by reason of that advan- 
tageous mortality? A.—Then the gen- 
eral section, yes. 

Q.—Now we will turn to the table 
marked C. ‘‘Ten year Tontine Manu- 
facturers’ Life 1.438 of the annual 
premium equals cash profits.’? What 
does that mean exactly? A.—As I 
understand it, 1.43 of the gross prem- 
ium paid would pay the amount of 
the ten year Tontine profits on that 
policy. 

Q.—Then 10 payment life 1.25 of 
the annual premium? A.—Yes. 

Q.—15 payment life 1.3 of the 
annual premium? A.—Yes. 

Q.—20 payment life not calculated. 
10 year endowment .83 of the annual 
premium is equal to the cash profits, 
and the other endowments are not cal- 
culated. A.—I might say that that 
percentage there should be 143 per 
cent. really. That  ‘‘percentage’’ 
should be taken out. It is 1.43 times 
the annual premium. The _ steno- 
grapher made a mistake. 

Q.—It you would strike out the 
word ‘‘per cent. »» where it occurs 
there, it is 143 to every 100 of prem- 
ium? A.—Yes. 

Q.—Then in the Temperance § and 
General. since amalgamation, on Tem- 
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perance policies the same percentages 

as those we have just spoken of, while 

for policies in the general section you 

oe 10:per. cent. Fors that ry VAL 
es 

Q.—Why 10 per cent.? You don’t 
know? A.—I don’t know. I have no 
personal knowledge of that. 

MR. McLAUGHLIN: He may be 
able to answer that question from his 
general information that he has 
arrived at, the same as a good many 
other questions he has been, asked and 
given his opinion from his general 
knowledge. 

MR. SHEPLEY: If you _ have 
information upon the’ subject, Mr. 
Papps, of course we desire that? A. 
—I have no definite information. My 
understanding of it is this, that at 
the time those ten year Tontine poli- 
cies in the Temperance and General 
came up for distribution I  under- 
stand there were very few of them, it 
was I understand assumed that the 
Temperance section’ policies’—sin 
the Temperance and General 
would have earned about the 
same profits as the general section 
policies—or, I beg your pardon, as all 
the policies together in the single sec- 
tion in the Manufacturers; and that 
the general section in the Temperance 
and General would be slightly less. 
Just the various reasons for that I 
don’t know. One point I think I 
should explain; I may have made a 
mistake in my evidence a minute or 
two ago. The mortality in the Tem- 
perance policies is considerably less 
than the mortality in the table which 
you were referring to on which the 
Manufacturing policy rates were cal- 
culated, but I presume the mortality 
of the Manufacturers as a whole was 
considerably less than that table as 
well. I don’t think I made that plain. 

Q.—Just put that again. A.— 
Although there was a considerable sav- 
ing no doubt between the actual mor- 
tality in the Temperance section of 
the old Temperance and General Com- 
pany, and the table used in calculating 
the premium rates, in the Manufac- 
turers’ Life I think that may be safely 
assumed that there was also a con- 
siderable saving between the actual 
mortality experienced by the Manufac- 
turers and what would be expected by- 
the same table. 

Q.—We will come to that later on. 
At all events that levelling has been 
continued. Did yor understand that 
it was in respect of this levelling up 
of the abstainers and the policies of 
the Manufacturers, by reason of any 
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difference in expense in the two amal- 
gamated companies? A.—No, I can- 
not say that I did. I never under- 
stood it except in a sort of general 
way, that it was not thought that 
the profits earned by the Temperance 
and General in the Temperance class 
would exceed the profits earned by the 
Manufacturers. 

Q.—Then we will return to your 
answers. The rest of that table deals 
with the foreign ten year Tontine. I 
must not omit that. The foreign ten 
year Tontine you find in this shape, 
10 payment life one third higher than 
the percentage used at home. That is 
1.25 which we find here in ten pay- 
ment life, multiplied by 4, and divided 
by 3 equals 1.66 2/3? A.—Yes. 

Q.—That is instead of having, as in 
the case of a domestic policy, 125 of 
profits for every 100 of ptemium, it 
would be Le 2/3 for every 100 of 
premium? A.—Yes. 

Q.—Well then, with respect to these 
foreign policies, what is this? A.— 
That means that in purchasing a bonus 
addition, that is additional insurance, 
in these tropical countries we would 
use not the home but the tropical ex- 
perience in order to obtain the amount 
of that addition which the cash profits 
would purchase. That of course would 
bring a smaller addition for the trop- 
ical business. 

Q.—That is you take 33 per cent. 
from the H. M. table as representing 
the tropical mortality experience? A. 
No, that H. M. table should not be 
there. It should be A. M. 

Q.—What does A. M. mean? A.— 
American tropical experience 33 per 
cent. 

Q.—How do you treat the 34, what 
is the mathematical process you have 
gone through? A.—We take from the 
table of single premiums, calculated 
from the American Tropical mortality 
experience and 34 per cent. interest, 
we take the single premiums from that 
table to find the bonus additions. 

Q.—And then you treat the single 
premiums on the percentage you have 
spoken about, the 1.663? A.—Yes, on 
the cash that produces. 

Q.—Then your answer proceeds, 
“the 15 year Tontine profits which 
have been paid are illustrated on the 
sheet marked D. The method of ar- 
riving at these profits is also stated.”’ 
We will take that for a moment. This 
is the 15 year Tontine. What you have 
got here is ‘‘Tontine profits Manufac- 
turers, table D, 15 year Tontine.”’ 
Then you have, ‘‘Life, 20 payment 
life, 15 payment life, endowment 15, 
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and endowment 20.’”? ‘‘From the gross 
4} per cent. rate’? what does that 
mean, premium rate? A.—Yes. the 
premium rate charged. 

Q.—‘‘From the gross premium rate 
deduct 10 per cent. for expenses, and 
the net mortality 5 per cent. rate for 
cost of insurance,’ A.—Yes. 

Q.—Why 10 per cent. for expenses, 
was that enough to deduct? A.—That 
you will see only refers to years sub- 
sequent to the first. That is made 
plain in the next sentence. 

Q.—‘‘Accumulate the balance for 14 
years at 5 per cent. To this an ad- 
dition is made for favorable mortali- 
ty’? Then you have the ages set out 
here, and this is the favorable mor- 
tality addition in this column? A.— 
Yes. I might say that that addition 
is supposed to cover favorable mor- 
tality and any other minor sources of 
profit. 

Q.—And this total profits is what 
you arrive at after making this con- 
stant addition, I don’t know that con- 
stant is the proper word there is it? 
A.—It varies with the age. 


Q.—But otherwise it is a constant 
addition, to what? A.—To the amount 
arrived at. 


Q.—By accumulating a balance of 
the gross premium after deducting 10 
per cent. for expenses, and five per 
gn rate for cost of insurance? A. 
—Yes. 


Q.—You accumulate that for 14 
years at 5 per cent., and add to it 
at these various ages these various 
additions. At age 20, 33, running 
down to 22 at age 60, and the result 
will be the total profits in respect of 
that. Now were the actual expenses as 
low as 10 per cent. or are you able 
to answer that? A.—I am not able 
to answer that. : 


Q.—What is you view as to that in 
view of your experience? A.—You 
see the whole of the saving in the first 
premium over and above the 5 per 
cent. net rate is allowed to go for ex- 
penses, and then 10 per cent. of the 
balance. Now, I doubt in my own 
mind whether that in itself would 
cover all the expenses or how much of 
the expenses may have been covered 
by other minor sources of profit not 
taking into account in arriving at this 
addition, I don’t know. It may be 
that that addition was simply con- 
sidered as it says here, may have been 
taken to represent simply favorable 
mortality. It may have been that the 
profits from surrenders and lapses was 
considered to offset a certain amount 
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of expenses not covered by that. I 
have no information on that. 

Q.—Then let me put it hypotheti- 
cally. If that difficulty in meeting 
your expenses out of a ten per cent. 
deduction existed and was compensat- 
ed by taking the benefit of surrenders 
and lapses, was that according to the 
contract? Was that proper? <A.— 
I don’t know that the contract has 
anything to say as to how the prohts 
are to be divided. 

Q.—Is it according to sound insur- 
ance then? I do not want to adhere 
to any particular form. A.—I should 
say it was. 

Q.—You would say it was contrary? 
A.—No. 

Q.—You would say it was according 
to sound insurance? A.—yYes, accord- 
ing to. 

Q.—If a group of policies is en- 
titled to the benefit of forfeitures and 
lapses, they are entitled to that ben- 
efit in proportion to the amount they 
have at risk of lapse and forfeiture 
are they not? A.—Well that seems 
to me to be a case where it is largely 
a matter of actuarial opinion. 
Whether it is a matter of contract or 
not I don’t know. 

Q.—I am not at all adhering to my 
first form of questions as to whether 
it 1s according to contract. I want 
to get your actuarial opinion, if you 
put it so, I want your actuarial opin- 
ion upon the soundness of that from 
an insurance standpoint. Am I right 
or not when I put the question in 
that way, that the benefit of forfei- 
tures and lapses should be in propor- 
tion to the amount which the respec- 
tive policyholders have at risk of for- 
feiture or lapse? That sounds almost 
like A, B, C to me; I do not know 
whether I am right or not. A.—I 
think some actuaries would be inclined 
to agree with that, and others to dis- 
agree with it. 

QO; Do wousacree with, 1.2 A.—I 
think that is right theoretically. 

Q.—Then I will:take that admission 
and thank you for it. If that is so, 
the older policyholders in any given 
group are entitled as against the new 
or recent policyholders to a greater 
advantage out of possible forfeitures 
and lapses. That follows too? A.—I 
should ‘say so. 

Q.—Then if you take that fund 
arising from forfeitures and lapses and 
devote it to the payment of expenses, 
don’t you deprive to that extent the 
older policyholders of the legitimate 
advantage which they ought to have 
in respect to forfeitures and lapses? 
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A.—If you take the whole fund, yes.. 
But part of the fund arising from 
surrenders and larzes is theoretically 
anyway made to provide other lives. 


to take the place of those policies go- 


ing out. 

Q@.—I am not questioning the ex- 
pense of dealing with the. extent te. 
which that legitimate advantage is 
taken away from the older policy- 
holders. To the extent to which ex- 
penses encroach upon that fund, to 
that extent that legitimate advantage 
is taken away; that must be so if 
what you have assented te so far is 
sound. You agree to that don’t you? 
A.—I don’t know that I can agree to- 
it just in that form Mr. Shepley. 

Q.—Why not? I will alter the 
form, I do not want to stick in the 
bark at all. To some extent if you 
devote that fund or any portion of it 
to expenses that interferes with the 
legitimate advantage to which we: 
have referred? A.—Not when you 
put in the qualification ‘‘any portion.’” 
[I cannot say yes to that. 

Q.—I thought you spoke of the 
whole at one time. When you spoke. 
of the fund arising from forfeitures 
and lapses being a minor portion of 
what went to eke out the inadequate- 
expense allowance, did you mean that, 
that it was a minor portion, a minor 
consideration, a minor advantage? 
A.—I think that has been the exper- 
ience. Of course now I am just giv-- 
ing what I understand from my own 
impression of the thing. 

Q.—Let me put it now going to the- 
full extent. If the whole of that fund 
arising from forfeitures and lapses is. 
made use of to eke out the inadequate 
allowance for expenses, that of course: 
is open to the objection which we 
have been speaking about? A.—Yes. 

Q.—If half. of it. is taken that ‘is 
open to the objection similarly al- 
though perhaps not to the same ex- 
tent P A.—It depends on how the 
fund is made up. There are two parts. 
of it. If I might be allowed to ex- 
plain I think I can make that clear. 

Q.—Can the fact that there are two- 
parts of it ‘interfere with what I 
thought you were frankly conceding 
to me, that the amount that each’ 
policyholder has at risk is the deter- 
mining factor as to his interest in the- 
fund? A.—It only determines in my 
opinion his interest to a certain por- 
tion of that fund. 

Q.—What portion, what have you 
in your mind? A.—I can explain 
that in one minute. It is this, if a- 
policy lapses,-or rather put it in this. 
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way, if a policy is surrendered, sup- 
posing there is $100 then at the credit 
of the policy and that its cash value 
is $80, there is a saving there of $20. 
If the reserve on that policy is $90, we 
can consider then that the difference 
between the $90 and $100 is a profit 
from the surrender, that the differ- 
ence between the $90 and $80 is a 
surrender charge which as I say has 
been made to, in theory at least, help 
pay for getting in another life to take 
the place of the one going out. 

Q.—Then the surrender fund proper, 
tho fund arising from lapses or sur- 
renders properly is the difference bet- 
ween the 90 and 100? A.—Yes. 

Q.—Then that fund ought not to 
be taken for expenses? A.—No. 

Q.—That is in the nature of sur- 
pias or "prohty? Aly eg. 

Q.—Then you are familiar enough 
with the subject to say what the ex- 
pectations of policyholders _ legiti- 
mately were in respect of that fund, 
that proper surplus fund that we are 
now speaking of? A.—No, I am not 
sufficiently familiar with the terms of 
the old contract. 

Q.—Don’t you have to deal with 
them constantly, those old contracts? 
A.—I very seldom see an old policy 
issued about that time. 

Q.—And you have not given the 
matter any consideration, or sufficient 
consideration to enable you to deal 
with that? ‘A.—=No. 

Q.—Then I see that in table D, to 
which we have been referring, you have 
further computations. First as to the 
20 payment life, that is the same basis 
as the life, using life 20 rates instead 
of life.rates, and that gives a different 
AS for favourable mortality? <A. 
—Yes. 

Q.—15 payment life, the same basis 
as life and life 20, using life 15 rates 
with certain other additions to favour- 
able mortality. Now endowment; we 
have to commence at the beginning for 
endowment again. In respect of a 15 
years’ endowment, you take the gross 
premium rate, which is a 4 and a half 
rate, deduct 6 per cent. for expenses 
and the same old 5 per cent. for in- 
surance. Then you accummulate the 
balance for 14 years at 5 per cent. and 
add a saving in mortality of $16. Now 


will what we have been talking about © 


with respect to the 10 per cent. apply 
to the 6 in principle? A.—TI think so, 
yes. 

Q.—Then we need not repeat that. 
All you have told us about that will ap- 
plv to the 6 per cent? A.—Yes. 

Q.—Then I see you add that the com- 
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putation is the same for all ages. Is 
that right? A.—That means that the 
addition of $16 is constant for all ages. 

QIsthat right?) A. think it 
is probably fairly close to what. would 
be the true case in view of the fact that 
on a 15 year endowment the reserves do 
not differ very much at each age and 
it is possible that there would be a 
smaller difference on a 15 year endow- 
ment than on a whole life from favour- 
able mortality. 

Q.—But I see the gross profits dif- 
ferP A.—Yes. 

Q.—Then the thing to which you add 
the favourable mortality differ also? 
A.—I should say not necessarily. 

Q.—And if it differs should not the 
addition for favourable mortality dit- 
fer also? A.—I should say not neces- 
sarily. 

Q.—The difference would be trifling 
anyway? A.—Yes I think so. 

Q.—Then when it is a 20 year en- 
dowment you take the same basis as 
the 15 year endowment with a different 
addition for favourable mortality. I 
see a 20 year endowment gets an ad- 
dition of $23? A.—Yes. 

Q.—As against the $16 allowed on a 
15 year endowment? <A.—Yes. There 
is more at risk during the years on a 
20 year endowment and if mortality 
has been favourable there should be a 
larger saving. 

Q.—Then is not the same thing ap- 
plicable to that as we were talking 
about with regard to 15 year endow- 
ment, that is that there ought to be 
some difference between the addition 
at the various ages? A.—Yes. 

Q.—And we find in fact that there 
is that difference in a 20 year endow- 
ment? A.—Yes. 

Q.—I won’t take you back to that 
because you have answered that fairly 
enough. < Now we will go back from 
the tables to your answers, and I see 
that you say that the methods de- 
scribed in the preceding paragraphs 
are almost if not entirely arbitrary. 
Now that is right isn’t it? A.—That 
is my impression in looking over the 
thing. It is my impression only, for 
T have no information in regard to 
that. 

Q.—Then you go on to say that ‘It 
is believed.’? I suppose that means 
believed by you? A.—Yes. 

Q.—‘‘It is believed that they have 
divided the surplus fairly equitably 
and the amount of profits paid is pro- 
bably fairly close to the amount the 
policies earned.’’— A.—Yes. 

Q.—That is the opinion you form al- 
though you say the methods were ar- 
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bitrary and lack scientific accuracy ? 
A,.—As far as I can determine. 

Q.—Then you go on, ‘Believing that 
the methods of paying profits hereto- 
fore in force were unsatisfactory for 
many reasons.’> What reasons? Be- 
cause they were not scientific? A.— 
Yes, that is one of the principal rea- 
sons. Another is that there did not 
appear to be in the office any particu- 
lar information in regard to them. 
Those profits were for the most part 
arrived at by as I have said in one 
case, by Mr. Fackler, a New York con- 
sulting actuary, and in the case of the 
Temperance and General I don’t know 
how they were arrived at and there 
was no information in regard to it 
and I did not consider that satisfac- 
tory. 

Q.—At all events you believed that 
the methods of paying profits were un- 
satisfacory and you say ‘‘The company 
for the last couple of years has been 
preparing for a complete investigation 
of the profits earned. For the past 
year a special staff under the direc- 
tion of the actuary of the company has 
been constantly at work on this inves- 
tigation.”? J do not want to criticize 
your language, but I think you did not 
mean to say ‘“‘preparing for an inves- 
tigation’’ but ‘‘making an investiga- 
tion.”? A.—wNo sir, I meant it just as 
I have said it there. 

Q.—Been preparing for it? - A.— 
Yes. 

Q.—Then has the investigation com- 
menced yet? A.—Yes, it has been 
going on for a year. 

Q.—Then you have been doing more 
than preparing for it, you have been 
preparing for it and for a year it has 
been actually going on? A.—For two 
years I have been getting a staff and 
training my men and for a year I 
have been actually doing it. 


Q.—For two years you have been 
preparing and for one year of those 
two you have been at the work as well 
as going on with the preparation and 
training? A.—Yes. 

Q.—Now we will go through your 
statement as to the method employed 
in the investigation without any com- 
ment until it is completely stated. 
“The method employed in this inves- 
tigation is comparatively simple but 
entails an immense amount of work. 
Instead of trying to arrive at the 
profit earned by the company and then 
distributing that profit in a more or 
less arbitrary manner, the present 
method consists in. what is really a 
system of accounting by means of the 
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card system. Policies issued on the 
same plan, in the same year, at the 
same age are grouped together on one 
summary card, which somewhat re- 
duced the number of cards to be hand- 
led. The actual amount of yearly 
premiums paid is credited to each 
card. The actual interest earnings, 
expenses, cost of insurance, etc., are 
allotted to the various cards and in 
this way the actual funds at the credit 
of each policy or group of similar poli- 
cies is determined. When profits are 
paid to any policy, the amount so 
paid is deducted from the fund at the 
credit of that policy and the balance 
is carried forward. On the completion 
of this investigation the amount of 
profits to be paid to any policy may 
be determined by a comparison of the 
fund at the credit of the policy and 
the reserve thought necessary to be 
held. In connection with the matter 
of determining the reserve to be held 
for any policy it might be well to men- 
tion that although the total policy 
reserves to be held by the company are 
required to be calculated by the net 
premium valuation method and by a 
certain standard, it is not necessary : 
that the reserve used to determine the 
profits for any individual policy or 
class of policies should be calculated in 
this manner.’’ That is an accurate 
statement of the method which you 
have employed? A.—Yes as far as I 
can give it. 

Q.—Now the first question I want 
to ask you about is, you take policies 
you say, issued on the same plan, in 
the same year and at the same age 
and you group them together on one 
summary card. Just give me a little 
more full description of what you mean 
by that? A.—We have a separate 
card, I may show you here, for each 
policy. Having these cards all writ- 
ten up for the year, we would sort 
them, for example all the whole life 
policies together first. We would take 
all the whole life policies and sort 
them by age of entry. That would then 
group together in small classes all 
whole life policies issued say at age 
25. There might be 15 or 20 of those 
cards. We would then take those cards 
and find out how much insurance they 
represented. We would then take one 
of these summary cards and enter here, 
age 25, the year in which the policies 
were issued, the particular section of 
the company, this column, the annual 
premium per thousand of insurance. 
Here is ‘‘Whole life.”’ , 

Q.—Your first sorting assembles all 
the policies issued on the same plan of 
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insurance for the same year at the 
same age? A.—yYes. 

Q.—That is your first assembling? 
A.—Yes. Then the total amount here 
is entered at the head of this card in 
the first column and from that time 
on it is not necessary to consider these 
cards until any particular one lapses 
or goes off the books. When that 
takes place there must be an adjust- 
ment of this fund which is built up 
at the credit of all those particular 
policies. 

Q.—That is there is a sort of group 
fund built up in respect of each group 
assembled in the way you have stated ? 
AY es. 

Q.—Then what course do you take 
in respect to profits, what does the 
card show in respect to profits, any- 
thing? A.—Well, this side is the same 
as this. You will notice there are five 
years arranged one following’ the 
other ; the idea of this card is that at 
the end of five years we have brought 
out here a certain fund. Having ar- 
rived at the amount of the surplus to 
be determined, that amount is placed 
here and the balance of the fund is 
brought down to be carried forward. 
That is the provision made on this sum- 
mary card. 

Q.—That does not yet tell me ex- 
actly how you arrive at the amounts 
you fill in? A.—The amount of the 
surplus. 

Q.—What surplus, the whole sur- 
plus? A.—The surplus to be divided 
goes in there. 

Q.—The surplus to be divided among 
the policies which are grouped upon 
this card? A.—Yes. 

Q.—I want to find out how that is 
ascertained? A.—That is a particu- 
lar case which has not yet come up in 
this investigation because we are not 
for enough advanced. 

Q.—You are not to the end of a five 
year period? A.—We are at the end 
of a five year period in the old Tem- 
perance and Geenral, but they did 
not pay any profits until the year 
1895, and I am not yet up to the year 
1895 in this investigation, so I am not 
taking off the surplus, I am building 
and bringing the funds forward until 
the time they pay profits. 

Q.—Then you have commenced with 
the beginning of things? A.—Taken 
every policy ever issued by either com- 
pany. 

Q.—And the result of your work is 
intended to cover all the operations 
of the company and its dealings in 
respect of all past and present poli- 
ciesr  A.—Yes. 
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Q.—It is a record of the actual his- 
tory of the operations of the company ’ 
A.—Yes. 

Q.—And you have not yet arrived 
at the stage in the work you have been 
doing when it has become necessary 
to actually ascertain and apportion 
the profitsP A.—No. Of course I 
have only one thing to deduct there 
in regard to the old business, that is 
the surplus actually paid on these 
policies. 

Q.—Will the result of that investi- 
gation and following that method, in 
the end give you in respect of all pre- 
sent policies something upon which 
you intend to act? -A.—Yes, it will 
give me the exact funds at the credit 
of them according to the exact ex- 
perience of the companies. 


Q.—Of course it is too early to say, 
but will those funds in your opinion, 
as far as you have gone and having 
regard to your general experience and 
the evidence you have given us, will 
the exact amount be greater or less 
than would have been reached had you 
dealt with the matter in the way in 
which other policies have been dealt 
with that have gone out? A.—I 
could not say at all. 

Q.—You cannot say how that will 
be? A.—No, I have no information 
on it. 

Q.—Having regard to the exper- 
ience that you have had as indicated 
by these tables we were looking at this 
morning, the comparison of estimated 
profits with actual profits, would that 
throw any light upon the question? 
A.—Let me understand that question 
if I may trouble you sir 


Q.—I suppose that -policies which 
have gone out and have taken away 
their proportion of the profits have 
been dealt with, or the dealings of the 
company from time to time with these 
policies have been influenced to a 
greater or less extent by the estimates 
which have been on foot, or is that 
wrong? A.—I don’t think the esti- 
mates have affected it at all. 

Q.—Well, perhaps not. I wanted 
to see what you, as an insurance man 
would say to that. Then this is your 
method. Is this something that is 
actual or just an il’zevration? A.— 
These are the actual cards. I filled 
this in to further explain. 

Q.—Let me take the individual 
card. This has a place for the name, 
the address, the occupation, and the 
agent. Then the number, the plan, 
the age, the section, the date of issue, 
the yearly premium, half-yearly prem- 
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ium, quarterly premium. Amount. 
Profits cancelled by. What is that 
‘in’? for? A.—Cancelled by, in ‘‘06.’’ 

Q.—That is the date? A. Ye6s. 
Each of these cards are exactly the 
same. The colors designating the sec- 
tions. 

Q.—Home general, white. Home 
abstainers, buff. Sub-tropical, yel- 
low; -and tropical, blue. Then the 
summary card itself is white? A.— 
Yes. (Set of cards marked Exhibit 
70.) 

Q.—May I use these to put them in? 
A.—Yes. 

Q@.—Then after your investigation 
is complete, and after you have ascer- 
tained the amount at the credit of 
any particular policy, what course 


will be taken in determining what is: 


to be paid to that policy? A.—I can 
perhaps answer that question by tak- 
ing one or two examples. In the case 
say of a 20 year Tontine policy mat- 
uring, in order to arrive at the sur- 
plus at the end of the 20 years, we 
would ascertain the reserve to be held 
on that policy, and the balance of the 
fund at the credit of the policy over 
and above the reserve would be of 
course the cash profits. 

Q.—The language used in your an- 
swer is: ‘‘On the completion of this 
investigation the amount of profits 
to be paid to any policy may be de- 
termined by a comparison of the fund 
at the credit of the policy, and the 
reserve thought necessary to be held.’’ 
A.—Yes. ; 

Q.—‘‘The reserve thought necessary 
to be held,’ what does that mean? 
A.—I put that in referring more par- 
ticularly to five year distribution 
policies. I don’t say that it is neces- 
sary. The reserve which the company 
holds belongs to the policies collective- 
ly, even if as a matter of calculation 
it is necessary to take each policy 
into account in calculating that re- 


serve, but I do not hold for a minute © 


that the reserve used in calculating 
the total amount attaches to each jndi- 
vidual policy. Now at the end of five 
years I would not consider it neces- 
sary, or absolutely necessary that a 
company should hold a reserve calcu- 
lated at 34 per cent. interest, the net 
reserve, and simply pay the balance as 
profit. 

Q.—You would not think that neces- 
sary? A.—I would not consider it 
absolutely necessary. 

Q.—State first why, 2nd then we will 
get at that a little more in detail. A. 
—Because I would say this, for some 
plans at least the net 23 per cent. re- 
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serve could be considered, rightly I 
think, as more than was necessary to 
be held at that time. 

Q.—What is the reserve kept back, 
what is the purpose of keeping the 
reserve, or keeping a reserve we will 
say? A.—It is that the company’s 
total assets may not be less than the 
total liabilities. 

Q.—For the protection of whom? 
A.—For the protection of the com- 
pany as a whole. 

Q@.—The reserve itself, the reserve 
as we have been discussing it, and as 
it is provided in the statutes to be 
maintained—in other words, what is 
the obligation, what is the liability 
which the assets must equal? A.— 
The value of the policies. ; 

Q.—That is something in which the 
policyholders are of course interested ? 
A.—Yes. 

Q.—Now then you have told me that 
you do not consider the 3$ per cent. 
reserve necessary to be kept when you 
are determining the amount of pro- 
fits to be paid to any policy. Will you 
go on and explain that to me? A.— 
That is at the end of the first five 
years, because I consider \this that 
while if we were to go back for 20 
years we would find I think in the 
company’s accounts such items in the 
assets. aS commuted commissions, 
representing what they could consider, 
and I think rightly too, although I 
would not advise it being put into 
the accounts, the value to the com- 
pany of the new business recently pur- 
chased. If we are to put such items 
in our accounts nowadays we could 
hold a considerably higher reserve 
without affecting the amount of our 
surplus shown in the accounts, but I 
would say that in paying profits at the 
end of five years on say a whole life 
policy, we might rightly consider that 
that policy stood us—that we had paid 
a good price for it, stood us as an as- 
set, and that part of the 3} per cent. 
reserve we might consider had been 
covered by that unclaimed asset, and 
that the balance was sufficient to ac- 
tually hold against that policy, and 
the rest might be paid as surplus. 

Q.—Now what have you in your 
mind as, to use your own expression, 
unclaimed assets which might be so 
taken into consideration? A.—I have. 
in my mind this fact that the company 
at the end of the five years has on its 
books a policy under which a policy- 
holder has guaranteed to pay a prem- 
ium for the whole of his life; that the 
policy thereafter simply costs the com- 
pany the cost of maintenance; on that 
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particular policy the company is under 
no cost whatever for first year expen- 
ses, that has all been passed. I con- 
sider then that that policy is of con- 
siderable value to the company. 

Q.—Isn’t that theoretically at all 
events taken into consideration in fix- 
ing the reserve which you are required 
to maintain? A.—No. 

Q.—Or is that all eliminated? A.— 
Everything in regard to the cost of 
the business and that sort of thing 
is eliminated. 

Q.—Then how much _ relaxation 
would you think permissible between 
the reserve which you were required 
by law to maintain, and the reserve 
which you would think necessary to 
hold in determining the profits? A.— 
That, as I say, is a point that I have 
not yet come up to in my investiga- 
tion. That is a point that must be 
very seriously considered. 

Q.—That is a matter which is still 
open for inquiry? A.—Yes. 

Q.—You have not come to a de- 
cision upon thatP A.—No. 

Q.—You think it may be somewhat 
less, for the reasons you have stated 
but the extent to which it may be 
permitted to be less you have not 
considered? A.—wNo. 


Q.—That is, you have not consid- 
ered with sufficient care to express 
ail opinion? A.—No. I might hold 
the full reserve. 

Q.—You may come to that conclu- 
sion? A.—I may, but I would not 
put it down as necessary, that is all 
I intend this to mean. 

Q.—You intend in making that an- 
swer to reserve the whole subject for 
future consideration? A.—Yes. 

Q.—Now, reverting to a _ subject 
which we have discussed already, does 
not what you have said necessarily 
indicate that the cost of new business 
has not yet been made good out of 
the new business itself? Reverting 
to what we were speaking of last 
night? A.—You mean at the end of 
the five years? 

Q.—Yes. A.—Not on all plans. 

Q.—On some plans? A.—On some 
plans, but not on all. 

Q.—But the. very statement that 
you have made with respect to the re- 
serve involves that consideration with 
the ratio of expense, the increased 
ratio of expense in case of first in- 
surance has not yet been made good 
at the expense of the policy itself? 
A.—I think that would be the case 
on some plans. 

Q.—In other words you use that 
smaller reserve, or you may use it 
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if you come to that conclusion, upon 
the theory that you require longer 
than five years to make that good 
out of the policy itself? A.—yYe s. 

MR. McLAUGHLIN: It would be 
necessary to hold a larger reserve in 
some cases. 

MR. SHEPLEY: He has reserved 
that whole question. A.—There is 
no question raised about that. 

Q.—Now you know this document 
I suppose? A.—yYes, I prepared that 
or had it prepared for me. 

Q.—This is a document which gives 
the percentage of actual to expected 
cost of insurance on the basis of 
Sprage’s Hm. selected mortality. 
What is that? A.—Well, we come 
now to the question of selected tables 
that I referred to yesterday. This 
table was compiled by Dr. Spragge, a 
well known British actuary, and it is 
based on the same data used to compile 
what is known as the Hm. table, 
which is a table technically known as a 
mixed table. These tables of Dr. 
Spragge’s take into account the length 
of time which each life has been in- 
sured, in arriving at the rate of mor- 
tality. To give an example: accord- 
ing to Dr. Spragge’s tables, a life 
aged 25 will experience a certain rate 
of mortality in the first year of insur- 
ance, and that as a matter of fact will 
be a considerably lower rate of mor- 
tality than will be experienced by a 
man 20 years of age passing through 
his sixth year of insurance. In other 
words it means, coming now to this 
statement, that in preparing or esti- 
mating the expected cost of insurance 
for this business, we have taken into 
account the fact that those lives in 
this column have just recently been 
examined by the doctors. 

Q.—That is what I want to get at. 
The word ‘‘selected’’ is used because in 
respect of the earlier period of insur- 
ance the risk is selected by reason of it 
having been made the subject of medi- 
cal examination? A.—Yes. 


Q.—And in that way you get, or you 
give, the benefit accruing from the fact 
that in that sense the life is a selected 
lifeP A.—yYes. 

Q.—Then so much for Spragge’s se-. 
lected mortality table. Now I am in- 
terested in results. You have taken 
three years, 1903-04-05, and you have 
given the percentages of actual to ex- 
pected cost of insurance in the case of 
abstainers with profits, abstainers 
without profits, general with profits, 
and general without profits, and you 
have arrived at total percentages, 
which is all I want to trouble with at 
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present. In the.case of abstainers the 
total percentages for the three years 
are.37.39 in 1908; 43.25 in 1904 and 
37.26 in 1905. Those are the figures 
A.—Yes. 


Q.—And the percentages to be com- 
pared with those in respect of the gen- 
eral body of insurers are in the three 
years respectively 71.13, 61.90 and 
78.07?  A.—I may say that that is a 
sort of information that we would not 
like to give out to competitors in this 
business. If it is necessary of course 
we cannot avoid it. Some of our for- 
eign business in the same way, it is 
information we have got from our 
experience. 

MR. HELLMUTH: Will the witness 
speak out? $A.—I was making this 
point, our experience in certain classes 
of business, and I refer now also to 
our foreign business, that unless it is 
absolutely necessary for the purpose of 
this investigation, we would prefer, I 
am speaking now personally, from my 
own opinion, that it should not be 
made the general property of all our 
competitors. We have no hesitation, 
not the slightest hesitation in giving 
it to the Commission. If it is neces- 
sary of course we cannot say anything. 
This only refers to the Temperance sec- 
tion. We are only one of a very few 
companies in Canada making a special- 
ty of that particular business. That 
has been done and I don’t object to 
that. 

MR. SHEPLEY: The point will 
have to be determined from time to 
time as it arises, and if I am putting 
forward anything that you have an 
objection to making public, let us dis- 
cuss it before it is made public. What- 
ever is necessary in the course of the 
inquiry will have to be. You have 
told me in respect of the figures in 
that, the standard with which you 
made the comparison was what? <A.— 
Spragge’s Hm. selected mortality 
tables. 


Q.—As to the advantage in respect 
of mortality of abstainers, do you know 
whether that is borne out by the data 
of other companies? A.—In a gen- 
eral way I should say that it was. 

Q.—Now returning to the tables that 
we looked at a while ago which com- 
pare estimates with actual results, 
where actual results have been ob- 
tained, I want to ask you a further 
question. If a surplus is treated as 
having been accumulated for all your 
policies on the same basis as the distri- 
butions which have been actually made, 
would that accumulation agree with, 
would it exceed or fall below the sur- 
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plus which in fact exists? A.—I 
can only say this, that as far as I 
know there is no means of finding that 
out until this investigation which I 
have referred to as being carried on in 
my office is completed. I might say 
this though and I think it is impor- 
tant, that the amount of divisible sur- 
plus ‘shown in the accounts of the com- 
pany, of every company, is really the 
balance between a considerably larger 
amount which represents the surplus 
over the fixed reserve on the old poli- 
ices and the deficit which exists on the 
more recently issued business. That 
is to take an entirely suppositious case, 
instead of having a divisible surplus 
at $6,000 at the end of last December 
there is in all probability 800 or 900 
thousand surplus at the credit of the 
old business and perhaps two or three 
hundred thousand temporary deficit 
against the recently acquired business. 

Q.—That is getting very close to 
what I was trying to get from you last 
night? A.—We were misunderstand- 
ing one another then. 

Q.—I quite appreciate your state- 
ment, but what I understand is a little 
different from that. Having regard 
to your experience again, can you give 
me your idea as to the question I have 
asked? If you continue long enough, 
where you have distributed, won’t you 
produce a sum on paper which is in 
excess of what the actual surplus of 
this company is? A.—I have no 
idea, none whatever. 

Q.—You have no opinion upon the 
subject? A.—No. 

Q.—For convenience I have had this 
document prepared for the arbitrators. 
It contains copies of what I shall now 
be dealing with. Among the things 
which you have been asked to do and 
which you have done, Mr. Papps, is to 
prepare what is called a profit and loss 
statement for the year 1905? A.—Yes. 

Q.—That statement is framed upon 
somewhat different lines from any re- 
turn which you are required by law 
to make? <A.—Yes. 

Q.—In what respects? <A.—Well, 
we have in Canada here no such 
gain and loss or profit and loss ex- 
hibit as that at all. I know some- 
thing of the exhibit required by the 
American Insurance Department, 
which is generally referred to as the 
gain and loss exhibit, and this is very 
closely allied to that, although there 
are certain modifications. 

Q.—What is the result which is in- 
tended to be brought out by this 
statement? A.—The idea is to show 
as far as possible the various items 
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of profit and loss which will make 
up the total surplus earned by the 
‘ company during the year. 

Q.—That is to arrive at a net gain 
or a net loss in respect of the opera- 
tions of the company during that par- 
ticular year? A.—Yes, and to show 
where the losses and gains are. 

Q.—The ultimate result is the net 
gain or net loss and the items en- 
tering into that, conducing to that 
net gain or net loss are disclosed? 
A.—Yes. 

Q.—Now, the first item is, ‘‘First 
year premiums paid in cash adjusted 
with the outstanding and deferred 
with the end of the years 1904 and 
1905.”? Will you just state what that 
means? A.—Yes, as I understand the 
gain and loss or profit and loss state- 
ment, the whole statement must be— 

Q.—The first item is, ‘‘Loading, 
first year premiums, $64,671.54.”’ 
Then in the larger sheet which I hold, 
the method of arriving at that is 
dealt with and is shown to be the 
difference between two sums? A.— 
Yes. 

Q@.— Those ‘sums ‘aré whatP A.— 
Well, this printed list simply is, load- 
ing first year premiums. It doesn’t 
really say whether those are what are 
generally known as cash premiums 
or the revenue premiums for the year. 
In arriving at this item I put in 
here a wording which explains my 
understanding of what was really 
asked for here. 

Q.—You put, “First year premiums 
paid in cash adjusted with the out- 
standing and deferred with the end 
a the years 1904 and 1905?) A.— 

es. 

Q.—Now, ‘‘Gross $326,948.00. Net 
$262,276.46.”? The difference being 
the sum for loading that your 
henors see at the beginning of the 
account. Now then what do you re- 
fer to as first year premiums paid in 
cashP A.—I refer there to all pre- 
miums paid during the year in cash, 
which were either the whole or part 
of first year premiums. For example 
if a policy was issued in the year 
1904 in December say, with a pre- 
mium payable half yearly, there 
would be in June, 1905, the first half 
year’s premium would fall in the year 
1904, the next half year’s premium 
would fall in June, 1905, that por- 
tion falling in June, 1905, if paid in 
cash would come in on that portion. 

Q.—Would be part of the first 
item? A.—Now, supposing that for 
the same period in December of that 
year it may be that the policyholders 
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premium has not yet reached the Head 
Office, there would be half that pre- 
mium as outstanding, there would be 
the June, 1906, premium which is 
part of the premium really payable 
that year but which is held over, not 
yet payable, and comes in under the 
word ‘‘deferred.’? We would take off 
the December, 1904, premium which 
was outstanding and deferred, pre- 
suming it has not been paid. 

Q.—You would adjust at both ends 
or the year?’ A.—Yes. 

Q.—In respect of matters of that 
sort so as to give you the first year 
premium receipts, for first year of 
insurance, received during the calen- 
dar year? A .-—Yes. 

Q.—Well then you have put one 
sum as gross and another sum as 
net. What are those figures? A.— 
The gross refers to the premiums ac- 
tually charged. The net refers to the 
premiums calculated according to the 
mortality table without any loading. 

Q.—That is the amount which is 
necessary to produce the sum _in- 
sured? A.—Yes. 

Q.—And then taking that sum from 
the gross premiums you get what has 
been loaded? <A.—Yes. 

Q.—And that total is $64,671.54. 
That seems to be roughly about 20 
per cent. of the gross? A.—Yes, it is 
slightly in excess of that. Oh, I beg 
your pardon, about 20 per cent. of the 
gross, .yes. 

Q.—It is equal exactly, 20 per cent. 
of the gross? A.—Yes. 

(Adjourned to 2 p.m.). 


AFTERNOON SESSION. 


Resumed at 2 p.m., May 3rd, 1906. 

Examination of Mr. Papps contin- 
ued. 2 
MR. SHEPLEY: The Board has de- 
sired that I should ask you a further 
question with respect to your practice 
in estimating for the purpose of your 
literature—see if I understand that 
correctly—the books that you now are 
using by way of estimating, the litera- 
ture that is now being used, been used 
since 1900, are they or are they not 
capable of measurement by actual re- 
sults up to the present time? A.— 
They are not inasmuch as we have not 
matured any twenty-year tontine poli- 
cies. 

Q.—You do not, as you tell me, know 
of your own knowledge how the esti- 
mates were arrived at in the books that 
are now in use? A.—No. 
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Q.—You have already pointed out 
that there has been a large decrease in 
the estimate? A.—Yes. 

Q.—Whether that decrease was ar- 
rived at by reference to previous re- 
sults is something you do not know? 
A.—I do not know anything about it. 

Q.—There is a matter there may be 
some room for misapprehension about; 
when we speak of the distribution 
period, distribution is hardly an ac- 
curate word; it ought to be appor- 
tioned rather than distribution? A.— 
I should say this, that if the dividend 
is apportioned to be immediately dis- 
tributed then it would be right to call 
it distribution period. 

Q.—Instead of taking the distribu- 
tion period proper, take the annual 
apportionment, that of course is not 
distributed? A.—WNo. 

Q.—That is an apportionment on 
the recurrence of the birthday of the 
policy. of what is deemed to be that 
policy’s share of the surplus earned in 
the last preceding period? A.—Yes. 
Of course I make no annual apportion- 
ment. 

Q.—That may be compared perhaps 
with advantage to the position of 
shareholders in a company, they are 
entitled in ordinary cases to actual re- 
ceipt of their proportion of the year’s 
profits? A.—Yes. 

Q.—With your policyholders it is 
different? A.—Yes. ‘ 

Q.—Their right to have any advan- 
tage in respect to that is deferred till 
the end of the distribution period? 
A.—Yes. 

Q.—Do you know what the British 
system in that respect is where they 
have say five-year periods? A.—In 
Some cases, and perhaps in the major- 
ity of cases there is paid what is 
called an interim bonus in the event 
of death between the two periods. I 
am inclined to think that in some, if 
not the majority of the cases, that does 


not start until the end of the first. 


quinquennial distribution period; I 
am not sure on that point. 

Q.—That would be different from 
your system? A.—Yes. 

Q.—Supposing I am a policyholder 
and I have survived the first quin- 
quennial period and live two years 
longer, and then die, do I get any- 
thing in respect of the profits earned 
during those two years? A.—No, not 
in our system. 

Q.—yYou say that does exist in the 
British system in some cases? A.— 
Yes. 

Q.—Supposing the quinquennial 
period has arrived under the British 
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system, what is done with the profits 
earned during the preceding five 
years? A.—A considerable portion, in 
fact the largest portion of the surplus, 
is distributed, as I understand it, a 
certain portion to the shareholders 
and a certain portion to the policy- 
holders. 

Q.—And the policyholders then fin- 
ally received something which is not 
afterwards distributed in the shape of 
an advantage in_ respect of those 
earned profits? A.—That is as I un- 
derstand it. 

Q.—That is not susceptible of alter- 
ation to the disadvantage of the pol- 
icyholders subsequently? A.—No. 

Q.—Under your system, supposing a 
policyholder survives two quinquen- 
nial periods, and supposing there are 
losses in the second, do they disturb 
what happens by way of profits in the 


first? A.—What am I to understand 


by the word losses? 

Q.—Supposing there are no profits 
earned, or supposing instead of profits 
being earned there are losses? A.— 
No, they would not directly disturb the 
first or second declaration of profits. 

Q.—If the surplus has been impair- 
ed, if you can imagine such a case in 
a company like this, if the surplus 
has been impaired it is not there for 
division, and to that extent the pol- 
icyholders’ interests are affected? A. 
—Yes. 

Q.—Do you know what the legisla- 
tion introduced in New York was in re- 
spect of distribution of surplus? A. 
—I cannot say that I know, I am-un- 
der the impression that one recommen- 
dation made was—whether it became 
law or not I do not know—against the 
issuing of deferred dividend policies. 


Q.—That would be another subject; 
T see the 83rd section of the Insurance 
Law is amended by section 23 of the 
legislation introduced so as to read as 
follows: ‘‘83. Distribution of surplus to 
policyholders. Any domestic life in- 
surance corporation may ascertain at 
any given time, and from time to time, 
the proportion of surplus accruing to 
each policy from the date of the last 
to the date of the next succeeding 
premium payment, and may distribute 
the proportion found to be equitable 
either in cash in reduction of premium 
or in reversionary insurance payable 
with the policv, and upon the same 
conditions as therein expressed at the 
next succeeding date of payment, not- 
withstanding anything in the charter 
of such corporation to the contrary’’— 
do vou recognize that? A.—I have 
read a good deal in the insurance jour- 
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nals, but I could not recognize the fact 
that I had read that. 

Q.—Allowing for the fundamental 
difference in your system of substitut- 
ing for what is virtually an annual 
power a quinquennial power, how 
would legisation like that in your opin- 
ion operate in the case of your com- 
pany, to the advantage or to the dis- 
advantage of the policyholder? <A.— 
I think I would be inclined to say there 
that on the whole it would not have a 
beneficial effect. 

Q.—Why? A.—Because I think that 
in spite of the fact that there are dis- 
advantages in the deferred dividend 
system I think the one fact that it has 
caused the business to be kept in force 
is a distinct advantage to the policy- 
holders as a whole, and particularly 
to the beneficiaries of those policyhold- 
ers. 

Q.—Then I will eliminate that; I 
understand what you mean is you con- 
sider there are compensatory advan- 
tages in respect of the invitation to 
persistence? A.—Yes. 

Q.—Eliminate that for a moment 
and consider the matter solely with re- 
gard to the maintenance unimpaired 
of a profit earned, having regard to 
the matter from that aspect, eliminat- 
ing the other, what would you say? A. 
—I cannot see at present at any rate 
—it is rather a new idea to me—I can- 
not see in any way where the quin- 
quennial distribution would have any 
advantage over the deferred dividends. 

Q.—You are not able to suggest any 
advantage? A.—WNo, because if there 
was such a loss in any quinquennial 
distribution period that the surplus of 
the company disappeared entirely and 
the reserve became impaired, although 
that impairment might not fall against 
the profits on the policies, it would 
have to fall against the sums assured. 

Q.—You are going a little further 
than I asked you to go, I only want 
you to go to impairment of surplus, 
that of course is possible from year to 
yearP A.—Yes. 

Q.—The surplus of this year may be 
impaired next year? A.—Yes. 

Q.—And the surplus of next year 
may be impaired the year after? A. 
—Yes. 

Q.—So that you may have at the end 
of the quinquennial period an impair- 
ment of the surplus at the last preced- 
ing quinquennial period, that is mani- 
fest? A.—It is possible. 

Q.—It is manifestly possibleP A.— 
It is manifestly possible. 

Q.—Would not an adoption of the 
method, making the necessary altera- 
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tions to meet the difference in the per- 
iod, would not the adoption of this 
suggested alteration operate in that 
respect to the benefit of the policyhold- 
er? A.—No, I cannot see it. 

Q.—BecauseP A.—Because in any 
event a loss such as you suggest must 
come against the policyholders either in 
one way or the other. 

Q.—That is: the impairment of sur- 
plus must be made good at the expense 
of the policyholders, if as a fact it 
exists? A.—That is leaving out of ac- 
count the shareholders’ capital. 

Q.—The system upon which you are 
operating is a very general system both 
in this country and the United States? 
A.—The system of deferred dividends. 

().-.Yesr —-. A-Yes, 

Q.—The central idea of that is ap- 
portionment coupled with deferring ac- 
tual division? A.—Yes, 

Q.--The antithesis of that would be a 
system by which there is the actual 
division instead of the deferring? A. 
—Yes. 


Q.—Let us come back to the profit 
and loss statement; we had got so far 
as to see that the ariving at loading by 
deducting the net from the gross prem- 
iums gave you approximately 2U per 
cent. of the gross premium as the load- 
ing. The next item in the account is 
cost of insurance in the year 1905 on 
policies on which not more than one 
premium had been paid, and a differ- 
ence is made between expected cost and 
actual cost? A.—Yes; I may say there 
perhaps in explanation that this word- 
ing will not hold for these changed fig- 
ures, it would be well to read— 


Q.—This wording ought to be as in 
the printed copy? A.—Yes. 

Mr. Papps explains words in printed 
copy to Mr. Shepley. 


MR. SHEPLEY: Q.—Then the 
meaning is the same, it is technically 
known as cost of insurance, but what 
it is in fact is the difference between 
expected death loss and in respect of 
policies issued in 1905 and the actual 
death losses? A.—Yes. 

Q.—That is policies in respect of 
which one annual premium had been 
paid? A.—Yes. 

Q.—And those sums you find to be 
$32,460 and $14,650 respectively, mak- 
ing a saving of $17,810. Those added 
together give what you call the total 
margins of first year’s revenue prem- 
iums? A.—Yes. 

Q.—That total margin is $82,481.52. 
Then against that you have estimated 
first year expenses; speaking generally 
what does that include? A.—That 
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! 
would include the first year commis- 
sions and such portion of various items» 
such as office rent, supplies, advertis- 
ing, travelling expenses, a hundred 
and one items of that kind that can be 
properly put. 

Q.—Apportionable to the new busin- 
essP A.—Yes. That of course must 
be done, it is a matter of opinion how 
that should be divided; there is no rule 
fixed for it. 

Q.—That in this case is $327,799.30? 
A.—Yes. 

Q.—In respect to that $327.799.30 
you have only provided in the account 
up to this time by means of the loading 
and by means of the saving in death 
losses $82,481.54? A.—Yes. 

Q.—That is the theory of this ac- 
count? A.—Yes. 

Q.—And that carries into the loss 
column $245,317.56? A.—Yes. 

' Q.—And that, assuming the work to 
be accurately done, is what you have 
lost in respect of obtaining the first 
year insurance? A.—I would not like 
to use the word lost in that respect. 

Q.—Temporarily lost? A.—We 
have spent that much more. 


Q.—You have spent that much more 


than the money you had provided for 
that purpose? A.—Yes. 

Q.—Then the next item is other than 
the first year premiums paid in cash, 
adjusted with the outstanding and de- 
ferred at both ends of the year? A.— 
Yes. 

Q.—And in that way, taking it in 
the same way you take the gross and 
the net and arrive at the loading 
there? A.—Yes. 

Q.—Gross premiums other than the 
first year, $1,374,609.48; net, $1,082,- 
894.44; leaving for loading $291,- 
715.04. You take next as against 
that estimated expenses other than the 
first year except ‘taxes, repairs and 
investment expenses amounting to 
$128,193.49? A.—Yes. 

Q.—That of course is an expense 
which the loading upon this class of 
premium ought to bear? A.—Yes. 

Q.—And that leaves you a profit re- 
presenting the difference between what 
you have provided by way of loading, 
and what it has cost you of $163,- 
§21.55? <A.—Yes. 

Q.—Now, assuming that such a state 
of affairs existed as that the first year’s 
business, the new business, carried it- 
self by way of expense would you have 
this money available, this $163,521? 
A.—Yes. 

Q.—Then the cost of insurance in 
the year 1905 on policies on which 
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more than one premium had been paid, 
that is expected and actualP A.—We 
will have to take the printed statement 
now. 

Q.—Net expected death losses other 
than in respect of policies issued dur- 


ing 1905, $361,640, then your saving 


by reason-of favorable mortality is 
found by deducting from that the ac- 
tual death losses in that year of poli- 
cies issued in other years? A.—Yes. 

Q.—That amounts to $238,576.51, 
and in that way you have made a 
further gain of $123,063.49? A.— 
Yes. 

Q.—That gain is attributable of 
course to the policies which were writ- 
ten in previous years? A.—Yes. 

Q.—Then the fourth item is annuity 
payments expected to be made in the 
year, $5,912.10; reserves expected to be 
released by death by annuitants $1,- 
008.54, the difference being a _ net 
amount of $4,903.56? A.—That is 
right. 

Q.—When you came to actually ad- 
just that matter upon the facts as they 
actually occurred you found that the 
annuity payments were $6,321.56, and 
that you only had reserves released to 
the extent of $59.49, making $6,262.07 
as the actual results of those two sub- 
jects? A.—Yes. 

Q.—That gave you then as between 
your expectation and your result a loss 
of $1,358.51? A.—Yes. 

Q.—You received during the year 
certain interests and dividends and 
rents, that would be income from in- 
vestments? A.—Yes. 

Q.—And that you adjust in the same 


‘way at the beginning and end of the 


year? A,—yYes. 

Q.—That is $297,082.13 as against 
which you have taxes, repairs and in- 
vestment expenses of $26,502.77, and 
dividends to shareholders $24,000, 
making a total of $50,502.77, which, 
deducted from the revenue leaves a 
balance of $246,579.36. Then you 
have to put out moneys to maintain 
the reserve? A.—Yes. 

Q.—And how much, $234,790? <A. 
—Yes. 

Q.—As a matter of actuary’s prac- 
tice, that is supposed to come out of 
the annual revenue? A.—Yes. 

Q.—Is that theoretically correct? A. 
—It is theoretically correct, that that 
amount should come out of the interest 
income, is that the question? 

Q.—Yes?P: A.—yYes sir. 

().—Instead of out of the premiums ? 
A.—Yes; that is not the full increase 
in the reserve, but only the portion 
attributable to interest. 
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Q.—What do you mean by that? A. 
—I will try to explain it in this way. 
Take the reserve say on any particular 
policy at the end of one year; we add 
to that the net premium; that then 
immediately gives us the reserve at 
the beginning of the next policy year. 
That amount is then increased at in- 
terest for a year. Then deducting 
from that the expected cost of insur- 
ance according to our tables gives us 
the reserve at the end of the year, so 
that you will see that the interest is 
a distinct factor in building up that 
reserve, just as the addition of the 
premium at the end of one year was 
necessary to bring it up to the begin- 
ning of the next. 

Q.—That is why .that is a proper 
source out of which to take the interest 
required to maintain the reserve; then 
that leaves you with a surplus of final 
revenue on that class of revenue of 
$11,789.36? A.—Yes. 

Q:—Then the next item I find is pro- 
fits from sales or maturity? A.—That 
is concerned purely with investments. 

Q.—That is where you have taken 
over an investment or where it has ma- 
tured and you have realized itP A.— 
Yes. 


Q.—And you have assembled the pro- _ 


fits during the year upon turn-overs of 
realization? A.—That is as I under- 
stand it, I am not responsible for that 
item, I got that from the Investment 
Department. 

Q.—That is $21,456.22? A.—Yes. 

Q.—You have deducted from that 
the losses where you made a sale at a 
loss, or where at maturity you did not 
realize what was in the ledger against 
it, those losses being $5,847.71, leaving 
a net gain on that of $15,610.51? A. 
—Yes. I might say I was given to 
understand that the losses there in- 
clude in some cases charges, solicitors’ 
charges and that sort of thing, which 
had been taken credit for in the pre- 
vious year as a profit, but the account 
had not come in, and apparently there 
was no notification of it, but that is a 
small portion. 

Q.—Increased market value, you get 
that from the Investment Department ? 
A.—Yes, although that “s given in the 
blue book. 

Q.—That .$64,383.93 means where 
there is a market value on the date the 
statement is made up for the Govern- 
ment, that market value is affixed to 
the security instead of the cost to the 
company of the particular asset? A.— 
I believe that is right. 

Q.—That is of course an item which 
does not at all swell the actual thing 
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which the company has, the company 
has say $100,000 ot municipal deben- 
turesP A.—Yes. 

Q.—That is, municipal debentures 
have not for the purpose of that item 
changed their form at all? A.—No. 

Q.—That is just the investment it 
was before, but it happened to-day to 
be worth more than it was when it was 
purchased, and what it is worth to-day 
is put in instead of what it is pur- 
chased at? A.—Yes. 


Q.—I do not mean to say that muni- 
cipal debentures themselves have been 
written up or written down? A.— 
That is foreign to my department, the 
question of investment. 

MR. McLAUGHLIN: So far as 
securities like stocks with various 
rates of interest, they may have in- 
creased your dividend in that way, 
like the Ontario Bank— 


MR. SHEPLEY: Af all events that 
is what it is, the same security is 
held, but it hapens to be more 
valuable on the market to-day than 
it was on the day it was purchased ? 
A.—Yes. 

Q.—That is $64,383.93, that is put 
as a profit; there is still a further 
item of profit, reserves released by 
surrender and lapse, that is where 
there has been the surrender or laps- 
ing of a policy, and it has ceased to 
be necesasry any longer to maintain 
the reserve in respect of it? <A.— 
Yes. . 

Q.—That is $127,578.85; against 
that must be set the surrender vuiue 
which has been paid out of it to the 
policyholder? A.—Yes. 

Q.—That amounts to $93,349.81, 
leaving a margin say of $34,228.54, 
your total gains, which are first on 
old premiums, secondly saving in re- 
spect of old premiums on favorable 
mortality, third, current revenue, 
fourth, profit on securities sold or 
realized, fifth, increase of market val- 
ues, and sixth, margins in surren- 
dersvana lapses?) As Yes.) 

Q.—And those total $412,597.38? 
Ae es. 

Q.—The losses are first in respect 
of the first year’s business, the new 
business, $245,317.76, and failure to 
come up to expectation in the matter 
of annuities, $1,358.51, or a total of 
losses of $246,676.27, making the net 
profit on the year’s operations of 
$165,921.11— 

MR. McLAUGHLIN: The _ word 
losses might be misleading. 

MR. SHEPLEY: I have stated 
what the items were; they are falling 
under the column ‘“‘losses.”’ 
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Q.—You have proved your work, 
so to speak, by taking the divisible 
surpluse at the end of 1904, the divisi- 
ble surplus at the end of the year 
1905, and ascertaining what gain 
there has been there, that gain you 
make $185,043.52. Then cash and 
premium deductions during 1905 to 
policyholders $29,435.44, and increase 
in profit °due and unpaid at the end 
of the year over what was due and 
unpaid at the end of the previous 
year, $1,442.15, which three sums 
make the same total as the diiference 
between the profit column and the loss 
column? <A.—Yes. 


Q.—And in that way you have 
proved your work? A.—Yes. 


Q.—This shows a very favorable 
result comparatively as to business 
written prior to 1905, and as between 
that business and business written 
during 1905. Supposing at the end 
of 1905 you had chosen to divide 
among policyholders all that they were 
entitled to, all that you had on hand 
by way of profits, you have $245,000 
less than you would have had but for 
the expense attendant upon new busi- 
ness? A.—Yes. 


Q.—Does that or ddes that not 
mean that for that year at least the 
old policyholders were at the expense 
of the new business, the ultimate bal- 
ance of expense of the new business? 
A.—As a whole they were. 


Q.—And if the new business had 
paid its way manifestly you might, 
if you had chosen, have taken $412,- 
000 practically to add to the funds 
available instead of the sum of $165,- 
000? A.—Yes. I think I should make 
a statement there, that if a company 
such as our own was dividing profits 
annttally we would be certainly ab- 
solutely unable, and would not at- 
tempt to write anything like the vol- 
ume of new business we are writing 
now. 


Q.—It is also manifest that the 
cost of the first year’s business ex- 
ceeded the gross premium received in 
respect of it? A.—yYes. It is prac- 
tically the same item. 


Q.—The gross premiums received 
were $326,948, and the expenses in re- 
spect of getting that in were $327,- 
799.30 as shown by the account; does 
not that show that if you had had no 
death losses on new business at all, 
and had not had to put up the re- 
serve at all, that business was done 
at an immediate lossP A.—I think 
T should raise some objection to the 
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word loss, I look at it we are buying 
the business at a certain price. 

Q.—I put it at an immediate ap- 
parent lossP A.—Yes. 

Q.—Of course this demonstrates 
that the amount provided for loading 
in respect of the first year’s premium 
is entirely inadequate? A.—For the 
first year’s expenses? 

Q.—YesP <A.—Yes. 


Q.—If you could have obtained that 
first year’s insurance, that new busi- 
ness at no greater an expenditure 
than the amount provided by way of 
the loading you would have had of 
course very handsome results for the 
old policyholder on that year’s busi- 
ness, immediately? A.—No, I would 
say we would have had a large amount 
to accumulate for the benefit of that 
year’s business itself. 


Q.—And were not the old policy- 
holders entitled to share in the profits 
of that year along with the new 
policyholders? A.—Yes, you take the 
word profits. 


Q.—Then if you add to the load- 
ing the saving between expected and 
actual mortality in respect of the first 
year of new business amounting to 
$17,810, you still fall very far short 
of reaching reimbursement of what it 
has cost? A.—Yes. 


Q.—Do you know of any company 
carrying on business in this country 
or in the United States, that with 
either or both of these sums available 
is able to overtake the cost of new 
business out of new business sources 
like those two items? A.—No, I do 
not know of a single company, and I 
qualify that in this way, unless it 
would be possible that some small 
company doing business in a certain 
class and perhaps getting its members 
through a certain connection, as for 
example the company—take the Pres- 
byterian Ministers’ Fund, I could un- 
derstand a company like that not hav- 
ing to employ agents, being able to 
do so, not otherwise. 

Q.—Do you know of any English 
company that does it? A.—No. 

Q.—Of none at allP A.—No, I do 
not know of any. 


Q.—tThe other pages, first you divide 
the expense items among certain sub- 
ject matters? A.—Yes. 


Q.—And the other is a statement 
of the securities in respect of which 
there was a profit on the turn-over, 
and the securities in respect of which 


there was a loss on the turn-over? 
Av Ves: 


= 
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Q.—Is that immediate outlay in ex- 
cess of receipts ever overtaken by the 
company? A.—TI should say yes, cer- 
tainly. 

—WhenP A.—As that 1905 busi- 
ness continued in force the margin 
which is shown there, for example in 
the loading of the renewal premiums 


' will wipe that temporary deficit. 


Q.—In practice are you able to say 
when that happens, in the case of your 
company—lI do not mean you to put it 
with absolute mathematical accuracy— 
in how many years may you expect 
to overtake that immediate excess of 
outlay over receipts’ A.—That would 
be certainly overtaken in the second 
year. 

Q.—Are you leaving out of question 
their having to put up reserves? A. 
—Yes. 

Q.—You say without? A.—When 
the second premium is yiaid I think in 
every case that would be safe enough. 


Q.—When the second premium is 
paid you have overtaken all thatP A. 
—Yes, I am taking the whole of the 
1905 business, 


Q.—That is assuming that business 
all continues, supposing “t does not all 
continue? A.—I think without any 
doubt a sufficient portion of that bus- 
iness would continue so that the com- 
pany would be sufficiently square at 
the end of the second year. 

Q.—This table B is annexed to the 
answer you have given to us under the 
heading Policies? A.—Yes. 

Q.—We will see what the general 
idea of it is, ‘‘Beginning of the year,’’ 
is the first columa, ‘*Funds plus prem- 
ium,’ is the second coittmn—what does 
that mean? A.—Jn tle first year this 
is simply the prem-un, but this column 
eight is the fund to get next year, here 
we add the premiums to this fund. 

Q.—Then the next column is ex- 
pense, that is the expense of doing that 
businessP A.—Yes, on the assump- 
tion underlying this whole thing. 

Q.—Then the fourth column strikes 
a balance between the fund plus the 
premium and the expenseP A.—Yes. 


Q.—Interest, what is that? A.— 
That is interest on the balance of the 
fund. 

Q.—That is the balance of the fund 
after deducting— A.—After deducting 
expense. 

Q.—You add the interest to the bal- 
ance to get what falls under the col- 
umn total? A.—Yes. 

Q.—Next is claims? A.—That is an 
estimated amount of the claims taking 
into account the selection of the lives 
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by the medical examiners, that is the 
amount here is supposed to be the net 
cost which the company will sustain. 

Q.—That is what you will have to 
pay out for death losses in respect of 
that insurance? A.—Yes, provided 
we experience a favorable mortality, I 
have taken those costs as low to elim- 
inate that feature. 

Q.—The next is the fund, that you 
say 1s what is produced by adding to 
the total balance with interest the 
amount that may be expected with 
favorable mortality in the shape of 
claims? A.—Deducting. 

Q.—But they are added together? A. 
—Only because this is a nfinus, in the 
other columns they are deducted. 

Q.—That is right; the ninth column 
is cash value, and there is not any 
losses at the end of the first year or 
the end of the second year? A.—No. 

Q.—And the saving is put in the last 
column? A.—Yes. 


Q.—At the end of the year what is 
the position of matters with respect to 
a policy on a life at 25 for a thousand 
dollars where the premium is $21.30, 
and where the commissions are as they 
usually are in your company? A.— 
That is a whole life policy, it means 
there is a loss on that particular pol- 
icy, or as I said a minute ago an ex- 
cess cost of getting it of $13.36. 

Q.—That is you have a premium of 
$21.80, and you have spent $13.36 
more than that whole premium? A. 
—Yes, on these assumptions. 

Q.—And have you provided for re- 
serve? A.—No. 

MR. McLAUGHLIN: Does the ex- 
tra expenses cover the death losses? 
A.—That covers everything. 


MR. SHEPLEY: That covers every- 
thing except the reserves? A.—Yes. 


Q.—Your premium is $21.30P A.— 
Yes. 
Q.—The expense is $31.34? A.— 


Yes. 

Q.—The balance there is a minus 
quantity of $10.04; the interest upon 
that is 47 cents, which is also a minus 
quantity or a total of $10.51 minus? 
‘A .—-Yes. 

Q.—Then the claims which you then 
put on the cost of insurance, $2.85; if 
the $10.51 had been a plus quantity 
you would have subtracted that? A. 
—Yes, of course it is subtracted in any 
event, but you have to add them to- 
gether. 

Q.--Ais 
them, they give you a minus? 
Yes. 

Q.—Then under the head Fund, sub- 
tracting $2.85 plus from the $10.51 


sign minus is before both of 


A.— 
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minus you have minus $13.36? <A.— 
Yes. 

Q.—And that is the loss on the pol- 
icy at the end of the year? A.— 
Yes. 

Q.—Then the second year you com- 
mence with the fund plus the premium, 
that is you get a premium of $21.30 
for the second year. A.—First you 
have to take that $13.36. 

Q.—And that starts you with fund 
plus premium $7.94? A.—Yes. 

Q.—Following that out during the 
year in the same way, and still without 
_ providing for reserve you have minus 
quantity at the end of the second year 
of 79 cents? A.—Yes, on that. 


Q.—At the end of the third year 
another element comes in, and that is 
cash valueP A.—Yes. 

Q.—And at the end of the third year, 
having regard to the fact that the cash 
value has to be provided for you still 
have minus $5.21? A.—yYes, but I 
think I will have to explain here that 
in arriving at the amount of expense 
to assets against these various plans 
and ages for each year I did not at- 
tempt to make any refinings here, and 
I think without any doubt there is too 
much expense thrown against the early 
ages at the expense of the older ones. 
I was looking more for the general re- 
sults of all ages combined so that I 
would not attempt to say for a min- 
ute that those figures would actually 
represent things for each individual 
age. 

Q.—Have you tried to make them as 
accurate as you could in the time you 
had at your disposal? A.—Yes, but 
I could not make those necessary re- 
finings at the time at my disposal. 


Q.—You do not doubt at all that 
when you introduce the cash value, 
which is a comparatively large sum on 
that single year’s operation that you 
will in any event at the end of the 
third year get a minus quantity? A. 
—ti would not say; I should think we 
might come out square there under the 
proper proportion of expense. 

Q.—Take it at the agé of 35, the 
premium there is larger, the commis- 
slons are the same, the rate of com- 
mission is the same, treating that pol- 
icy in the same way at the end of the 
Ae year you are behind $11.72? A. 
—Yes 

Q.—At the end of the second year 
you are ahead $7.48? A.—yYes. 

Q.—At the end of the third year by 
the introduction of the cash value you 
are down again to minus $1.16, and at 
45 the result is more favorable because 
while you fall off between the second 
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and third year you still have enough 
to surmount the cash value? A.— 
Yes, the increase in the reserve is suf- 
ficient for that. 


Q.—You have at the end of the third 
year in a life of 35, still a net deficit? 
A.—In this illustration we have. 


Q.—And at the end of the fourth 
year you still have a net deficit, tak- 
ing the whole? A.—No, that is a 
surplus. 

Q.—Yes, that it quite right; none of 
these takes into account any provision 
for reserve, you have told me? A.— 
No, this is showing actual funds. The 
idea of that was not to have anything 
in connection with the reserve at all, 
but it was to try to answer that par- 
ticular question with regard to the 
lapse of policies. 


Q.—Go on to H, table ©, in that 
you have treated twenty payment life 
policy at the ages of 25, 35 and 45 
for a thousand dollars? A.—Yes; you 
will see on that policy there is no loss 
except at the end of the first year. 


Q.—On that class of policy you do 
not show the loss except the end of the 
first year; then on a 20 year endow- 
ment, table I,,you do not show a loss 
even at the end of the first year? A. 
—No; I might say that that would 
lead me to suppose if I had not seen 
this before that there had been an un- 
duly large expense thrown against the 
whole life. 


Q.—Table E is an interesting table, 
what is that intended to show? A.— 
It shows here, take the whole life 
policy—I take the 1905 lapsed policies 
of the company, on which not more 
than five premiums were paid, in this 
first column I have shown a number 
of premiums paid, in the next column 
I have shown the amount lapsed after 
one premium was paid, and here I may 
say that where a fractional premium 
was paid I assumed a certain portion 
went off at the end of the two interval 
years so as to avoid fractions. In the 
next column there is a saving per 
thousand carried forward from this 
other table. The next column shows 
a loss per thousand carried forward 
from the same table. This shows the 
total saving, and this the total loss on 
these actual lapses. The next col- 
umn does not really bear any intimate 
connection with this, but it is simply 
put in there for reference to show the 
proportion of all policies lapsing in the 
first five years, lapsing in each year of 
the five. In connection with that 
table I might put in that same word 
of warning, that that probably over- 
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states the loss on this particular plan 
of insurance, and this age. 

Q.—At the end of the first year, that 
is after one premium had been paid, 
as a matter of actual observation and 
experience you had 78.22 per cent. of 
all the lapses in five years occurring ? 
A.—Yes. 

Q.—That is you start out a number 
of policies this year all running con- 
currently, of such of those policies as 
lapsed in the five years 78.22 will lapse 
after the payment of only one prem- 
ae A.—That is practically the re- 
sult. 

Q.—After the payment of the second 
Beran 8.89 per cent. willlapse? A. 
—Yes. 

Q.—After the payment of the third 
premium 1.23 per cent. will lapse? A. 
—Yes. 

Q.—After the payment of the fourth 
premium 4.60 per cent? A.—Yes. 

Q.—After the payment of the fifth 
premium 7.06 per cent? A.—yYes. I 
might say here of course that the 
amounts are so small that these per- 
centages for this particular section and 
group of ages hardly give sufficient 
data to go on; that will show up more 
clearly in the summary. 

Q.—Of course approximately the 
great loss by virtue of lapse is in re- 
spect of lapses after the payment of 
only one premium? A.—Yes. 

Q.—And the proportions here which 
you say may not be entirely accurate 
are a loss on five years lapses of $863.95 
as against a saving of $27.94? A.— 
Yes. I may say these are lapses oc- 
curring in one year, but in policies 
issued in five years, they are not all 
policies of the same year of issue. 

Q.—What is the second group? A. 
—The first group is ages 20 to 29, and 
for these figures I have used the fig- 
ures from this table as for age 25. 
The next group shows ages 30 to 39, 
and for that I have used the figures 
shown in the first table for age 35, 
similarly for group 40 to 49, I have 
taken 45. 

Q.—Let us take the results: where 
you are taking ages 30 to 39 you find 
78.26 per cent. of the lapses occur 
after the payment of one premium? A. 
—Yes. 

Q.—6.52 after the payment of two? 
A.—Yes. 

Q.—7.61 after the payment of three? 
A.—Yes. 

Q.—5.43 after the payment of four? 
A.—Yes. 

Q.—And 2.18 after the payment of 
five? A.—Yes. 

Q.—Your aggregate loss in respect 
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to lapses of that age in the five years 
is $425.98 and your aggregate saving 
is $41.42? A.—Yes. 

Q.—Then at the ages of 40 to 49, 
percentage after one premium, $78.63, 
and then you skip the second? A.— 
There did not happen to be any. 

Q.—After the payment of the third 
premium 8.55 per cent., after the pay- 
ee of the fifth premium 12.82? A. 
—Yes. 

Q.—There seem to have been no 
transactions— A.—There were no 
lapsed policies after either the second 
or fourth premiums paid in that year - 
and at those ages. 


Q.—Your summary is a total loss in 
respect of lapses during the five years 
of $1,468.41, as against aggregate sav- 
ing of $162.65, making a net aggre- 
gate loss of $1,305.76? » A.—Yes, that 
is for the whole life policies. 

Q.—That sheet only deals with the 
whole life; similarly you have dealt 
with the 20 payment life upon the next 
sheet? A.—Yes. 

Q.—And the percentages for the 
three ages after the payment of one 
premium respectively are 74.06, 66.67, 
75.27, and your aggregate loss is $2,- 
008.04, your aggregate saving $675.17, 
or net aggregate loss of $1,403.87? A. 
Yes. 

Q.—And this is estimated result? A. 
—The estimated result of lapses, but 
the exact amount of the lapses are 
given. 

Q.—Taking the 20 year endowment 
policies and treating them as to lapses 
in a similar fashion, you have lapsing 
after one premium paid at the earlier 
age 81.63, at the middle age 72.73, at 
the latter age 74.19? A.—Yes. 


Q.—And there you get no ultimate 
aggregate loss at allP A.—No. 


Q.—But aggregate saving of $875.- 


73? A.—yYes. 


Q.—The next table is a summary 
of the three preceding tables, is that 
right? A.—Yes. This might be in- 
teresting because in this table we show 
the proportion lapsing each year 
grouped together, 20 payment life, 20 
year endowment of all ages, and in 
the final column all these plans so 
that this percentage gives a fair aver- 


age. 


Q.—We will take that; the result 
of observing all kinds of classes at all 
ages is that you get a total percent- 
age of lapses after one premium paid 
on all plans of 75.48? A.—75.48 per 
cent. of all lapses within the four 
years. 
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Q.—And your aggregate net loss in 
respect of all these lapses is $1,904.90? 
‘AY 6s) 

Q.—Then you have given a state- 
ment of the amount of the lapses? 
A.—That is the amount of the insur- 
ance. 

Q.—The amount of the insurance 
lapsing, we need not trouble about 
that just at the moment. Of course 
the apparent loss by reason of the 
ratio of expense at the end of the first 
year or after one premium is paid is 
greater than any other time? A.— 
Yes. 

Q.—Not only then have you the 
greatest loss, but you have the great- 
est number of lapses then? A.—Yes. 

Q.—You have not taken into con- 
sideration the question of the reserve, 
I want you to’do that now, what is 
this book? A.—This book shows the 
reserves according to the table based 
on what is known as. Hm. mortality 
and 33 per cent. interest. 

Q.—I see there are two values here, 
igen values, and terminal values? A. 
—Yes. 

Q.—What is the difference between 
mean values and terminal values? A. 
—In this first column that mean value 
is found by taking the mean’ and the 
net premium that is reserved at the 
beginning of the first year, and the 
amount shown in the table of terminal 
values as the reserve at the end of the 
first year. 

Q.—Then that is a reserve calculated 
upon the middle of the year? A.—T 
can perhaps explain it better this way; 
this mean reserve is a reserve at the 
end of any 31st December on business 
supposed to be issued on the Ist July 
In some particular year. 

Q.—And the other is the rseerve— 
A.—The reserve at the end of any 
particular policy year. 

Q.—And which of those two is the 
larger? A.—The mean reserve. 

Q.—Why? A.—I may say when I 
said this reserve was larger, it is 
larger on this particular plan at the 
years we are looking at. When you 
take the reserve at the end of any 
year and add the premium to it you 
get the reserve at the beginning of the 
next year. If the reserve at the be- 
ginning of any year is larger than the 
reserve at the end of the year then 
the mean reserve will be larger, on 
some plans that will not be the case. 

Q.—Go back to your table B, again, 
take at the end of every year what 
you have available, and then let me 
know what you do by way of putting 
your reserve according to this plan, 
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take the age 8.35 at the end of the 
first year? 

Q.—Reserve $12.82. 

Q.—And: your minus $11.72 to do 

ith? A.—yYes. 
ne rake the end of the second 
P A.—920.00. 

RS you have only $7.43 to do 
that? A.—Yes. 

Q.—At the end of the third year P 
A.—$39.18. 


Q.—What have you got to do it 
with, $23.84? A.—Yes, at the end of 
the fourth year the reserve is $52.57, 
and the fund $43.45. 


Q.—At the end of the fifth year? 
A.—$66.68, and the fund $63.51. 

Q.—You do not make good your 
reserve and these expenses at the end 
of the fifth year? A.—Not on this 
calculation. 


Q.—This you said was a fair calcula- 
tion? A.—I explained that on the 
whole life plan there was probably on 
this simple method of distributing ex- 
pense too much thrown against the 
whole life policies. 


Q.—Take the twenty payment life? 
A.—The reserve the first year is $20.61, 
and against it minus $6.47, the re-_ 
serve at the end of the second year 
$41.88, the fund $21.97; the third 
year $63.73 reserve, the fund $51.03;, 
the fourth year reserve $86.26, the 
fund $81.02; the fifth year reserve 
$109.54, fund $110.06. 


Q.—On the twenty payment life you 
caught up at the end of the fifth year? 
A.—Yes. 


Q.—Then the Twenty Year endow- 
ment? A.—The end of the first year, 
reserve $33.40, fund $1.90. Second 
year, reserve $67.95, Fund $44.24. 
Third Year Reserve $103.73, Fund 
$87.96. Fourth year Reserve $140.83, 
Fund $133.67. Fifth year Reserve 
$179.37, Fund $181.89. 

Q.—You have just caught up to it 
at the end of the fifth year on that 
plan of insurance? A.—Yes. 


Q.—I do not want to go through 
the thing in detail, but we can by 
taking the tables you have given us 
and this net premium table find out 
for ourselves how the fund at the 
end of each year on all these ages 
compares with the requirements as 
to reserves? A.—Yes; I of course 
must say this calculation was done 
roughly, I do not mean to say 1t 1s 
absolutely accurate In any particular 
feature, it just gives things 1n a gen- 
eral way; in my opinion it gives the 
general results. 
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Q.—It gives general results with 
sufficient particularity for us to test 
it very fairly? A.—Yes. 

Q.—On what assumption or basis 
are reservce computed at the end of 
the calendar year as to the age of the 
policies with respect to the anniver- 
sary of the policy? A.—The age is 
calculated according to the age at 
which the premium is payable. 


Q.—That is not exactly what I 
want, do you compute the reserve 
at the end of the year on the assump- 
tion that all the policies are on the 
average six months past the last anni- 
versary? <A.—Yes; I thought you 
meant the age of the policy holders. 

Q.—No, the age of the policy 
itself. Look at this table, do you 
know that document? A.—This was 
shown to me. 


Q.—You have seen it before? A.— 
I saw it enough to make one or two 
changes in here, but I have not exam- 
ined it. 


Q.—Assume for the moment it is 
correct? A.—I have no doubt it is. 

Q.—Tell us what it shows? A.— 
This shows the funds on December 
3lst for life policies issued within 
five years, and the reserves by differ- 
ent standards. This I presume is 
made up from those preliminary 
sheets. I would understand here 


that this meant the result of one. 


policy issued in the year 1905 at the 
end of that year. There was a pre- 
liminary table leading up to this I 
believe. 


Q.—This is the table you saw? A. 
—Yes. I might explain here that 
this differs from my statement in this 
respect, the interest is interest for 
half a year only; the claim is half 
the amount. My statement as I put 
it briefly was made up on the basis 
of policy years; this statement which 
you hand me is I believe made up on 
the assumption that every policy is 
issued on the Ist of July and made 
up to the end of the calendar year. 


Q.—That is made up then upon the 
same principle upon which your 
reserves are computed? A.—Yes. 
You understand this was for a differ- 
ent purpose from this table of mine. 

Q.—Go on then? A.—The first line 
shows the amoynt of the fund accumu- 
lated on policy issued in 1905 at the 
38lst December of that year. The 
next line shows the amount of the 
fund accumulated at the end of the 
year 1905 on a policy supposed to be 
issued first July 1904 and so on. 


Manufacturers’ Life (Papps Ex’d) 


Q.—And so on back for five years? 
A.—Yes. This next table shows the 
mean reserves according to the Hm. 
33 per cent. table. The next column 
shows the reserve according to Mr. 
Dawson’s select and ultimate tables. 
The next column shows the reserves 
according to select and _ ultimate 
principle but using the new tables of 
the British Companies experience. 

Q.—The third column then is the 
present Canadian standard? A.— 
Yes. ; 

Q.—Just contrast what is required 
by the present standard of the 
accumulated fund in some of these 
instances? A.—That. is practically 
what we have seen, I think, with a 
few modifications in these other 
sheets, and on the whole the present , 
standard is in excess of what these 
sheets show is accumulated. 

Q.—I am going to ask you a ques- 
tion which perhaps is a question of 
some delicacy; is it your opinion as 
an Actuary that it is necessary to main- 
tain the present Government stand- 
ard of reserves in respect of the early 
years of Insurance? A.—I think that 
I will have to refer to the statement 
I made this morning, that I have 
always been taught to consider the 
reserves of the Company as_ being 
maintained as applicable to the poli- 
cies as a whole rather than broken up 
and applicable to them individually. 


Q.—You told me this morning that 
those computations of reserve made 
upon the select basis have as a funda- 
mental difference from the ordinary 
standard of reserve an _ allowance 
made by reason of the recent selec- 
tién of the particular life in the early 
years of the policy, that was right: 
A.—The select reserve. 

Q.—Yes? A.—No, just the oppo- 
site; as a matter of fact reserves cal- 
culated on what are known as select 
tables will be higher reserves than 
the present Government standard. 

Q.—You mean ultimately? A.—No, 
I mean reserves calculated by the 
select mortality tables will on the 
whole show higher values than the 
reserves according to the _ present 
Government standard. 

Q.—Let us look at that as it is 
here, here are two reserves in the 
early years of Insurance, according 
to these select tables? A.—No sir, 
that is not correct, those are not 
reserves according to select tables, 
they are reserves calculated by a com- 
bination of select tables and ultimate 
tables. 
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Q.—Then I must modify my ques- 
tion in that respect; leave the ultim- 
ate table out of question for the 
moment, is the select table based 
upon what I have been asking you 
about? . A.—Yes. 

Q.—Does the ultimate table take 
that into consideration? A.—It leaves 
it out of consideration. 


Q.—If you combine the two combin- 
ed table does take that into considera- 
tion? A.—I am afraid I will have to 
explain that a little more fully. The 
select table takes into account the fact 
that the lives have been selected and 
just passed the doctors. The ultimate 
table is arrived at throwing out of 
account entirely the date referring to 
the early years of Insurance, but where 
you take the whole thing in together 
it gives what we call a mixed table, 
they are all lumped together. 


Q.—Are they lumped together in the 
mixed table eliminating the principle 
of selection? A.—WNo sir, because the 
mixed table includes those lives that 
have just passed the medical exam- 
iners as well as those lives that have 
been insured so long that the medical 
examination has worn off. The ulti- 
mate table is the table which throws 
out of account entirely the lives we 
select. 


Q.—Then the select and ultimate is 
a combination of the two? A.—Of the 
two tables. 


Q.—Does the select and ultimate 
table bringing in as it does some fea- 
tures of the select table, to some ex- 
tent recognize that principle of selec- 
tion or does it eliminate it altogether, 
the resultant mixed table? A.—The 
result of using the select and ultimate 
table in practice is to eliminate that 
fact, because if you take the mortal- 
ity tables based on _ select tables 
throughout such tables will produce a 
higher reserve than that. 


Q.—Tell me what that $3.58 is? A. 
—It is arrived at in this way— 

Q.—What is it in the first place? 
A.—It is reserve on policy six months 
in force according to this method of 
select and ultimate tables. 


Q.—And is that the sum which has 
to be set apart to provide for the ulti- 
mate payment of the policies? A.— 
Yes, according to that method. 

Q.—It is $3.58? A.—Yes. 


Q.—According to the other select 
and ultimate table only $1.38 is set 
apart? A.—Yes. 

Q.—Then come back to the stand- 
ard table, is the $12.19 which I see 
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there is a sum which according to the 
standard table must be set apart? 
A.—Yes. 

Q.—$12.19 is more than $3.58 of 
course? A.—Yes. 

Q.—At the end of the first year ac- 
cording to this select and ultimate 
table you only provide for a reserve 
of $3.58 as against under that stand- 
ard, a reserve of $12.19? A.—Yes, 
that is right. 


Q.—Then I do not understand what 
you mean by saying the reserves are 
higher? A.—I said if you use select 


- tables throughout instead of using the 


combination with the ultimate it would 
produce in nearly every case a higher 
reserve than this. 

Q.—I am speaking of the figures be- 
fore us and only the first five years 
of the policy? A.—Yes. 

Q.—Being the period in the policy’s 
life during which we have seen the 
initial cost is the great problem to 
be solved? A.—Yes. 

Q.—Is the maintenance of the Gov- 
ernment standard, the $12.19, $21.53, 
$31.12, $46.88, $50.88, necessary in 
your view to the soundness of the 
policy? A.—I will say this, I hardly 
know how to put that— 

Q.—Take your time because it is a 
question of very considerable import- 
ance? A.—I think I will have to say 
this that the maintenance of the Gov- 
ernment Reserve for all the policies 
I consider is desirable, but as I inti- 
mated this morning I do not think 
it is absolutely necessary that that par- 
ticular amount of reserve should be 
held for every policy— 

Q.—Do you admit the value of recent 
selection in connection with the lives 
insured? A.—I admit the value of it, 
most certainly. 

Q.—Does the Government standard 
pay any attention to that fact of re- 
cent selection? A.—No. 

Q.—Then there is a valuable factor 
in the problem which the Govern- 
ment standard ignores? A.—Yes. 

Q.—If the system is adopted which 
attaches due and not undue import- 
ance to that valuable factor won’t 
the result be a satisfactory ‘ reserve? 
A.—I think I will have to mention be- 
fore answering that, that the result 
of taking that into account will be to 
increase the reserve. 

Q.—I am speaking of the early first 
years immediately after selection? 
A.—Yes sir, I am too. If we take 
into account that feature it will in- 
crease instead of diminish the reserve 
in the early years. 
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Q.—You have got away from me 
again? A.—This table, selected and 
ultimate, does not take into account 
alone the effect of selection, because if 
so all the factors which go to make up 
that reserve will be taken from a 
select table. 


Q.—Does this Amertcan Experience 
Select and Uultimate, New York, 
Standard, in the early years of insur- 
ance recognize the value to any de- 
gree of the factor we are speaking 
about?—surely it does, otherwise how 
do you get $3.58 for the first year as 
against the Government standard? 
A.—That is the result of using it. 
Let me explain that. 


Q.—By all means? A.—I might re- 
fer to the explanation I gave in my 
early evidence in regard to reserve. 
The actual way we find the reserve is 
to take the present value of the insur- 
ance, subtract from that the present 
value of the future net premiums pay- 
able. In a strictly select table valu- 
ation the value of the assurance on 
the one hand and the annuity value 
used in valuing the net premiums is 
taken from the select table, and in 
this formula the net premium is taken 
from an ultimate table, and as the 
ultimate table shows a higher net 
premium than does the select table, 
credit is taken in this formula for a 
higher net premium than the true 
select net premium. To that extent 
this formula provides rather for the 
cost of getting new business than it 
does for the effect of selection, for if 
the effect of selection were taken into 
account in theory at least a table 
should be used which would bring out 
a higher reserve than this. 


Q.—What is the $3.58, is that the 
amount that is to be laid apart? A. 
—It is when you take credit for more 
than the select net premium. 


Q.—When you take credit for more 
‘han the select net premium, do you 
mean by that that these two stand- 
ards, I call them standards, are based 
Been different premium rates? A.— 
"eS. 

Q.—And which is the higher prem- 
ium rate? A.—TI prefer just to change 
that a little, and take a select table 
if we have one handy, based on the 
same mortality tables and same data, 
and then the net premium in this 
formula would be a higher net prem- 
ium than in this net formula. 

Q.—To what extent would it be 
higher? A.—(Refers to tables.) I 
can make the O. M. experience there. 
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If we have here the whole life policy. 
The net premium entering into it—a 
valuation by a select table would be 
$14.44, the net premium entering into 
the valuation by this select and ulti- 
mate would be a premium of $15.03. 
The point I was trying to bring out 
was this 
Q.—Tell me how do those compare 
with the standard premium on the 
Hm.? A.—This is a little less. 


Q.—They are both less? A.—Both 
less. Of course this is made up on an 
entirely different basis of lives than 
the O. M. I am comparing the tables 
even on the same body of lives, and 
we should compare that with a corres- 
ponding table to the Hm. based on 
this data. Such a premium would be 
$14.16, that is the premium which 
should be taken credit for in a pure 
select net premium valuation would 


be $14.44, 


Q.—As against $14.16? A.—In the 
next table, that is 28 cents higher. 
The premium taken credit for by the 
company in the select and ultimate 
table would be $15.03, which is 59 
cents higher than the select, and 87 
cents a thousand higher than the 
mixed table. The difference, then, in 
the reserve is made up by taking the 
present value of the few cents’ differ- 
ence for the whole of the rest of life 
at age 25. | 

Q.—That is‘the way that reserve 
is made up? A.—Yes. 


Q.—Then does it make any differ- 
ence, does it prevent the principle 
of which we have been speaking from 
ever being considered as entering in- 
to the solution of the question, the 
fact that it is complicated by a change 
in the amount of the premium rate? 
A.—Yes, the present value of the in- 
surance and the factor used to value 
those net premiums takes into ac- 
count the fact of the lives being se- 
lected, the net premium taken credit 
for in the formula entirely disregards 
that. 

Q.—Disregards that element? A.— 
Yes. 

Q.—Then if you come to take an 
account of the policy upon the foot- 
ing of the Hm. table or the corres- 
ponding table which is the lower of 
the two, to take an account of the 
policy upon the other plan providing 
for reserves according to he figures 
that are here before you in both cases, 
what do you have as alleviating the 
expense during the earlier period of 
the insurance? A.—You have the 
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present value of the difference be- 
tween the two net premiums and it 
actually works out of course as shown 
in this table. 


Q.—That works out as shown here? 
A.—Yes. 


Q.—Then it has been largely a ques- 
tion of terminology again. I was us- 
ing the wrong terminology and did not 
get what you meant. A.—I want to 
bring out the point of the difference 
between the selected and ultimate, and 
the strict selected. 


Q.—Now then let us return to the 
question which I started with, be- 
cause this is only a detail of the gen- 
eral question. What I want to get 
at is whether or not the introduction 
of the system that we have been speak- 
ing about, replacing the present sys- 
tem which requires a high reserve in 
the yearly life of the policy, whether 
that would at all affect the ability 
of the Insurance Company to carry out 
its contract? A.—No, I would con- 
sider that the adoption of that table 
at the present interest rates would 
be quite sufficient, because I consider 
that our present reserve itself gives 
us quite a good margin. 

Q.—Would that also assist in doing 
away with the inequality resulting 
from the great expense ratio in new 
insurance, in practice I mean? A.— 
Well in practice I will say this that 
as my plan shows, the effect of the 
expense of the first year comes against 
the policies issued that year and that 
year only and to that extent the re- 
serve held would not enter into the 
account at all. 


Q.—I thought we had got past that. 
You have I think gone with me to the 
extent that upon the figures which 
we have examined that expense ratio 
is an important problem during the 
first five years at all events, having 
regard to the reserve you have to 
maintain and so on. I do not want 
you to get away from that unless you 
think you ought to. A.—I don’t want 
to be misunderstood. As I have tried 
to show in that system we were look- 
ing at this morning, the reserve it- 
self does not come into account at all 
until we wish to distribute profits. I 
would like to say this that I would 
consider that coming at the end of 
five years for example on a five year 
distribution policy that I think this 
selected and ultimate method would 
be a very useful method at that time 
to determine what would be a good 
reserve to hold and use this particu- 
lar method in that way to distribute 
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the profits, I think that would be a 
very good use to make of that par- 
ticular method. 

Q.—If you will look at this other 
perhaps this will help us a little. 
This is a paper marked ‘‘N.’’ Have 
you seen that before? A.—No not to 
my knowledge. 

Q.—This is headed, ‘‘Margins, se- 
lected and ultimate, O.M. 34, Manu- 
facturers’ Life rate.’? Then the vari- 
ous ages, premium, net premium. 
O.M. ultimate, then the loading, se- 
lected and ultimate, margin. Total 
for expenses. Percentage for premium. 
Assuming this to be correctly extract- 
ed, tell me what its significance is? 
A.—I would take it that this 627 is 
the amount of the loading in our pre- 
sent rate of premium over and above 
the ultimate table net premium. This 
1229 I take it is the difference be- 
tween the ordinary reserve calculated 
by a mixed table and the reserve by 
this selected and ultimate method. 
The two here are added together, 
showing a total of $18.56. 

Q.—Available for expenses? A.— 
For expenses. 

Q.—Which is 87 per cent. of the 
total premium? A.—Yes. 

Q.—In other words by adopting this 
modification, that is at only one age, 
you get at the age 25, instead of what 
you now have available, you get 87 
per cent. of the whole premium avail- 
able for expenses? A.—Yes. 

Q.—I would like your honors to see 
that. I think we will put these docu- 
ments together and make an Exhibit 
of them. (Exhibit 72.) Comparing 
the amount available for expenses 
under the plan we have been speak- 
ing about, with the amount actually 
expended in the Manufacturers’, you 
do not in the first year have enough 
even on that plan to pay the total 
expense? A.—No, not the way that 
is made up. 

_Q.—You have a total for expense of 
$18.56, while the total expense was 
$31.34. Do you know about the legis- 
lation in New York on that subject? 
A.I believe there has been some 
legislation in regard to limitation of 
expenses, but I am not familiar with 
the exact terms, although I have a 
general idea of it. 

Q.—This is section 33 of the new 
law which adds to the old law a sec- 
tion to be known as section 97, to read 
as follows: ‘97. Limitation of ex- 
penses. No domestic Life Insurance 
Corporation shall in any calendar year 
after the year 1906, expend or become 
liable for or permit any person, firm 


INSURANCE. 461 


SESSIONAL PAPER No. 66 
19th day, May 3rd, 1906. 


or corporation to expend on its behalf 
or under any agreemnt with it, first, 
for commissions on first year prem- 
iums: second, for compensation not 
paid by commission for services in ob- 
taining new insurance, exclusive of 
salaries paid in good faith for agency 
supervision either at the Home Office 
or at branch offices; Third, for medical 
examinations and acceptances of pro- 
posed risks; and fourth, for advances 
to agents, an amount exceeding in the 
aggregate the total loading upon the 
premiums for the first year of insur- 
ance received in said calendar year, 
calculated on the basis of the American 
experience table of mortality, with in- 
terest at the rate of 34 per cent. per 
annum on the present value of the 
estimated mortality gains for the first 
five years of insurance on the policies 
for which the first premium or instal- 
ment thereof has been received during 
the said calendar year, as ascertained 
by the selected and ultimate method 
of valuation as provided in section 34 
of this chapter.’’ Now if you had in 
this country a law of that kind, ap- 
plied to a method such as the method 
we have been discussing, you would cure 
the evil under which companies are at 
present labouring in that respect? A. 
—I am more inclined to think you 
would very seriously cut down the 
amount of new business which a com- 
pany could write sir. 


Q.—I will come to that too. New 
business is a bugbear that is frighten- 
ing all the insurance companies; they 
must have new business. Now if you 
will confine yourself to answering just 
the question I put to you I will let 
you speak about the new insurance 
afterwards if you want to. If that 
law were passed here and were applied 
to a method such as the method we 
have been discussing, you would not 
have any further difficulty of course 
in respect of the excessive first cost 
of new insurance would you? A.—TI 
hardly know what to say on the word 
‘‘difficulty.”’ 

Q.—You would not have an exces- 
sive first cost? A.—No you would not. 


Q.—You would get rid of that. Your 
first answer indicated that you thought 
there might be some compensatory dis- 
advantage in respect of curtaining 
new business. You may state what you 
mean by that? A.—I mean this, I 
think perhaps I will have to speak 
pretty generally too. I don’t think 
to-day any company is paying any 
more than it has to for new business, 
for this reason, it is not to the interest 
of the shareholders or the policyhold- 
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ers. Now I don’t think any of the in- 
surance agents to-day are making for- 
tunes, and I don’t think, in fact I 
feel sure in my own mind that if such 
a law were put in force it would not 
be possible for us to get men to go 
out and solicit business for us on the 
terms such as we have here unless we 
gave them a very considerably higher 
or I may say a future interest in re- 
newal premiums, and for a young com- 
pany for example, it is impossible to 
do that because there are no old prem- 
iums to draw upon. It seems to me 
also that with such a law it would be 
a matter very largely of throwing as 
much as possible of the expense against 
the old business and the assessment of 
expense is a matter that no two ac- 
tuaries or no two men of any position 
in the life insurance business will agree 
upon. 

Q.—I suppose, Mr. Papps, that if 
the law were in that shape it would not 
prevent your company or any other 
company from writing all the insur- 
ance that voluntarily came to it? A. 
—No. I might say here that we would 
not be kept very busy. 


Q.—You could still take care pro- 
fitably of all business that sought you? 
A.—Yes. 

Q.—You would not be swelling your 
volume of insurance by business ob- 
tained under the high pressure of com- 
petition? A.—No. 

Q.—That is what you really mean 
when you strip it of all its disguises? 
A.—I mean more than that. 


Q.—I do not mean disguises in any 
bad sense? A.—No, I understand sir. 
Perhaps I might give you my own 
personal experience in regard to tak- 
ing insurance on my own life, I think 
it is quite relevant, it is this, though 
I am connected with the insurance, 
have been since boyhood, I have taken 
insurance policies ‘on three occasions 
and I would like to mention the reasons. 
In the first place I kept putting it off 
until I was about to pass my 2lst 
birthday and the premium rate would 
have jumped up then. I took my first 
policy then. I took my second policy 
because the premium rates were going 
to be increased and I wanted to get 
in on the old rates. I took my third 
policy because I was shortly about to be 
married and I took it just the day be- 
fore I became one year older to get the 
advantage of the lower premium. 
There I am a man engaged in the 
business and put it off until I would 
lose an advantage by not insuring. 
I think it is the same and more so 
with the general population. Every 
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man agrees nowadays that insurgnce 
is a good thing but if we waited for 
them to come and insure with us we 
would not be overburdened with insur- 
ance. 

Q.—And you would not be overbur- 
dened with the excessive cost of get- 
ting new insurance. Do you know of 
any prosperous British Company where 
they did not employ agents to drum up 
insurance at all? What is the oldest 
British Company that is doing busi- 
ness? A.—The old Equitable I think. 

Q.—Does it employ agents? A.— 
Well I think I will have to say this 
although it nominally does not, I 
understand that a great majority of 
the business coming to English com- 
panies comes through solicitors and 1 
am not at all prepared to say that the 
solicitors don’t get commissions on it. 

Q.—You might just take a look at 
the Equitable report. It is the re- 
port which is to be or has already 
been presented on Thursday the 3rd 
day of May at the 144th Annual Gen- 
eral Meeting. Now there is neve busi- 
ness during the year to the extent of 
£274,460. You see that? A.—Yes. 

Q.—There were claims by death on 
poo amounting to £151,940? A. 
—-Yes. 

Q.—And the bonus additions that 
were paid with those £151,000 were 
£200,419? A.—Yes, I see. 

Q.—The bonus additions that had 
previously been surrendered for cash 
or reduction of premium amounted to 
LLL, 79LP\ A Ves, 

Q.—So that the total bonus addi- 
tions on these policies which became 
claims were £212,210? A.—Yes. 

Q.—The original sum insured £151,- 
000 had therefore been increased by 
bonus to £364,000? A.—Yes. 

Q.—So that on the average every 
thousand pounds of original insurance 
had been increased to £2396 or consi- 
derably more than 2 1-3 times the 
original sum insured. Then there is 
a statement here, 47 policies assuring 
£229,268 with bonus addition of 
£4278 attached were repurchased by 
the society during the year for the 
sum of £7342/17/9 and cash payments 
amounting to £513 had been previous- 
ly allowed for the surrender of bonus, 
the total amount returned by the so- 
ciety to the assured was thus £7856, 
which was equivalent to more than 
92 per cent. of the total premiums 
paid on the policies? A.—Yes. 

Q.—The total expenses of manage- 
ment, including the special expenses 
incidental to the quinquennial valua- 
vica and distribution of profits amount- 
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ed to £16,702, being 8.75 per cent. 
of the premium income or 4.46 of the 
total income. Now ‘that is the re- 
cord of a company which at all events 
ostensibly does not employ agents. 
That is right isn’t it? A.—That is 
right. 

Q.—If you had a law such as the 
law that is spoken of here, in force, 
large commissions in respect of new 
business would have to be cut down 
wouldn’t they? A.—yYes, no doubt. 


Q.—That would be a disappointment 
for the time being no doubt to some 
people, to the people who are receiv- 
ing these commissions, but would it 
not in the end adjust itself, would you 
not get all the legitimate business 
that you want at reasonable rates of 
commission? A.—There is a good deal 
of doubt about that. 

Q.—Is it an unmixed good to have 
this enormous volume of business, 70 
odd per cent. of the lapses in which 
cccur at the end of the first year and 
result in a large total loss, isn’t it a 
great deal better to have less insur- 
ance and have it more persistent? A. 
—Most certainly. 

Q.—Is not the result of the compe- 
tition which is going on and the swell- 
ing of the total volume of insurance 
to bring in first premiums followed by 
no more premiums? A.—Yes, | think 
the competition has a lot to do with 
it. 

Q.—That would be a thing that you 
would be glad to be rid of ? A.—Most 
certainly. 

Q.—li your agents were prevented 
from giving rebates they could work 
fer less commission couldn’t they? A. 
—Yes, any agent I have spoken to has 
expressed himself quite clearly on that 
point, 

Q.—That is your own view? A.— 
That is my own view. 

().—Now let us look for a moment 
at the thing as a question of prin- 
ciple, your company like other com- 
panies, purports to do a participating 
business with its policyholders? A. 
—Yes. 

Q.—It invites the public to come 
in and be insured with a view to par- 
ticipating in the profits of the con- 
cern? A.—Yes. 

Q.—Is it in your view desirable to 
embark in business which has the re- 
sult of imperilling or impairing the 
profits which the policyholders may 
legitimately look to receive? A.—I 
should say not, decidedly. 

Q.—Do you know Mr. McClintock? 
A.—I have met Mr. McClintock. I 
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am not intimately acquainted with 
him, 

Q.—Who is he? A.—The actuary 
of the Mutual Life of New York. 

Q.—Is he a man of eminence in his 
profession? A.—Decidedly so. 

Q.—Have you read the statements 
quoted from him at page 297 of the 
report of the New York Joint Com- 
mittee? A.—I have read Mr. Mc- 
Clintock’s evidence I think as publish- 
ed by his own company, but whether 
it is exactly the same as that I am 
unaware. 

Q.—I want to read this to you and 
ask you whether you see any reason to 
dissent from it. ‘‘Q.—Would there 
be any way by which the company, 
the old Equitable of London, which 
has never employed an agent, could 
increase its business without reducing 
the returns to old policyholdersP A. 
—If it adopted a different system of 
valuation, yes. 

Q.—What would be the different 
system of valuation that would permit 
that result? A.—What I spoke of the 
other day, Dr. Spragge’s system would 
permit it. Mr. Dawson’s system would 
permit it. 

Q.—What do you refer to as Mr. 
Dawson’s system? A.—It was a sys- 
tem which was proposed for reducing 
the amount of reserve the first year 
by giving the company credit for the 
mortality gains for the ensuing 5 
years. 

Q.—This is based on the idea that 
the personally examined risks, the new 
risks of the company show a more 
favourable rate of mortality than is 
indicated by the present valuation? 
A.—Yes. : 

Q.—Now is that more favourable 
rate of mortality shown by any reliable 
data? A.—‘‘Oh yes.’? Do you agree 
with that so far? A.—There is just 
one little point in there I would be 
inclined to differ somewhat in the 
answer to that question as to whether 
this idea of valuation was based on 
the fact that the new risks of the com- 
pany show a more favourable rate of 
mortality, because I don’t consider 
that that formula of the selected and 
ultimate is entirely based on that idea. 

Q.—It is partially based on that 
ideaP A.—Yes. 

Q.—Well then we will admit that 
variation in opinion for the present. 
‘‘Have you tables which will enable 
you to state in fairly accurate per- 
centages the extent to which personally 
examined risks for new business dur- 
ing say five years after business writ- 
ten, show a better mortality than is 
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taken for granted in the present sys- 
tem of valuations? A.—The exper- 
lence of companies is sufficiently well 
known to indicate that for the first 
year the mortality ought to range 
about 50 per cent on the American 
eat Do you agree to that? A.— 
es. 


Q.—‘‘And the idea is that the large 
saving or mortality for the first year 
should have some correspondence in 
the valuation of the policy or the 
ate of the reserve? A.—That is his 
idea.’ 


Q.—‘‘And the amount that would be 
saved on the reserve by that sort of 
valuation could be used with affect- 
ing the interest of their policyholders 
in the getting of new business? A.— 
There is no doubt of it.”? Would you 
agree with that speaking generally, 
subject to the variation you spoke of? 
A.—I would be inclined to differ with 
the statement that that what he calls 
saving in mortality might be used to 
assist in paying for new business, be- 
cause it seems to me that theoreti- 
cally the fact of policies not falling in 
by death in the early years is theore- 
tically at least a very good reason for 
the companies holding instead of a 
lower a little higher reserve to meet 
those claims when they do come in on 
the assumption that if you have lower 
mortality than the table you are using 
calls for in the early years you may 
have a little more in the later years. 


Q.—You would not have a little 
more in the later years than you have 
already provided for on the standard 
table, you don’t look for that? A.— 
No, but I am talking now purely of 
the reserve. 

Q.—Yes, so am I. A.—Well, I say 
this that it might happen that the mor- 
tality in later years might be in excess 
of the mortality provided in the parti- 
cular table. I don’t know that it 
would be. 


Q.—Well now, see if we can put the 
difference just in a nutshell. The for- 
mula for the selected and ultimate 
table reduces the reserve doesn’t it? 
A.—Yes. . 

Q.—The selected formula, taking 
that by itself, reduces the net prem- 
ium? A.—It reduces below the ulti- 
mate table, yes. 


Q.—Then that is where the differ- 
ence is? A.—Yes. 

Q.—I take for granted that mortal- 
ity by the O. M. 10 table is not higher 
than the Hm., which is the present 
Canadian standard? A.—TI believe not. 
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Q.—Do you know about an investi- 
gation that has been going on at Mil- 
waukee into the affairs of the North- 
Western Mutual? A.—No, I have not 
seen it. 

Q.—Then that we will prove other- 
wise. Then Exhibit L. I think I will 
put it in now. This is an answer that 
you have given to our questions in 
connection with the question about 
men values? A.—yYes. (Exhibit 

Q.—Then just a question or two 
with respect to this profit and loss 
sheet. The net income from securities 
investments is only $11,000 odd? A. 
—That is the profit. 


Q.—That is net after taking the re- ‘ 


serve out? A.—Yes, 

Q.—Does not that seem to you to be 
somewhat small? Ought not your se- 
curities to have been earning more 
than that? A.—No, I would say not. 
In this way, we are, as I explained, 
still holding the 43 per cent. reserve 
on this, all our old business, so that at 
that 4% per cent. reserve valuation a 
considerable amount of interest is re- 
quired to maintain the reserve. 

Q.—I see that. But the $11,789.36 
is not a large return upon the amount 
that you have invested, not a large 
net return? A.—No., 


Q.—Then the profits from sales, that 
of course is an item as to which there 
is always a contingency? A.—Yes. 


Q.—And so this increase of market 
values at present at all events, that is 
on paper; the thing itself is not 
changed. If you had not turned over 
at any profit and if there had been no 
increase in market values of course 
you would wipe out half the ultimate 
net profit? A.—Yes. 


Q.—And if the values had gone the 
other way to the same extent, that is 
if instead of making a profit you had 
made a loss on sales, instead of show- 
ing ah increase you would have to 
show a decrease of $64,000 of market 
values and you would have wiped out 
the whole things? A.—The whole in- 
crease. 


MR. SHEPLEY: 1 shall subse- 
quently. of course, have to put in 
some of the matters that I do not care 
to cross-examine upon; I take them as 
facts contained in the answers from the 
company. Subject to that, and sub- 
ject to any questions coming up that 
make it necessary, I have completed 
all I want to ask Mr. Papps. 


MR. HELLMUTH: I would like to 
ask Mr. Papps a few questions arising 
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out of matters my learned friend 
asked, and particularly in regard to 
that statement which I think on the 
questions that I askea Mr. Junkin it 
is quite manifest—I do not want to 
say that—that that $135,000 of sur- 
plus is not as it was stated. 


MR. SHEPLEY: I am very anxious 
to make progress and it would seem 
to me—I submit it to my learned 
friend to consider whether or not we 
have not with the statement itself and 
with the questions and answers that 
have been asked and made—whether 
we have not everything except the 
mere drawing of obvious inferences. 


MR. HELLMUTH: I would have 
liked to have asked the witness a ques- 
tion or two about state insurance, 
which has been tried elsewhere, and 
its results. I do not want to take any 
length of time; it would be a matter 
of probably half an hour at most. 


JUDGE MacTAVISH: Would you 
prefer to proceed with the examina- 
tion now Mr. Hellmuth? 


MR. HELLMUTH: I would prefer 


to-morrow morning. 


MR. McLAUGHLIN: I submit that 
fish ought not to be made of one and 
fowl of another. If the Dominion is to 
carry on the investigation and I am to 
suggest my questions to Mr. Shepley, 
others should be put in the same pos- 
ition. I feel strongly on that point. 
The examination yesterday did not 
elicit anything more; it was merely 
a rehash of what had been asked. It 
was for no good purpose but merely 
to cast a reflection upon the company. 


MR. HELLMUTH: I do not hear 
what my learned friend is saying, but 
I have no doubt it is very interesting. 


MR. SHEPLEY: I told my learned 
friends that I would ask your honors 
now what the plan is for Monday, as 
counsel of course want to make other 
arrangements if we do not sit. 


JUDGE MacTAVISH: What do 
counsel wish? 


MR. SHEPLEY: Speaking for my- 
self I desire to go on on Monday. 

MR. LeBEUF: Next Monday I can- 
not be here and probably | cannot be 
here next Tuesday. I would only ask 
my learned friend, if he can avoid 
bringing up any questions which would 
interfere with the policyholders of the 
Province of Quebec, to do so, for those 
two days. 
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JUDGE MacTAVISH: That is rea- 
sonable. In that case we had better 
say now that we will sit on Monday. 

MR. HELLMUTH: I understand 
the witness will be here in the morn- 
ing P 

JUDGE MacTAVISH: Yes, that is 
when we adjourn to-morrow afternoon 
we will adjourn until Monday morn- 
ing, 


(Adjourned to 10.30 a. m., on Friday, 
the 4th day of May, 1906). 


TWENTIETH DAY. 
MORNING SESSION. 
Toronto, May 4th, 1906. 


Examination of Mr. Papps contin- 
ued. 


MR. SHEPLEY: What is. that 
statement? A.—That is a supplement- 
ary statement I was asked to prepare. 
It shows for each year of issue the 
amount of business paid for and the 
lapses; the heading will probably ex- 
plain it better: ‘‘Percentage of lapses 
in year following issue of new business 
actually pad for in year of issue;’’ 
that means that in the year 1901 there 
was this amount of business issued and 
ectually paid for, and this amount of 
business lapses the next year. 

Q.—That is carried out in percent- 
ages in the last column of all? A.— 
Yes. 

Statement showing percentage of 
lapses in year following issue of new 
business actually paid for in year of 
issue, filed as Exhibit 76. 

Q.—Then I have two other papers 
here relating to specific policies issued 
on the natural premium plan; what is 
the natural premium plan? A.—dAs I 
understand it, the natural premium 
plan gets its name from this fact: that 
the premium charged each year or each 
term of two or three years, some cases 
five years, is supposed to be sufficient 
to cover the cost of the insurance dur- 
ing that year or series of years. 

Q—And then that progresses ac- 
cording to the age of the person? A, 
—Yes. 

Q.—These are specific policies as to 


which the history is given in these two | 


sheets? A.—Yes. 

Q.—One is the policy of a gentleman 
named Wilson who commenced in 1888 
on the premium plan with $13.45 as 
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the premium for the first quinquen- 
nium? A.—Yes, sir. 

Q.—Rising by gradations till in the 
fourth quinquennium it amounted to 
$36.95? A.—Yes. 

Q.—And the other? A.—Is similar 

Q.—That lapsed in its third yuin- 
quennium? A.—Yes. 

Statement of two policies referred 
to on the natural premium plan filed 


as Exhibit 77. 


Q.—What is the experience of your 
company with regard to these natural 
premium policies, as to their feasibil- 
ity from the insurance standpoint? 
A.—I can answer that in a general 
way and say that the natural premium 
policy is an attractive enough policy i in 
the early years when the premium was 
low, but as the life insured gets clder 
unfortunately the premiums increase, 
and I think these policies nowadays, at 
any rate, are usually taken, in fact all 
term policies are usually taken with 
the idea of replacing them by better 
policies afterwards. The unfortunate 
difficulty is that most people put off 
changing them to a better plan until 
the premiums get very heavy. 

Q.—lIs it remunerative to the com- 
pany, or do you find that the expense 
of carrying that exceeds the natural 
premium so called? A.—I cannot an- 
swer that definitely except in a gen- 
eral way, and say that the company 
does not encourage that class of busi- 
ness. 

Q.—That is, I suppose it does not 
encourage, because it does not pay the 
company to carry it? A.—We do not ~ 
want the business; we do not consider 
it as a desirable business for us to 
pursue. 

Q.—I want to call your attention to 
the Government return for 1904 and 
1905, at page 44 of the return for last 
year your company is put down as 
having had under the head ‘‘general 
expenses’? an expenditure of $482,- 
805.68? A.—Yes. 

(Q.—In the previous year in the Gov- 
ernment blue book at page 254 you 
have in round figures covering the 
same classes of expenditure, $394,000? 
A.—Yes. 

Q.—Are you able to offer any explan- 
ation of the increase between 1904 and 
1905? A.—Yes. Before doing so, sir, 
I think it might be well to make these 
records complete. This 44 should be 
referred to as the abstract. I would 
say this: there are several causes; 
in the first place, of course, 
there is a larger amount of 
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business 1n force. JI think it will be 
found that the company also wrote a 
larger amount of new business; furth- 
ermore, during the past year, 1905, 
there was considerable spent in open- 
ing up and extending our business 
in new fields. 

Q.—That is what you have to say 
with regard to that, that there is more 
business in force, and therefore more 
expenditure in connection with the 
business carried, more new business, 
and therefore more expenditure in 
connection with that and then expen- 
eee in extending your business? A. 
—Yes. 

Q.—MR. SHEPLEY: I thought I 
had already put in, but it seems I 
have not, the tables to which Mr. 
Papps’ attention was called yesterday, 
tables B, C,.D, E, F, and H. There 
are other matters attached to them, 
but the tables are what I am putting 
in. (Tables marked as Exhibit 78). 

MR. HELLMUTH: I would like 
to ask a few questions. 

MR. McLAUGHLIN: I beg to re- 
new the objection I made _ before. 
When my learned friend Mr. . Hell- 
muth was permitted to put questions 
to Mr. Junkin it was on the under- 
standing as far as I was concerned 
that the same privilege would be 
granted to other counsel. As the mat- 
ter has come up, and it has been ruled 
definitely as to counsel representing 
the companies, I think the same rul- 
ing ought to apply to all. Neither 
the Province of Ontario nor the Pro- 
vince of Quebec have any legal status 
here. If this Commission is acting 
within its jurisdiction it is investigat- 
ing matters within the exclusive juris- 
diction of the Dominion of Canada, 
and we assume it is acting within its 
jurisdiction, therefore the Province 
have no jurisdiction in the matter at 
all. I merely state the matter that 
way, and the way in which I think it 
cannot be controverted.. We are anxi- 
ous on behalf of our company to sub- 
mit all the information we possibly 
can. The learned counsel for the de- 
fence has been so kind as to compli- 
ment us on the fullness, completeness 
and early date at which we answered 
the large number of questions submit- 
tel to us, and that of course may be 
one reason why our company has been 
given the first place in this Investiga- 
tion. I have also to say with refer- 
ence to the questions put by my learn- 
ed friend Mr. Hellmuth the other day 
to Mr. Junkin that they did not ap- 
pear to be inspired altogether with a 
desire of eliciting information and 
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been on examination for five days, 
had answered very frankly and fully, 


‘remarkably so, I think, as to the vari- 


ous matters of business and the in- 
numerable transactions in connection 
with a large company for so many 
years. He had also been asked as to 
his secret thoughts and meditations 
of his heart, and as to abstract prin- 
ciples of moral philosophy. It was not 
necessary at the close of all that exam- 
ination for counsel to make such re- 
marks to him as if he ever stole a 
dollar would he forget it, and things 
of that kind, which were clearly, I 
submit, unnecessary. I do not want 
to say for a moment that they were 
asked with any malicious intent, but 
I think it was not in good taste. We 
were told by Your Honor in the begin- 
ning that this was not a prosecution, 
and. we are ready to submit any in- 
formation that the Commission asks 
us for, directly or indirectly, and we 
wish to be treated with reasonable 
courtesy. I submit the examination 
conducted by the learned counsel for 
the Dominion has been thorough and 
exhaustive. J do not think my learned 
friend Mr. Hellmuth will question 
either the ability or the good faith of 
the gentlemen that have conducted 
that examination, their ability to 
make a thorough examination and 
their good faith in carrying that out, 
and I do not think he can question 
but what it has been done. We from 
our point of view feel that it has been 
some what one-sided, but I have no 
doubt the counsel have conducted it 
in a manner which appeared to them 
to be in the best interests of the Do- 
minion at large, for whom they are 
acting, and I have no right to object 
to their methods of conducting that 
examination, and I am not doing so; 
only after an examination so thorough 
and exhaustive, and by counsel who 
are perfectly capable of conducting it, 
there is no logical reason, no good 
reason of any kind, why counsel who 
have no status here, who represent no- 
body—because I appear here for the 
company and for all its members, both 
policyholders and _ shareholders—I do 
not admit the right of any man to 
come here to say he represents my 
clients—there is no good reason why 
counsel who have no status here should 
be allowed to examine. 


MR. LeBEUF: If the Board will 
allow me, I think it is time for me 
to state that with regard to myself 
and the Province I represent my 
learned friend is in error. I do not 
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pretend, and I want it to be made 
very clear, that I have the slightest 
right to put any question or any cross- 
question to any witness. I said at 
the beginning in Ottawa that I am 
not here to take any leading part 
in this Investigation. Of course I 
must look to the interests of the 
Policyholders of the Province of 
Quebec, and whenever I ‘think there 
is any suggestion to be made I ‘make 
it to Mr. Shepley or to Mr. Tilley 
and ask them to put the question 
that I would like to be put; but I do 
not pretend for a single moment that 
I am entitled to put any question 
myself. On this I have no _ hesita 
tion whatever. 


MR. McLAUGHLIN: I am quite 
willing to submit to my learned 
friend, Mr. LeBeuf’s correction of 
a statement as far as he is concern- 
e 


MR. SHEPLEY: TI do not know 
that anything is expected at all from 
me. I have stated my position from 
the outset, and there is not any use- 
ful purpose to be served by my stat- 
ing it again. 

MR. HELLMUTH: It is perhaps 
somewhat unfortunate that I should 
find myself in a different position 
from the gentlemen who represents 
the Province of Quebec. I do not 
know that I have ever claimed any right 
to conduct this inquiry, but I do 
claim a status here; I claim a status 
as appointed to represent the policy- 
holders of Ontario by the Govern- 
ment of the Province of Ontario. I 
do not know any higher authority to 
appoint a counsel. If the Commis- 
sion say they do not wish counsel on 
behalf of the policyholders of Ontario 
appointed by the Government, I shall 
retire as gracefully as possible; but 
if they so desire that the assistance 
of counsel in that capacity shall be 
afforded to the Commission—and I 
certainly understood when we ap- 
peared at Ottawa it would—then I 
suppose they expect that assistance to 
be as full as the counsel is capable of 
giving. I do not doubt, and I would 
like to. make that as clear as pos- 
sible, I do not doubt in the least 
the absolute good faith of those con- 
ducting the inquiry, but there are cer- 
tain matters that are brought to the 
attention of myself and colleagues 
by policyholders to ask us to bring 
certain matters out. If that is so, 
and these matters are worthy of any 
attention, why should a _ reasonably 
short examination not be allowed? [I 
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go further, if to myself and colleague 
matter is brought in the shape of in- 
formation of witnesses I would ask 
the Commission to allow me to intro- 
duce that witness at the close of any 
particular matter. Surely he could 
not be refused, unless it be that the 
policyholders of the Province of On- 
tario are merely to sit by and look 
on; and if that is so I do not care to 
fill the role, that is to say I do not 
think any good object can be served, 
because we can all read the proceed- 
ings. I do not want to interfere un- 
necessarily, I do not propose to inter- 
fere unnecessarily, I do not want to 
go over ground that has been covered, 
but there are matters that during the 
course of an investigation will sug- 
gest themselves. As to one thing I 
think it would have been a great deal 
better if my learned friend Mr. Mc- 
Laughlin had made no reference to Mr. 
Junkin. I made no reference what- 
ever to him, but when it is said that 
I unnecessarily pursued a gentleman 
whose conduct admittedly by himself 
was perfectly outrageous in the ac- 
counts he falsified, the resolution— 


MR. McLAUGHLIN: My learned 
friend has no right to make that 
statement. 


MR. HELLMUTH : I make that 
statement with absolute certainty, I 
do not propose to be dictated to by 
my learned friend. 


MR. McLAUGHLIN: It is follow- 
ing up the same spirit you exhibited 
before. I must say now I am not 
here to listen to that kind of thing. 
I think, Mr. Chairman, in all fair- 
ness the test of a good man is not 
that he never makes a mistake, but 
the test of an honest and good man 
is when he makes a mistake he makes 
it right. That has been done in this 
case by Mr. Junkin, by Sir Henry 
Pellatt and by every director of the 
Manufacturers’ Life. We have not a 
man who comes here as a paragon of 
virtue and says he never makes a mis- 
take. This is not to be a quarrel as to 
personalities, and when my learned 
friend gets up here to make a violent 
personal attack on Mr. Junkin who 1s 
not able to defend himself before this 
Commission he is doing an outrageous 
thing. 

MR. HELLMUTH: I have not 
made a violent personal attack. 

MR. McLAUGHLIN: You do not 
know what a personal violent attack 
is. 


MR. HELLMUTH: Be quiet. 
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JUDGE MacTAVISH: 
have order. 

MR. HELLMUTH: When Mr. Mc- 
Laughlin says J am actuated by im- 


proper motive, and that’ I exhibited 
improper motive I throw those back 


We must 


at him; I say my motives will stand © 


their own test, and I do say anyone 
reading that evidence would have 
been perfectly justified in going a 
great deal further than I did go. The 
evidence is there for everybody to 
read. I submit I am entitled to ask 
reasonable questions; of course if they 
are at unreasonable length the control 
hes with you. If you decide I have 
no status at all, that my position must 
be simply to sit and look on, I have 
to bow to your decision, but I pro- 
test against it. 


MR. McLAUGHLIN: I would like 
to say a word in answer to a few 
remarks made by my learned friend. 
In my earher statement I was par- 
ticularly not careful not to attribute 
any wrong motive to my learned 
friend; I expressly refrained from 
doing that. 1 am not in the habit 
of making unkind remarks’ with 
reference to counsel who appear in 
cases, and if I did make an unkind 
remark with reference to Mr. Hell- 
muth, I would be glad now, and do 
most heartily withdraw it. Just 
one word further; if our friends, the 
Ontario Government were investigat- 
ing their own insurance department 
and the various companies that are 
Heensed and chartered by them, 
«nich they have perfect jurisdiction 
and right to do, and which I think 
they ought to do, they would con- 
sider it improper for the Dominion 
to interfere in that investigation. 
Then I further say in answer to what 
my learned friend says, when he 
comes here and says he represents 
exclusively the policyholders — of 
Ontario I‘say that I represent the 
policyholders of my own company and 
the members of my own company. 
Further, does he mean to say that 
the counsel representing the Domin- 
ion of Canada do not represent the 
people of Canada, the policyholders 
from one end to the other. Does he 
mean to deny that statement? If he 
does he denies something that is self- 
evident. It cannot be denied. 


JUDGE MacTAVISH: The Com- 
missioners are of the opinion that 
Mr. Hellmuth should be permit- 
ted, and counsel for any Pro- 
vince representing the policyholders 
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of that Province should be permitted 
—to use the words used at the open- 
ing of the Investigation—to further 
elucidate a particular subject matter 
after it has already been dealt with 
by counsel for the Dominion. We 
desire the Investigation to be as 
thorough as possible, and we have no 
desire whatever to restrict any rea- 
sonable scope that the Investigation 
may take. We do desire, however, to 
save time, so far as we can, and I 
think that within the next few days 
we must have a consultation with the 
counsel interested to see if we can- 
not devise some means by which the 
proceedings may be expedited. We 
are not discussing the question 
of the strict legal right of coun- 
sel, but we think that in the 
public interest we should not, at the 
present stage at all events, say that 
counsel appointed by the Provinces 
representing the policyholders have 
no right to interpose in the examin- 
ation of witnesses called by or on 
behalf of the Investigation. We of 
course must not lose sight of the fact 
that it is only one Investigation (not 
two or three) and that the counsel 
appointed by the Dominion have the 
conduct of it. 


Examination of Mr. Papps_ con- 
tinued : 


MR. HELLMUTH: I suppose you 
have read the Armstrong Commission 
report? A.—I cannot say that Il 
have. I have read at different times 
different articles in the. Insurance 
papers, but recently, as you may well 
imagine, I have been rather too busy - 
to read very much of insurance liter- 
ature. 


Q.—Perhaps you noticed their 
references in regard to the advantage 
or disadvantage of capital stock in a 
company? A.—I have seen a good 
many articles of one kind and 
another for and against it, whether 
I could remember any particular 
article I could not say. 


Q.—In their report after going 
through the various companies in this 
volume at page 376 they say, ‘‘Not 
only should stock companies be’ per- 
mitted to give policyholders the right 
to vote, but an opportunity should 
be afforded for conversion into purely 
mutual companies’’—you have heard 
that idea expressed? <A.—Yes. 


Q.—And then on the next page 
they say, ‘“‘In other words the law 
should provide that the stock should 
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be retired upon an equitable plan 
providing for payment of the stock- 
holders, etc.’?? A.—Yes. 


Q.—Do you think that capital 
stock plays any important part in a 
life insurance company after it has 
got fairly on its legs, that it is of 
any advantage whatever to _ the 
policyholders? /A.—That, Mr. Hell- 
muth, is rather too general a ques- 
tion to answer yes or no to; I might 
be allowed to explain. 

Q.—Yes? A.—If we take the case 
of a company that has been in busi- 
ness for a considerable number of 
years, and has got a good deal of its 
business, or you may say the majority 
of its business on the deferred divid- 
end plan, so that there is consider- 
able surplus accumulated, then the 
capital stock, unless it is a very large 
one, won’t have very much import- 
ance in the company, for this reason, 
that in the event of any undue fluc- 
tuations there is a considerable sur- 
plus there to fall back upon without 
upsetting the legal solvency of the 
company. If, however, we could take 
the case of a company just as old, 
just as large, that distributed 
every dollar of surplus at the end of 
every year, I think that the capital 
stock would play a very important 
part in the management of the com- 
pany. 

Q.—That is to say if a company is 
in a first-class financial position, with 
a large surplus, with reserves proper 
and all that, then it does not require 
the capital? A.—I should say not. 

Q.—And the capital of such a com- 
pany, the larger it is is the greater 
drain upon the policyholders? A.— 
No, I would not say that. 

Q.—Let us just see; the capital, 
we will say, earns the ordinary rate 
of interest as other investments earn? 
A.—Yes. 

Q.—Somewhere between 4 and 5 per 
cent.? A.—Yes. 

Q.—If the dividends paid on that 
capital are 8 or 10 per cent. the dif- 
ference has to come out of the pro- 
fits, has it not? A.—Unless the 
shareholders have paid in more than 
their nominal capital. 

Q.—Whatever the nominal capital 
is, if a dividend is paid upon that it 
must come out of the profits from the 
policyholders’ money? A.—Certain- 
ly, because there is no other place. 

Q.—Are you in favor yourself of the 
abolition or conversion of the capital 
so soon as a company gets strength? 
A.—I can hardly answer that question 
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either yes or no; I will have to say 
this, if, and, it is necessary to use 
the word if, if it were possible to get 
the policyholders to take an active 
and intelligent interest from year to 
year in the conduct of the business, 
to exercise their voting power intelli- 
gently, I think that I might be in- 
clined to favor the idea of paying off 
the shareholders in an equitable man- 
ner, but, and here is the difficulty, if 
it is impossible to get the policyhold- 
ers to exercise their option of voting, 
and to exercise it in an intelligent 
way, then I consider that placing the 
management nominally in the hands 
of the policyholders may be fraught 
with great danger to the company. 

Q.—Nominally? A.—Yegs sir. 

Q.—You do not think it could be 
devised that the policyholders would 
really have the control? A.—I can 
perhaps best answer that by saying 
that at present I do not know one 
purely mutual company where I think 
the policyholders really exercise very 
much control in the management of 
the company. 


Q.—With proper conditions though 
you would favor the mutual company 
with a policyholder controlling? A. 
It depends altogether on what the 
word proper means. 


Q.—I mean people acting perfectly 
sensible to their own interests? A.-— 
Yes, but before agreeing with that I 
would have to be assured that they 
would do so. 

Q.—I don’t know whether you gave 
my learned friend the figures of the 
amount that would be required to 
place your business on the 4 per cent. 
reserve? A.—The whole of the busi- 
ness ? 

(.—Yes, I mean the old business on 
the 4 per cent. reserve, just the fig- 
ures? A.—J have not them here. 

Q.—You can give them, can you? 
A.—Not on the Hm. 4 per cent. I 
will have to explain that to you. We 
happen to be reporting to the State 
of Michigan a valuation of our poli- 
cies on what is known as the combined 
mortality table, 4 per cent. interest. 

Q.—Wonld it make many thous- 
ands of dollars difference? A.—yYes, 
it makes considerable difference. 

Q.—You have not calculated the 
other? A.—wNo. 

Q.—Do you view life insurance as 
an indemnity or an investment? A. 
IT was given to understand from the 
legal standpoint a life insurance con- 
tract is not supposed to be a contract 
of indemnity. 
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Q.—I am not asking the legal point 
of view, is it intended to be an in- 
demnity such as fire insurance, or is 
it an investment? A.—I understand 
that is the distinction between fire 
insurance and life insurance, that fire 
insurance is an indemnity and life in- 
surance is not. 

Q.—You do not think life insurance 
is an indemnity, is that your view, 
but an investmentP A.—No sir, I 
would not say it was that. 

Q.—It can be more certainly fixed on 
an average than any fire insurance—I 
think you have almost told us that? 
A.—Yes, I should say so. 

Q.—So that it can be made an in- 
demnity pure and simple? A.—I do 
not think I can agree to the use of 
the word indemnity, because the man 
that is to be indemnified, that is the 
earning power of any particular life 
is a pretty hard thing to fix. 

Q.—But if you insure your ten 
thousand dollar house for $5000 you 
have an indemnity as to $5000 of the 
value? A.—Yes. 

Q.—If you insure your $100,000 life 
for $50,000 you have an indemnity as 
to $50,000? A.—Looking at it in that 
way. 

Q.—So that in that point of view 
is life insurance best to be considered 
as an indemnity or as an investment, 
the money put in, is it to indemnify 
against that loss, or to be invested— 
which is the better plan? A.—I can- 
not give a definition in that way, I 
ean only say I think life insurance 
.must be considered as a combination 
of the two. 

Q.—And as a matter of fact 90 per 
cent. of insurers treat it as invest- 
ment by taking participating profit 
bearing policies? A.—Yes, I suppose 
you can look at it in that way. 

Q.—So that only about ten per cent. 
of those insured in companies are 
treating it as a pure indemnity, or as 
an indemnity only? A.—TI think you 
are wrong there, because you take the 
ten per cent. who have without-profit 
policies, if they take without-profit 
endowment insurance policies they 
naturally look at that endowment as 
an investment although there are not 
any profits attached to it. 

Q.—You are only leaving my per- 
centage still more; there are not even 
ten per cent. who look upon insurance, 
or who take insurance now for the sake 
of indemnity? A.—No, I could not 
agree to that, because I do not know 
that any one takes insurance without 
the idea of indemnity. 

Q.—No, but I mean the investment 
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feature is present to them, and is en- 
couraged? A.—I think so in most 
cases. 

Q.—And that materially of course 
adds to the cost, bringing in the in- 
vestment feature? A.—The cost of 
what? 


Q.—The cost of the premiums? A. 
Yes, it increases the premiums. 


Q.—Have you any knowledge of any 
system where insurance is treated sole- - 
ly as indemnity without any invest- 
ment? A.—I think perhaps the near- 
est approach to that would be what 
is technically known as a yearly re- 
newable term policy. 


Q.—You are speaking now of a com- 
pany which does that business along- 
side of its participating profit busi- 
nessP A.—Yes. 

Q.—Do you know of any system 
though, that ignores altogether the 
profit issuing policy and simply gives 
insurance at rates that merely cover 
the reserve and the actual expense 
without anything provided for profits? 
A.—I cannot say that I know of any 
company today that does that, 

Q.—I did not say company, I say 
of any system, any place where that 
is done, any country—you are an in- 
surance man, you surely have studied 
this question? A.—I do not know 
exactly what you mean. 

Q.—Do you know the New Zealand 
Government Insurance? A.—I know 
something of it, yes. The actuary of 
that company has been kind enough to 
send me literature occasionally. 

Q.—You know there the cost of in- 
surance— 

Mr. Shepley speaks to Mr. Hell- 
muth. 

MR. HELLMUTH: My learned 
friend Mr. Shepley has stated that 
this Government Insurance he is tak- 
ing up as an independent branch, 
and under those circumstances I do 
not wish to go into it with this wit- 
ness, although I think that perhaps 
this witness might possibly be re- 
called. 

MR. SHEPLEY: He may be use- 
ful when the time comes, but I do 
not care to commence in that way. 

MR. McLAUGHLIN: I may say so 
far as Mr. Papps is concerned, any 
general information he can give to 
this Commission he will be available 
at any time. We presume he is be- 
ing examined now with reference to 
our own company. 

MR. HELLMUTH: Q.—Leaving 
that subject for a moment then have 
you made any calculation as to the 
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cost of your tropical and sub-tropical 
business, how it compares with the 
cost of other business? A.—There 
was one thing now with regard to 
this foreign business I think in jus- 
tice to the company I will have to 
ask the permission of the Commis- 
sioners to give in a general way this 
information without giving details, 
and then any question I may be asked 
to answer I will be glad to do so 
afterwards; will that be satisfactory. 


Q.—Perfectly A.—I have gone to 
some little trouble to get some infor- 
mation on this subject, and I have no 
objection to you seeing it, or I have 
no objection to handing it in as an 
exhibit, if we are assured it will 
not be published for the benefit of 
our competitors. 


Q.—Do not put it in please in that 
way; I can ask you some general 
questions which you can answer gen- 
erally? A.—Would it not be better 
to let me give a general statement 
first? 

Q.—I will just ask you a general 
question; I have no objection to your 
giving a general statement; what I 
want to get at is this, is or is not 
the cost of this foreign business in 
excess of the cost of home business? 
A.—I think not. 

Q.—You have gone over tthe re- 
turns? A.—yYes; of course that state- 
ment, one word, cost needs to be 
qualified; by cost I suppose is under- 
stood the relative cost to the com- 
pany of the business. 

Q.—No, I do not mean that, I 
mean first, does a thousand dollars of 
insurance in the tropical or sub-tropi- 
cal countries cost you more than a 
thousand dollars of insurance home 
here in Canada, that is the first, I do 
not want the details at all—I want to 
know if that is correctP A.—I can- 
not say that it does, to answer that 
question I cannot say yes or no. 

Q.—You have not looked it up? A. 
—It is a question of how to look it up. 

Q.—Do you not get returns of the 
total expenses of the insurance written 
in the various countries beyond Can- 
ada? A.—yYes, certainly. 

Q.—And can you not tell then what 
the volume of business in any given 
year in any given country has cost in 
proportion to the amount of business 
obtained? A.—Yes, the difficulty is 
this, it is necessary to apportion the 
expenses, as Mr. Junkin explained on 
the stand, between new and renewal 
business, and that makes it difficult 
to answer your question just as you 
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ask it. Allowing for the relative 
volumes of new and renewal business 
I would say that our foreign business 
on the whole does not cost us more 
than at home, or if it does cost more 
in dollars and cents it is more than 
made up by the provisions made in 
the premium loadings. 

Q.—That is as you have explained 
the premiums are loaded higher for 
the tropical and sub-tropical busi- 
nessP A.—Yes. 


Q.—But the net premiums are the 
same? A.—They are very, very con- 
siderably different. 


Q.—The net premiums as well as 
the loading? A.—Yes. 


Q.—The net premiums are higher? 
A.—Yes. 

Q.—Highest in the tropicalP A.— 
Yes. 

Q.—And between home and tropical 
in the sub-tropical? A.—yYes. 

Q.—And does that make allowance 
for a larger reserve, those higher net 
premiums? A.—That is a very tech- 
nical question. I can only explain it 
in this way; if the excess of mortality 
in the tropics falls during the early 
policy years, there will not be an 
increase of reserve, for, to put it as 
simply as possible, it may be consid- 
ered that the extra amount in the 
net premium meets the extra mortal- 
ity year by year as it occurs. 

Q.—Do you as a matter of fact cal- 
culate the home and the foreign 
business on the same _ basis for 
reserve? A.—For reserves we do. 

Q.—Have you made any calcula- 
tion as to interest earned or paid by 
the company on that portion of the 
premium which is the loading for 
profits? There is a certain portion 
of participating policies that is 
loaded for profits, the premium? A. 
—Yes. 

Q.—Now have you made any cal- 
culation to show what the Manufac- 
turers returns by way of _ interest 
upon that, we will say $5 or $6 in the 
premium that is put there for the 
purpose of profits, does it return the 
$5 itself to start with, supposing 
that to be the loading, year by year 
for profits? A.—Do you mean to say 
does the interest on the $5 amount 
to $5? 

Q.—No, no, I mean does it return 
to the policyholder the sum that has 
put upon the premium for the pur- 
pose, loaded on the premium for the 
purpose of profits, and at what rate 
of interest? Have you calculated 
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that on any given class of policies? 
A.—No. : 

Q.—Could you do that, because 1t 
would be interesting I think? A.— 
It would be necessary to determine 
then what particular portion of the 
premium was supposed to be the load- 
ing for expense. is 

Q.—Certainly, but you can do it in 
this way, take a straight life policy 
at a given age, which is without pro- 
fits, and take the same life policy, 
at. the same age with  pro- 
fits, and the difference in the prem- 
ium can be assumed to be the loading 
for profits. That does not seem to 
me to be difficult? A.—I have not 
figured it on that basis. 

Q.—Would you make a calculation 
of that kind; do not take one case, 
that might not be a fair average, 
but take two or three different ages, 
and let us see what amount is 
returned on those loaded premiums, 
and with what rate of interest? A. 
—That can be looked up. There is a 
statement I might make, if I might 
be allowed to do so. There are a 
couple of points I would like to men- 
tion in regard to my evidence. They 
will not take very long. 

MR. SHEPLEY: By all means. A. 
—In the first place I would like to 
say that in answer to that question 
in regard to lapsed policies I diverged 
considerably from the requirements in 
answering the question, as I hoped 
that it might give some working data 
for the commission, and I have been 
thanked I may say for doing it in 
that way, but there has arisen a 
little misunderstanding out of the 
questions and answers of yesterday 
that I think not only in justice to 
the company, but the business gen- 
erally should be corrected. For 
example the impression has gone 
abroad that 78 per cent. of the poli- 
cies issued by the Manufacturers’ 
Life lapsed at the end of one year. 

Q.—You did not say that Mr. 
Papps. A.—No sir, but that is the 
impression that has gone abroad. 

Q.—I am afraid if we try to cor- 
rect the impressions that careless 
people form we will use all our time 
doing that. You made it very clear, 
and it is down upon the notes. 

MR. McLAUGHLIN: It can be 
made clear in a moment, and these 
things do serious damage that I am 
satisfied the Commission does not 
want done. 

JUDGE MacTAVISH: If you 
think it is going to do harm to the 
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company, and you can correct it in 
a concise way, you may do so, 


MR. SHEPLEY: The witness 
made no such statement as that. A. 
—_As I explained the other day, pub- 
lic opinion is perhaps the best asset 
any life insurance company has. 
Now I will just say that 78 per cent. 
was this; 78 per cent., not of the poli- 
cies issued, but of the policies which 
lapsed in the first five years, went 
off at the end of the first year. 
Another thing I might mention in 
connection with that is that I think 
the practice of rebating, which has 
been referred to, is largely responsible 
for that, because where a policyholder 
does not pay the full first year prem- 
ium in the first year, he very often 
objects to do so in the second. 


MR. SHEPLEY: That _ sounds 
natural. 

A.—Another thing, where a _ pol- 
icyholder has taken a policy in com- 
pany A, when that second prem- 
ium falls due the agent of company 
B by offering a rebate can very often 
induce the policyholder to drop out 
of company A to go into company B. 

JUDGE MacTAVISH: And form 
part of the new business of company 
BP A.—Yes, for one year only. Now 
I was asked a good many questions in 
regard to the deferred dividend policy 
yesterday. I think I might make a 
short statement to this effect, that I 
consider the deferred dividend sy- 
tem a beneficial one provided there is 
a proper annual accounting. I con- 
sider that that will eliminate the dan- 
gers of the system, and I would like 
to see it compulsory on the companies 
to report each year to the Department 
in Ottawa the state of those funds, 
giving considerable details. In regard 
to the question of policy reserves I 
would like to say that it is only when 
the solvency of a company is in ques- 
tion that the exact amount of the total 
policy reserves is so important. As 
long as there is no question of the sol- 
vency of the company it makes no 
practical difference to the company 
as a whole whether it has a certain 
reserve and a certain surplus, or a 
larger reserve and a correspondingly 
smaller surplus; both the reserve and 
the surplus are invested, earning in- 
terest. The present system of valua- 
tion has proved satisfactory, with per- 
haps one exception, that it has caused 
the younger companies to show an 
impairment of capital in the early 
years. The selected and ultimate 
method might relieve that and would 
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to a large extent anyway, but it seems 
to me that if the present system acts 
as an incentive to the younger com- 
panies to reduce and wipe out that 
impairment at as early a date as pos- 
sible, I would not care to see that 
system superseded. When it comes to 
a question of funding the reserve on 
individual policies in connection with 
- distribution of surplus, I think the 
selected and ultimate method is likely 
to prove very valuable. 

MR. McLAUGHLIN: I would like, 
Mr. Shepley, if you would put in this 
statement on Mr. Papps’ evidence. 
It shows the exact ratio of the busi- 
ness and the expenses and the re- 
sults. 

MR. SHEPLEY: We won’t waste 
time over it. I will put it in subject 
to verification. 

ae McLAUGHLIN: It might be 
read. 

MR. SHEPLEY: Do you think it 
is necessary at this moment? 

MR. McLAUGHLIN: Yes, I would 
like to have it read. JI am not asking 
many favors. 

MR. SHEPLEY: I will read it, 
but it must be understood that it 
is subject to verification. 

MR. McLAUGHLIN: Mr. Papps 
has sworn to it. 

MR. SHEPLEY: This is what the 
statement says, that the old Manu- 
Ga in a year which is not speci- 
fied— 

MR. McLAUGHLIN: It is 1900. 

MR. SHEPLEY: The old Manu- 
facturers in the year 1900 did a new 
business amounting to $2,712,205. 
Which made a total business of $15,- 
409,620. That they showed assets in 
that year of $2,279,176. 


That the total income of 
LHAt Your Waseca st: 
That the expenses were 
And the percentage of ex- 
penses to income ......... 22.21 
That the Temperance and 
General in that same 
year did a businessof $1,778,760 
Making a total business of $10,007,625 


$710,592 
$157,816 


That the assets were ...... $925,182 
That the income was $294,509 
mr perrees.”"Pfri4, SNe seen: $100,045 
Percentage of expenses to 

TAGOIMO VAS SR 33.97 


Then those are totalled, making an 
average according to the totality of 
25.65 per cent. - 

Then the business is given for each 
year in the same way. 

1905, the last one, new 


DUSEMOBES AZ EE ef $7,686,669 
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SRL Tse eee ON igs ce athe $42 270,272 
BBLS Cole ats Ue eae $7,189,682 
aR riaHer OMY OE AAG aay $1,944,810 
RUS OTNARN LE Re ed $482,806 
PAHO PLUG. 39k. GMs Hoe Sa. Ske 24.83 


That goes in subject to verification. 
(Exhibit 79.) 


(Hon. S. H. Blake, K.C., appears on 
behalf of Sir Henry Pellatt.) 


WILLIAM J. ROONEY, sworn. 
Examined by MR. TILLEY: 

Q.—Mr. Rooney, what is your occu- 
pation? A.—Bookkeeper. 

J.—Bookkeeper for whom? A,— 
For Pellatt & Pellatt. 


Q.—Who are stock brokers in To- 
ronto? A.—Yes. 

Q.—Sir Henry M. Pellatt, a mem- 
ber of the firm, being the Vice-Presi- 
dent of the Manufacturers’ Life In- 
surance Company? A.—Yes. 


Q.—Has the firm of Pellatt & Pel- 
latt been brokers for the Manufactur- 
ers’ Life Insurance Company? <A.— 
I believe they have. 


Q.—And also for Mr. J. F. Junkin, 
the Manager? A.—Yes. I do not 
mean to say they have been brokers 
altogether for them, but they have 
acted as brokers for them. 

Q.—They have acted as brokers for 
the company, and also for Mr. Jun- 
kin, the Manager? <A.—Yes. 

Q.—And you have the books Here 
containing the transactions with each ? 
A.—I_ have. 

Q.—What have you to do with the 
books of the office? A.—I write up 
the cash book. 

Q.—Are you in charge of the office ? 
A.—I am in charge of the office at 
present, 

Q.—And therefore have general su- 
pervision, have you, over the books 
of the office? A.—Over the books of 
the office. 

Q.—Then will you turn up the ac- 
count of Pellatt & Pellatt with the 
Manufacturers’ Life Insurance Com- 
pany? A.—(Produced.) 

Q.—The account with the Manu- 
facturers’ Life Insurance Company 
commences with September 6th, 1901? 
A.—Yes sir. 

Q.—And it ends en February the 
6th, 1905? A.—Yes sir. That is so 
far as the ledger entries are concern- 
ed. : 

Q.—Then what other transactions 
would you have with the company be- 
sides the ones that are shown in this 
ledger ? A.—We might have cash 
transactions, which are stocks pur- 
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chased or sold, and paid for in cash 
the same day. 

Q.—You would call those cash tran- 
sactions? A.—Yes, they would not 
appear in the company’s account in 
the ledger. 

Q.—But all other transactions where 
the stock is carried for either a few 
days or a longer time, would appear 
in the ledger? A.—They would appear 
in the ledger, yes sir. 

Q.—Then is this account that you 
produce, .a correct account of all the 
transactions with the Manufacturers’ 
Life except_those that were strictly 
cashP A.—Yes sir. 

Q.—Then turn to Mr. Junkin’s ac- 
count. (Produced.) 


MR. SHEPLEY: I think it had bet- 
ter be understood that we will have 
exact copies of these accounts put in 
the record. 

MR. TILLEY: Then the account 
of J. F. Junkin is in another ledger 
and commenced September 15th, 1902, 
and continues to May the llth, 1905, 
when the account was closed ? A.— 
Yes sir. 

Q.—Then in the same way would 
there be other transactions with Mr. 
Junkin on a cash basis, or do you 
know whether this compromises all his 
transactions P A.—No, I could not 
say whether he had any other transac- 
tions or not on a cash basis. 

Q.—But this would include every 
transaction you had with him except 
on a cash basis? A.—Yes. 


Q.—Then in September, 1902, did 
you buy some C. P. R. stock? A.— 
On September the 29th we bought 400 
shares of C. P. R. stock, which went 
through on the 30th. You will’ under- 
stand that purchases of stock which 
go through in tht exchange, go through 
the clearing house on the following 
day unless they take place on Friday 
or Saturday when they would go 
through on Monday. There is no clear- 
ing house on Saturday. 

Q.—What you are explaining now 
is that the dates in the books would 
be the day after the transaction took 
place? A.—Yes. 

Q.—So the date in the book for a 
transaction on the 29th of September 
will be September 30th? A.—Sep- 
tember 30th here. 

Q.—What transaction have you on 
September 30th? A.—September 30th, 
we have the purchase of 400 shares 
C. P. R., 200 at 189, and 200 at 1393, 
which includes one-quarter per cent. 
commission. These are the prices in- 
cluding commissions. 
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Q.—Then have you the record of 
those purchases; what book do you 
call this? A.—Sales book. 


Q.—The entry in your sales book 
dated September 30th, 1902, is 
‘Bought for J. F. Junkin from,” and 
then the name of the seller is not en- 
tered immediately after the word 
“‘from’? ‘is /itiP) /A\—No '‘sirt 


Q.—Below there are two items of 
CrP Re One" 18,200 TOs Pow tee 
making $27,800. And the other 200 
C. P. R. 1883 making $27,750. Added 
to those sums is the brokerage one- 
quarter per cent., making in all $55,- 
650P A.—Yes sir. 


Q.—Opposite each of those items, 
each of the 200 shares you find ‘‘P. 
& P.’’ don't your A.— Yes, 

. What does that meanP A.— 
Pellatt & Pellatt. 


Q.—What does that mean then, find- 
ing the name Pellatt & Pellatt oppo- 
site each of those amounts of stock? 
A.—It shows that that stock came 
from Pellatt & Pellatt in the first 
place. . Or, well, not in the first place, 
but over here you will find a purchase 
of 400 shares at 1388 7-8. 


Q.—You refer now to an entry on 
the bottom of the following page, there 
being five intervening entries? A.— 
Yes. 

Q.—Five intervening transactions 
but all dated September 30th, and the 
entry you refer to is, ‘‘Bought for P. 
& P. 50 shares C. P. R. new 1883.’’ 
Then is that the name of the broker 
from whom you bought? A.—Yes. 


Q.—‘‘Ferguson.’? Making $4937.50. 
Then below that ‘‘400 shares C. P. R. 
old 138 7-8.’”? With the broker’s name 
‘Case’? and the total $55,550P A.— 
Yes sir. 

Q.—Then you say that the old C. 
P. R. stock referred to in that entry 
is the C. P. R. stock that was referred 
to in the first entry that you read 
with Mr. Junkin? A.—I do, yes. 


Q.—The transaction appearing to be 
a purchase from a broker of 400 shares 
for Pellatt & Pellatt, and the sale by 
Pellatt & Pellatt to J. F. Junkin, 
is that right? A.—That is right sir. 

Q.—AIll on the same day? A.—All 
on the same day. 

Q.—Then how do you identify that 
purchase of C. P. R. stock with the 
sale of the C. P. R. stock to Mr. Jun- 
kinP #A.—Well, the average price . 
that it shows here works out the same 
as this purchase from Case, so that 
we paid Case exactly the same amount 
as we sold to Mr. Junkin at. 
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Q.—You see that you have split it 
up into two items of 200 shares each 
on the sale to Mr. Junkin? <A.—Yes. 

Q.—And taking those two items the 
total comes to the 400 shares at 1388 
7-8? A.—Exactly. ‘ 

Q.—That does not in any way show 
that this particular stock was bought 
from Case for Mr. Junkin or the 
Manufacturers’ Life, whoever it was 
bought for, there is nothing there to 
identify it except the price? A.—The 
price, and it was ticked off. That pur- 
chase was ticked off for this sale. 


Q.—What do you mean by ticked 
off with the sale? A.—I ticked this 
myself. We paid $55,550. You will 
notice this tick in lead pencil, and 
with this I ticked those other two en- 
tries off. That is the average price 
paid. 

Q.—When did you tick those en- 
tries? A.—On September 30th. 

Q.—What time of the day? A.— 
Oh, I presume in the morning. I gen- 
erally write my cash book up in the 
morning. 

Q.—These entries would be made 
from the bought and sold notes you 
sent out? A.—Yes. 

Q.—So that the bought and sold 
notes would all be sent out on the day 
before? A.—Sent out on September 
29th, yes. 

Q.—Then the first thing in the 
morning you enter up your record of 
sales and purchases the previous day 
from your stubs of bought and sold 
notesP A.—Yes, either the next morn- 
ing or the same night. 


Q.—There is nothing on the stubs 
of the bought and sold notes to show 
that that purchase from Case at the 
time it was made was for Mr. Jun- 
kin or the Manufacturers’ Life? A. 
—Nothing, there is nothing on the 
brokers’ notes to show that it was 
made for Pellatt & Pellatt. 


Q.—Then is there any prior entry 
which in any way brings those two 
transactions together, that the 400 
shares were bought from Case for Mr. 
Junkin or for the Manufacturers’ 
Life? A.—Well, our records for that 
day show that we bought 500 shares 
0 ae 


Q.—I am not asking you that. I 
‘am asking you whether your records 
show that that particular purchase 
was made for that particular client 
or whether you allotted that particular 
purchase to him after you had made it 
and probably after you got his order? 
A.—We have nothing to show that 
that particular purchase was made for 
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him, but we presume it was, we say it 
is. 

Q.—You elect to make it for him at 
any rate? A.—Well, our entries here 
show it was. I have ticked those off. 

Q.—Then what you do is, after, you 


' have made your entries from the 


bought and sold notes, you go through 
and tick off the purchases that will 
offset certain sales, and the sales that 
will offset purchases you have made 
before? A.—Yes. 


Q.—And then if there are any pur- 
chases left that have no correspond- 
ing sale for them, they go into Pellatt 
& Pellatt’s own account of that stock? 
A.—Well, we buy and sell our own 
stock of course on the exchange; we 
don’t go up in the morning and buy 
and hold the stock and sell a lot of 
stock and then allot it to our clients. 
If we receive an order we go up on 
the exchange and fill it. 

Q.—Have you anything in your re- 
cords to show that you filled that order 
by the purchase from Mr. Case? At 
the time you bought from Case, that 
you had the order for Mr. Junkin, 
and made the purchase for Mr. Jun- 
kin from Mr. Case, is there anything 
to show that? A.—There is nothing 
to show that at all. 

Q.—Then other entries here show 
that condition of affairs. I do not 
want to read other names at all, but 
the book does show bought from A 
for B, and bought from C for DP? A. 
—All these were our clients, or at 
least our agents in New York. They 
filled these orders for us, and they are 
responsilbe to us. 

Q.—Then you say if a transaction 
is with another broker on the Toron- 
to Stock exchange, supposing you are 
buying stock for a client to-day, does 
your entry in this book not show 
bought for A from Case of some other 
broker? A.—In some cases it does 
but we might fill an order on the ex- 
change for some person, buy it from 
Case, and then put it into some other 
person’s account. 

Q.—There would be some rule about 
that? A.—No, not that I am aware 
of. 

Q.—Then how is it that the 400 
shares are split up into two trans- 
actions when they appear in the 
bought note? A.—I cannot say. I 
don’t know I am sure. 

Q.—Who would give the direction 
for that, would you? A.—No sir, I 
don’t make out the slips. In the first 
place Mr. McCrae as a rule fills our 
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orders on the exchange, and attends 
to all of that. I simply make the en- 
tries when they come to me. 

Q@.—And when you have made these 
entries you go through and tick off 
all the purchases that you can allot 
against certain sales, and then the 
balance, if there are any, purchases 
or sales, on a particular day, will go 
into Pellatt & Pellatt’s own account? 
A.—We know before the day is over 
if we sold or bought 50 shares. . 

Q.—I am asking if that is the way 
you do it in the morning? A.—That 
is the way I do it, yes. 

Q.—Then what account did that 
transaction appear inP A.—It ap- 
peared in Mr. J. F. Junkin’s account, 

Q.—Was there anything on the brok- 
er’s note, on the stub, or in any other 
place to show that the purchase was 
for the Manufacturers’ Life? Ae 
Not on the broker’s note. 

Q.—Where did anything of the 
kind appear? A.—Well, it appears 
in our reversing entries. 

Q.—At the time? A.—At that time 
I was not aware that it was for the 
Manufacturers’ Life. 

Q.—So, the name being entered 
there, J. F. Junkin, you made the 
entry into Mr. J. F. Junkin’s per- 
sonal account? A.— I did, yes. 

Q.—Then at that time what entries 
were in Mr. Junkin’s personal ac- 
count? A.—Will Mr. Junkin want 
me to answer that? 


Q.—Well, how many entries were 


there in his account? A.—There were 
three entries, two purchases of stocks, 
-and one item of interest. 


Q.—There were two other transac- 
tions? A.—Yes. 

Q.—What were they, purchases or 
sales or payments of money? A.— 
Purchases. No payments of money 
took place at that time. 

MR. McLAUGHLIN: TI object to 
Mr. Junkin’s personal affairs being 
gone into. 


MR. TILLEY: Nothing has arisen 
yet that is improper. What is the 
date of thees entries? A.—There is 
a purchase here of 100 C.P.R. 

Q.—Never mind the items at pre- 
sent? A.—On the 8th and 15th of 
September. 1902. 

Q.—I think we ought to know what 
stocks those two transactions were. 
What were they? A.—Well, shall I 
answer that? 

Q.—Certainly, no person has object- 
ed yet. 

MR. McLAUGHLIN: That is cover- 
ed by my objection. 
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tion should be answered. 

MR. TILLEY: If I thought those 
stocks should not be identified I would 
not identify them. I think they should 
be. A.—Very well, 100 shares of C. 
P. R. and 100 shares of Dominion 
Tron and Steel. | 

Q.—Bought in the previous Septem- 
ber? A.—Bought in September, 1902, 
the same month. 

Q.—Then you say that on the 30th 
the next entry appears of 400 shares 
of C, Py Bary -ARsXes: 

Q.—In two lots of 200 shares each? 
A.—Yes. 

Q.—Then what next transpired re 
garding that transaction, respecting 
the 400 shares of C, P. R:? » A.—On 
October Ist we received a cheque for 
$8,000; on October 2nd we received 
$10,000. On October 3rd we received 
a cheque for $11,000. 


Q.—You received three cheques for 
$8,000, $10,000 and $11,000 respec- 
tively between the Ist and the 3rd? 
A.—Yes sir. 

Q.—And what was done with those 
cheques when they were received? A. 
—They were placed into Mr. Junkin’s 
account. 

Q.—Do you know whose cheques 
they were? A.—No, I do not. 

Q.—Would you know if any person 
knew in your office? A.—Well, I 
would know, I could find out. 

Q.—They passed through? A.—No, 
I get the slip just to enter them up 
by. They may have been Manufac- 
turers’ Life cheques. I couldn’t say. 
I don’t remember seeing the cheques. 

Q.—Why did you credit them in 
Mr. Junkin’s account? A.—wWell, I 
presume I knew they were for margin 
on the purchase of C. P. R. 

Q.—I suppose there is no question 
about that, that they were margin on 
this C. P. R. stock? 

MR. McLAUGHLIN: Or payment. 
A.—Margin or payment. : 

MR. TILLEY: Payments on ac- 
count you prefer to say? A.—Pay- 
ments on account. 

Q.—They were cash paid at the time 
the stock was bought, and they did 
not pay for it in full? A.—Did not 
pay for it in full. 

Q.—So that $8,000, $10,00 and §11,- 
000 was paid in that way, and when 
was the balance paid? A.—The bal- 
ance was paid, on October 28th we 


' received $10.000, and November 3rd 


we received $16,000. 

Q.—And where were those two sums 
credited? A.—In the Manufacturers’ 
Life account. 
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Q.—Reverse entries having been 
made in the meantime? A.—Yes. 

Q.—We will refer to those later. 
Then there is a small balance? A.— 
Yes, we charged up interest $136.71, 
and we received a cheque from them 
for $786.71 which completed that tran- 
saction, the delivery of the stock being 
made at that time. 

@.—You delivered the stock when 
the last payment was made? A.—Yes. 

Q.—To the Manufacturers’ Life? 
Ais—Y es, 

Q.—lIs this the original bought note 
made out for this 400 shares of C. P. 
R.? -A.—yYes, as far as I. ‘can tell. 


Q.—And it is dated September 29th, 
adressed to J. F. Junkin, Hsq., with- 
out any reference to the Manufactur- 
ers’ Life, but on the corner it is 
stamped with what is said to be the 
Manufacturers’ Life Insurance stamp, 
‘Received September 30th, 1902? A. 
—The stamp is there, yes. (The docu- 
ment is filed as part of exhibit 80.) 


().—Then before dealing any further 
with that transaction, what was the 
next transaction that you had with 
either Mr. Junkin or the Manufactur- 
ers’ Life? A.—On October the 6th 
there is a purchase of 125 shares Do- 
minion Coal. 100.shares at 133 1-8, 
and 25 shares at 183 1-4. That in- 
cludes one-quarter per cent. commis- 
sion. 

Q.—That is to say the purchases 
would be at 132 7-8 and 133, with one- 
quarter per cent. added in each case 
‘for brokerage? A.—Yes. 


Q.—Show me the record of that pur- 
chase in your purchase book? A.— 
(Produced). 

Q.—‘‘Bought for J. F. Junkin from 
blank, 100 Dominion Coal 182> 7-8, 
making $13,287.50; and 25 Dominion 
Coal at 133 making $3,325 with one- 
quarter per cent. brokerage, $31.25, 
making in all $16,643.75. A.—Yes sir. 

Q.—That is the total with brokerage 
added? <A.—Yes. 

Q.—Opposite the first item of 100 
shares Dominion Coal appears the 
same initials ‘“‘P. & P.’’ What does 
that mean? A.—Pellatt & Pellatt. 
a) And opposite the second appears 
the broker’s name, ‘‘Ames’’ ? A.— 

Yes. 

Q.—That shows that the second 
transaction was a purchase from Ames 
or through Ames & Co., acting for 
some client of theirs? A.—Yes. 

Q.—That is the sort of entry that 
I was referring to a moment ago, 
where the purchase for Mr. Junkin or 
the Manufacturers’ Life would be 
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shown to be from some other definite 
broker? A.—No. I go through the 
little book we get from the exchange, 
and the entries as they come, J fill in 
the names, I don’t know whether he 
hought that from Ames, or anything 
about it. It might be from someone 
else. 

Q.—There cannot be any doubt that 
that 25 shares at least according to 
the entries in your bdoks, was 25 
shares bought for this particular client 
by your firm from another broker? 
A.—It was bought for a client and 
I presumed for Mr. Junkin, and filled 
if an. 

Q.—And from Ames? A.—Yes. 

Q.—Then the other 100 shares of 
Dominion Coal from Pellatt & Pellatt, 
where did that stock come from? A. 
—It came out of our own account. 


Q.—So that was not quite the same 
as the previous entry on the 30th of 
September recording the C.P.R.? A. 
—No, this was our own stock. 


Q.—So that the Dominion Coal stock 
which was put in at 132 7-8 was your 
own, and what you bought from Ames 
or through Ames was 183? A.—Yes. 

Q.—Was anything paid on account 
of that purchase of stockP A.—No 
cash payment at that time, sir. No 
payment at all at that time. 

Q.—And to what account was that 
transaction carried? A.—Into Mr. 
Junkin’s account, 


Q.—What was the next transaction 
that you had either with Mr. Junkin 
or the company? A.—On the same 
day the purchase of 500 Dominion 
Tron and Steel, 200 shares at 63 3-8, 
300 shares at 633 I think, it is not 
very clear here. That includes one- 
quarter per cent. commission. 


Q.—Look up the record of that. On 
October 6th in this purchase is an 
entry,* ‘“‘Bought for J. F. Junkin 
from,’’? the name is left blank at that 
place, but appears later, 300 Domin- 
ion Iron and Steel common at 633, 
$18,975; and 200 shares Dominion Iron 
and Steel common at 63 1-8, $12,625. 
Then a quarter per cent. commission 
is added, making $125, and the total 
$31,725. Opposite the first item of 
800 shares of Dominion Iron and Steel 
is the name ‘‘Jarvis.’? That would be 
through a broker? A.—Yes. 


Q.—And the second lot of 200 shares 
has opposite it ‘““P. & P.”’P? A.—Pel- 
latt & Pellatt. 

Q.—What does that mean? A.—It 
shows that I simply filled Pellatt & 
Pellatt’s name in here, but if you look 
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over here a bit you will find a pur- 
chase from our agents in Boston of 
200 shares Dominion Iron and Steel 
at 63, the same price. 


Q.—You refer to an entry appear- 
ing two pages in advance but on the 
same date, ‘‘Bought for Pellatt & Pel- 
latt from Haydon Stone 200 shares 
Dominion Iron and Steel, common, at 
63 1-8, $12,625.”’ Again there is no- 
thing to identify those transactions 
except the fact that they are at the 
same price, and you tick them off as 
being corresponding items? A.—yYes, 
sir, you understand that these entries 
are not made as the purchases and 
sales take place. 

Q.—No, these are made the next 
day? A.—yYes, they are not entered 
on the sales as they are made there. 

Q.—I am asking you, though, if 
there is anything, any other book here 


or at the office, or any place that 


brings those two transactions together 
except the fact that you have ticked 
them off as corresponding with the 
other? A.—No, nothing, except that 
you mention here that opposite to that 
there is a purchase. That appears as 
if we had entered this book up as the 
purchases and sales were made, which 
is not the case. I don’t want to con- 
vey that impression. 


Q.—No, it is a transaction on the 
same date. What you mean to say is 
that these entries made on October 6th 
do not profess to be made in the order 
in which they, were made on that day? 
A.—Yes, sir, that is what I mean. 


Q.—They are just made as you pick 
up the bought and sold notes the next 
morning? A.—That is it exactly. 

Q.—Don’t those appear in their 
order, or are they dictated irrespective 
of the order in which the transactions 
take place throughout the day? A.— 
Irrespective of the order in which the 
transactions take place. They are not 
read off and made in order. 


Q.—At any rate, those are the 
facts. You cannot show any other 
paper that brings the two transactions 
togetherP A.—I cannot show any 
other paper, there is no entry in Pel- 
latt & Pellatt’s account. 

Q.—Those two transactions do not 
appear at all in Pellatt & Pellatt’s ac- 
count of that stock? A.—No. 


Q.—And that indicates that at that 
time they were set off the one against 
the other, that is to say, they were re- 
garded as being a purchase from your 


agents for the Manufacturers’ Life or 
J. F. Junkin? A.—Yes. 
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Q.—On October 6th, tell me how 
much Dominion Iron and Steel stock 
Pellatt & Pellatt had. I will put ina 
letter from Pellatt & Pellatt addressed 
“J. F. Junkin, Esq., Manufacturers’ 
Life, Toronto,’’? dated October the 4th, 
1902. ‘‘Dear Sir,—On your orders to- 
day we have purchased 125 Dominion 
Coal and 500 Dominion Steel as per 
enclosed memo. Yours truly.’’ That 
letter is stamped in the same way that 
the previous. broker’s note was 
stamped, ‘‘Received October 6th, 
1902,’’ with the word ‘‘Replied’’ in 
the stamp but nothing marked there. 
Attached to that letter are broker’s 
notes of October 4th, one for the Do- 
minion Iron and Steel and the other 
for the Dominion Coal. (Documents 
filed as part of Exhibit 80.) You have 
now the account of Dominion Iron and 
Steel stock common that Pellatt & 
Pellatt kept showing their own stock? 
A.—yYes, this shows their own stock, 
their own holdings of that particular 
stock. 

‘Q.—How much stock had they on 
October 6th, 1902? A.—2,083 shares. 


Q.—And on October 7th how many 
had they? A.—3,983. 

Q.—What accounts for the differ- 
ence in their stock between the 6th 
and the 7th? A.—They have to take 
up 1,900 shares that were put to them 
at 10, 683, and 900 at 703, on those 
dates. 

Q.—On what date did they take up 
the 1,900 shares? A.—On October 7th. 

Q.—Previous to that and within a 
short time had any other Dominion 
Tron and Steel stock been put to. them? 
A.—Yes sir, on October Ist 500 shares 
put to them at 70. 


Q.—Is that the first of that Domin- 
ion Iron and Steel about that time? 
A.—That is the first about that time. 


Q.—Then other than those two 
transactions of the Ist of October and 
the 7th of October was any other 
Dominion Iron and Steel stock put to 
them? A.—Yes, on ‘October 15th 100 
shares were put to them at 703. 

Q.—That makes in all 2,500 shares? 
A.—Yes. 


Q.—Explain what it means by say- 
ing that 2,500 shares of Dominion 
Iron and Steel stock was put to them 
on these three dates? A.—Well, a 
“Put,” that is a privilege given to a 
certain person to make you take up a 
certain amount of stock on a certain 
date at a certain price and for that 
he probably gives you a certain 
amount of money for taking the risk. 
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Q.—That is to say at a certain time 
a transaction takes place whereby in 
consideration of a payment of money 
one party obtains the right to make 
you take up stock at a later date at 
a certain price that is fixed ? A.— 
Yes. 

Q.—Rather a bet on the market? 
A.—Rather, yes. 


Q.—Then how long before the Ist 
of October or the 7th of October did 
that transaction take place which re- 
sulted in Pellatt & Pellatt obliging 
themselves on those dates to take that 
stock that was put to them? A.—I 
should say from 30 to 60 days. I 
haven’t any definite information. 


Q.—So long as it was before the 
30 days we do not want anything 
more definite than that. At some 
time, a month or over before that 
date they had obligated themselves to 
take up 2,500 shares of Dominion Tron 
and Steel if called upon to do soP A. 
—Yes sir. 

Q.—Now at what price was that 
stock put to them? A.—1,500 at 703 
and 1,000 at 683. 


Q.—Can you tell me what the mar- 
ket for Dominion Iron and Steel was 
when the first lot of that stock was 
put to them, say on the Ist, when 
the 500 shares? A.—No, I cannot 
tell you that, but on the 29th of Sep- 
tember there was a purchase at 70%. 
Then the next entry I have here is 
on the 14th which is some days after 
the next stock was put to us. The 
next amount was put to us and that 
price is 513. 

Q.—Look up the record of purchases 
and. sales; that will show us some 
Dominion Iron and Steel and about 
how it was going at that time. Take 
the end of September shout? A.— 
September 29th it was 70 7/8. The 
next entry is October Ist, 62 3/4. 63 
really. The sale took place at 63. 
63 on October Ist. 


Q.—So that between September 29th 
and October Ist, Dominion Iron and 
Steel common stock had dropped from 
70 and a fraction to 63? A.—Yes sir. 

Q.—About seven points. And on 
that date you were asked to take up 
500 shares at 703? A.—Yes. © 

Q.—It having got down to 63? A.— 
Yes. On October 6th there is an entry 
here at. 632. 

Q.—That is our own entry? A.— 
Yes. 

Q.—The next entry is 63, so that on 
the 6th the stock apparently had re- 
mained about the same, or at least 
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it was on that date—whether it had 
been the same in the interval or not— 
63, the same as October lst? A.— 
Yes. 

Q.—Then how did the market go 
for a few days after the 6th? A.— 
When you say October 6th , that 
aioe be October 5th, the previous - 

ay. 

Q.—Yes, these dates you have given 
are just one day late in each case? 
A.—Yes. There is 57%. 

Q.—9On October 7th, that would be 
for the transactions of the 6th, it 
seems to have got down to 574? A.— 
On October 8th, that would be the 
7th, I presume, unless that was a 
Sunday. . 

Q.—On October 8th, showing the 
transactons of the 7th, the stock was 
then at 5231? A.—yYes, or 523. 

Q.—i is near enough. Then follow 
it a couple of days more? A.—Oc- 
tober 9th 473. 

Q.—That would be for transactions 
of the 8th, 471? A.—On the 10th 
544, 

Q.—Showing the transactions of the 
Oth? A.—54i. 

Q.—That will do. These prices you 
have given are from actual transac- 
tions that are recorded in your pur- 
chase and sale book? A.—Yes, the 
prices of course may have varied dur- 
ing the day. 

Q.—Then on October 8th you say 
you had how many shares of that? 
A.—We had 3,893. 


Q.—What transactions took place 
on October the 7th, 1902? A.—We 
were put with 1,900 shares. 

Q.—We have that other transac- 
tion with you. We do not want to 
go over it again. I mean with the 
Manufacturers’ ? Aj—10n, | theo 7th 
there is a purchase of 200 Dominion 
Tron and Steel at 571 which includes 
i per cent. commission. 

Q.—From whom was that purchase 
made? A.—From our agents in Bos- 
ton. 

Q.—That appears to be a regular 
entry in that way, on October 7th, the 
entry is “‘Bought for J. F. Junkin 
from Haydon Stone 200 Dominion 
Tron and Steel common 57 1/8, $11,- 
AQ6. 1/8th per cent., $25, making 
$11,450.’ The difference there being 
that your agents had already added 
1/8th to the price and you added 
another 1/8th making the full quar- 
ter? A.—We had to allow them 1/8th 
for filling our order. 

Q.—So that the quarter per cent. 
commission was added to Mr. Junkin 


480 ROYAL COMMISSION ON 


20th day, May 4th, 1906. 


or the Manufacturers’ Life? A.— 
Yes, the broker’s note to Mr. Junkin 
will show at 57 1/4. 

Q.—To what account was that trans- 
action carried? A.—That was car- 
ried to Mr. Junkin’s account. 

Q.—Then what is the next item with 
respect to Dominion Iron and Steel? 
A.—On October 8th. 

Q.—‘‘Bought for J. F. Junkin from 


blank 100 Dominion Iron and Steel- 


common, 524; 200 Dominion Iron and 
Steel common at 51 3/4.’’ The first 
one amounting to $5,250, and the sec- 
ond to $10,350, which with the $75 
brokerage made $15,675. Opposite 
each of those entries are the initials, 
Pate Pai Ay sy es Bir: 

Q.—For Pellatt & Pellatt. Where 
did you get that stock from? A.— 
All that stock was purchased from 
clients of ours. 

Q.—That is to say other clients of 
yours had given you orders to sell and 
you had sold for them to the Manu- 
facturers’ Life or Mr. Junkin? A.— 
Yes, at the same’ prices. 


Q.—At the same prices that you had 
sold for the other clients? A.—Yes. 

Q.—Then you would render two bro- 
kers’ notes, one to the client you had 
sold for, charging him 1/4 and then 
another broker’s note to the client you 
had bought for charging him1/4? A. 
—Yes. 

Q.—To what account was that car- 
ried? A.—That was carried to Mr. 
Junkin’s account. 

Q.—Then how long did those entries 
remain in Mr. Junkin’s account? A. 
—Until the 10th. 


Q.—What happened on the 10th? A. 
On the 10th the entries were reversed 
from Mr. Junkin’s account to the 
Manufacturers’ Life account. 

MR. McLAUGHLIN: This is the 
broker’s note to the Manufacturers’ 
Life. 


MR. TILLEY: I will put in other 
brokers’ notes for the purchases re- 
ferred to. The first is addressed “‘J. 
F. Junkin, Esq., City. We have 
bought for you 200 shares of Dominion 
Tron and Steel common at 57.’’ The 
total, $11,450. Dated October 6th, 
1902, and stamped, Received October 
7th, 1902. Then a broker’s note of 
October 7th, 1902, addressed in the 
same way, for 300 shares of Dominion 
Tron and Steel, and also stamped in 
the same way, received October 8th, 
1902. Then what else happened on 
the 10th of October, if anything in 
connection with that transaction? A. 
—There is nothing else on October 


—In the books? 
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10th. The ledger just shows the re- 
versing entry. 

Q.—In the meantime, on the 8th of 
October you delivered 300 shares of the 
Dominion Iron and Steel stock and 
received 200 shares of Commercial 
Cable stock? A.—Yes sir. 

Q.—And where were these entries 
made first? A.—In the first place they 
went into Mr. Junkin’s account on the 
8th. 

Q.—So that on the 8th they had not 
been transferred to the Insurance Com- 
pany’s account? | A.—WNo sir. 

Q.—Then on the 10th there was 
nothing happened with respect to the 
account by way of payment or pledg- 
ing of security or anything of that na- 
ture at all? A.—Nothing. 

Q.—The only thing that transpired 
that day was the reversing of the en- 
tries, taking them out of Mr. Junkin’s 
account and putting them in the Man- 
ufacturers’ Life account? A.—Yes 
err. 

Q.—Who made those entries? A. 


Q.—Yes. A.—I made the entry in 
the cash book. 

Q.—Then you, having made the en- 
try in the cash book, it would follow 
in the natural course for some other 
person in the office to carry the en- 
tries through into the two accounts? 
A.—Yes. 

Q.—Why did you reverse these en- 
tries P A.—I reversed them because 
they were an error. Thev should not 
have shown in Mr. Junkin’s account. 

Q.—Do you mean to say it was a 
mistake from the start? A.—It was 
a mistake from the start. 

Q.—What was the first entry that 
you say was irregularly in Mr. Jun- 
kin’s account? A.—The purchase of 
400 shares of C.P.R. on September 
30th. 

Q.—And all the entries that you 
have referred to, from the purchase of | 
400 shares of C.P.R. down to the 
transfer of Cable stock for the Domin- 
ion Tron and Steel stock, you say all 
those were wrong? A.—All those 
were wrong, yes Sir. 

Q.—When you say you made them, 
have you now any recollection of the 
matter? A.—I have a slight recol- 
lection of it. but nothing definite. The 
only thing I can say is. or looking at 
the books now, it must have been an 
error on account of the purchases and 
sales and deliveries of stocks and cash 
received being reversed. Only mis- 
takes are reversed from one account to 
another. That is so that they will ap- 
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pear in the right account as_ they 
should have appeared and that they 
won’t appear when we render a state- 
ment to the account that they. should 
not have appeared ‘n. 

Q.—So you say it ss only a mistake 
you make in your own keeping of the 
books that is ever reversed, and by 
reversing you mean to go through and 
actually duplicate in the new account 
that you are carrying the entries to, 
the same entries that you had in the 
old account? A.—The same entries 
you had in the old account? 

Q.—Supposing it was decided to 
take tlfis from one account and put it 
into another, would not that be a 
reverse entry? A.—No, that would 
be a transfer. Transferred from one 
account to another. 

Q.—How would it show differently 
in the new account? A.—TIn this case 
it would show ‘‘transferred from J. F. 
Junkin’’ and giving the details. 

Q.—That is to say, if it was a trans- 
fer of certain items from one account 
to another, it would be entered in the 
new account, ‘‘transferred from’’ the 
old account, those words would be 
shown? A.—Yes, written there. 

Q.—Can you say that is done in 
your books? A.—I can; yes, sir. 

Q.—Describe how the entries were 
made in the Manufacturers’ Life ac- 
count in this caseP A.—In this case 
the first entry in the margin here 
shows. 

Q.—The first entry in the Manu- 
facturers’ Life Insurance Company’s 
account? A.—Yes. 

Q.—Relating to these transactions 
we have been speaking about, there is 
what? A.—October 10th here, the 
first entry. 

Q.—That is to say, in the outside 
column there is the date at the be- 
ginning of this new entry in_ the 
Manufacturers’ Life account, ‘‘Octo- 
ber 10th, 1902’’P? A.—Yes. 

Q.—That is the date that you made 
the record here in this account? A.— 
Yes. 

Q.—Then in another column, next 


to that column in which appears Oc-. 


tober 10th, there are some other dates, 
what do those represent? A.—They 
represent the dates on which these 
entries should have gone through this 
account. 

Q.—They are a duplicate of the 
dates in the Junkin account? A.— 
Yes. 

Q.—But you have not got the Sep- 
tember 30th O.P.R. transaction first, 
I notice. You have an entry of Oc- 
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tober Ist, ‘‘By cheque, $8,000,’ and 
then you have ‘October 2nd, by 
cheque, $10,000,’? and ‘“‘October 38rd, 
by cheque, $11,000,’ before you have 
got any entry at all relating to the 
stocks that were bought? A.—That is 
an error on the part of the bookkeeper. 
He should have looked at the short 
extension dates, that is these dates 
the entries should have been made, 
and picked out the debits and credits 
as they came in order. He didn’t do 
that; he posted all the debits first and 
then all the credits. 

Q.—It is not a mistake in the work 
you did yourself? |A.—No sir. 


Q.—That is it is not a mistake in the 
entries in the cash book? A.—No sir, 
I will show you the cash book. 


Q.—You produce now the cash book 
of Pellatt & Pellatt and you say that 
the entries relating to this matter are 
at pages 527 for the debit side of the 
cash account and 528 for the credit 
side? A.—That is the credit side to 
our clients and this is the debit side 
to our clients. 


Q.—Then on page 527 you have these 
entries, all under date on the outside 
column of October 10th, but on this in- 
ner column, ‘‘October Ist Manufactur- 
ers’ Life local.’’ A.—That means lo- 
cal account, the local ledger. 


Q.—‘“‘Cheque $8,000; October 2nd 
cheque $10,000, and October 3rd, che- 
que $11,000.” Was that those cash 
transactions; that you have on page 
527? A.—Yes. 

Q.—Then the record of the stocks 
themselves appears on the opposite 
page at page 528P <A.—Yes. 

Q.—And that has the effect of bring- 
ing the C.P.R. stock next to the Do- 
minion Iron and Steel stock and elim- 
inating these entries of cash that in- 
tervene in the old account? Is that 
right? That has the effect of putting 
the records of the stocks on page 528 
together, it brings this transaction re- 
specting C.P.R. right in the next line 
to the transaction respecting Domin- 
ion Iron and Steel and Dominion Coal 
stock? A.—Yes, in this cash book. 
We couldn’t put the cash transactions 
on that side. 


Q.—That is what I mean, the credit 
items would appear on one side and 
the debit on the other? A.—Yes. 

Q.—Then you say the clerk in tran- 
scribing those entries into the Manu- 
facturers’ Life account, took the credit 
side first, showing the cash, and en- 
tered up all the cash transactions and 
then entered up all the debit transac- 
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tions? A.—yYes, that is the explana- 
tion of it. 

Q.—That is the explanation of how 
the entries of October 2nd and 8rd pre- 
cede the entry of September 30th? A. 
Yes: 

Q.—Then that left Mr. JJunkin’s ac- 
count without any sum being credited 
to that stock at all, the stock you have 
referred to, those two transactions? A. 
—Yes, that left it without any credit 
there at all, any payment. 

Q.—Looking at Mr. Junkin’s per- 
sonal account, I suppose that was his 
personal account? A.—Yes. 

Q.—I would like to know how many 
other transactions occur in his ac- 
count, without giving any further de- 
tail than that? §A.—Actual transac- 
tions outside of items for interest and 
dividends? 

Q.—Yes, the interest would be some- 
thing he would not be responsible for, 
in one way? A.—There is a sale. 

Q.—The first transaction you refer 
to that is properly applicable to this 
account of J. F. Junkin, is a sale of 
one of these blocks of stock that you 
mentioned as being in his account? 
A.—Yes sir. 

Q.—Then after that how many 
transactions occur? .A.—After that 
there was another purchase. 

Q.—That sale was in October, 1904? 
A.—Yes, in November, 1904, we 
bou~ht 100 C.P.R. and in the same 
month we sold it. 


MR. McLAUGHLIN: Just look 
down the account and state how 
many separate deals there were, a 
purchase and a sale counting a deal. 


MR. TILLEY: Go on in your own 
way. You say that after this C.P.R. 
stock originally held, and another pur- 
chase and sale of C.P.R. in the same 
month, then appears a purchase of 
50 shares of one stock; 25 shares sold 
of that purchase. Then another trans- 
action of $25,000 of bonds, in Janu- 
ary, 1905, sold 20 shares of stock, 
and then in February, the 6th, you 
sold the Dominion Steel that you first 
referred to? A.—Yes sir. Then on 
the 7th we sold more stock. | 

Q.—Then what you say is that this 
personal account of Mr. J. F. Junkin 
would show some 5 or 6 other trans- 
actions bes'des the ones we have been 
referring to? A.—Yes I should say 
so. 

Q.—Running from September, 1902, 
down to May, 1905? <A.—Yes sir. 

Q.—Then those items were trans- 
ferred you say on October 10th to the 
Manufacturers’ Life Insurance Com- 
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pany account and that they remained 
there from that time on. That is to 
say, was there any further reversal 
or alteration of these entries at all? 
A.—No sir. 


Q.—When I was asking you about 
the entries that remained in the Manu- 
facturers’ Life Insurance account and 
were not further transferred in any 
way, I meant simply the entries re- 
lating to the particular C.P.R. and 
Dominion Coal and Dominion Iron and 
Steel that we referred to that were 
transferred from Mr. Junkin’s ac- 
count? A.—Oh yes, that is, what I 
understood. 


Q.—Then I wish you would refer 
to Pellatt & Pellatt’s account show- 
ing Dominion Coal stock carried by 
Pellatt &  Pellatt in 1903? A.—(CPro- 
duced.) 

Q.—Tell me how many shares of Do- 
minion Coal stock Pellatt & Pellatt 
were carrying on March 12th, 1903, 
being a date when they were buying 
that stock for the Manufacturers’ 
Life? A.—290 shares. 


Q.—290 shares on March 12th. 
Did they soon afterwards obtain a 
large block of stock? A.—On April 
15th. 

Q.—How much stock of Dominion 
Coal did they then receive? A.— 
1,710 shares. 


Q.—At what price was that receiy- 
ed? <A.—That would have to be an 
average price. I think it was about 
129. I figured that out last night. 

Q.—What was the market price at - 
that time? A.—The market price at 
that time was around 110. 


Q.—Then will you say why Pellatt 
& Pellatt were taking delivery at that 
time of this large block of stock at 
129 when the market price was only 
110? I just want a general state- 
ment as to that, I am not asking you 
any names of other persons in con- 


nection with the transaction? A.—It 


was a syndicate transaction and they 
took delivery on that day of their 
portion of the stock. 

Q.—What you say is there was a 
syndicate dealing in some way in Do- | 
minion Coal? A.—Yes. 

Q.—And that Pellatt & Pellatt were 
parties to that syndicate? A.—Yes. 

Q.—And on the date you have men- 
tioned they took delivery of their 
share of the stock? A.—yYes. 

Q.—And took it out of the syndi- 
cate and paid for it as between them 


‘and the syndicate and took delivery? 


A.— Yes. 
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Q.—Would you say, Mr. Rooney, 
whether any person who was a Direc- 
tor or connected with the Manufac- 
turers’ Life was a party to that syndi- 
cate, other than Mr. Pellatt? A.—I 
can say positively that the Manufac- 
turers’ Life, nor no director or offi- 
cial of the company was interested in 
the syndicate. 

Q.—None of them were interested? 
A.—None of them were interested. 


Q.—You are speaking now with a 
knowledge of who the Directors of the 
Manufacturers’ Life are? A.—Yes, 
well at that time. I cannot say who 
they are now but at that time I was 
told. JI informed myself that they 
were not. If you will let me see the 
list of Directors I can confirm that. 


_ Q.—(Exhibits list to witness.) Hav- 
ing gone over the list of Directors 
with me, what is your answer? A.— 
My answer is that none of those gen- 
tlemen were interested in the syndi- 
cate. 

Q.—Then would you turn up Pellatt 
& Pellatt’s account of C. P. R. stock? 
A.—For what year sir? 


Q.—About March. About the same 
date, 1903? A.—yYes sir. 

Q.—What C. P. R. stock were they 
carrying at that time? A.—On March 
2nd P 

Q.—Well, March 12th? A.—March 
the 12th we had 1,4574 shares. 

Q.—Had you been carrying that 
amount for some timeP A.—It var- 
ies here. We have been carrying a 
lot of C.P.R. at different times. 

Q.—A substantial large block like 
you mentioned, had you been carrying 
that for some time? A.—Yes, we had 
been carrying that for some time. 

Q.—You have told us that the price 
of Dominion Coal was going down at 


that time. . How about the price of 
C. P. R? A.—On March 10th it was 
127-18. 


Q.—And how was it on March the 
6th? A.—On the 5th it was 132 5/8. 

Q.—And on the 10th it had got down 
to what? Ae 107001 |S oto °F] Sthe. 
There is another purchase here at 
7/8ths. It varies of course. There 
had been sales at those prices. 

Q.—There had been a _ substantial 
drop in C. P. R. at those dates? A. 
—Yes. 


Q.—I am asked to ask vou whether | 


the account that Mr. Junkin had with 
Pellatt & Pellatt was a margin ac- 
count? A.—It was strictly a margin 
account. 

Q.—Then this further question, were 
the entries that were referred to as be- 
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ing reversed from his account to the 
Insurance Company’s account, were 
they margin transactions? A.—No, 
I could not call them margin transac- 
tions, because the ultimate idea was 
to pay for them outright and receive 
delivery of the stock. 

Q.—That is the idea was to pay for 
them and those were the instalments 


‘ by which they were paid for? A.— 


Yes sir. 

Q.—Then I am asked to ask you 
this, whether in the result these en- 
tries in any way affected Mr. Junkin’s 
accountP A.—Not at all. They did 
not appear in any statement we ren- 
dered Mr. Junkin. 

Q.—Can you say when the know- 
ledge as to the reverse of those certain 
entries first came to Mr. Junkin’s no- 
tice P A.—I don’t know anything 
about that. I don’t know that he 
knows it yet or not. 

Q.—Is there any question as to the 
date on which those reverse entries 
were made? A.—None at all sir. If 
you look at my cash book here you will 
see the 10th. 

Q.—It seems to me perfectly clear 
that they were made on the 10th; the’ 
cash book shows it and the dates here 
bear it out. That is all thank you. 

(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 


Resumed at 2 P.M., May 4th, 1906. 

MR. TILLEY: I put in a copy of 
the Pellatt & Pellatt account with the 
Manufacturers’ Life Insurance. This 
is as the account appears except that 
it does not show the reversal of the en- 
tries, but that is explained by the wit- 
ness. I think the copy I will put in 
will be sufficient for our purpose. . 
(Marked as Exhibit 81). 


MR. J. F. JUNKIN re-called by 

MReUTILLEY :  Q.—You are... of 
course already sworn? A.—Yes. 

Q.—Will you say what is the highest 
rate of commission paid by your com- 
pany, to agentsP A.—I might first 
explain that commissions consist of 
first your commission and _ renewals, 
and the commission on the first year 
of course is very much larger than on 
renewals. The highest contract we 
have on our books calls for 70 or 75, [ 
am not sure which, graded down to 
about 20 or 25, according to the plan 
of insurance on the first year, and 7% 
on renewals. 

Q.—Whose contract is that? A.— 
That is the firm of E. R. Machum & 
Company in the Maritime Provinces. 


484 ROYAL COMMISSION ON 


20th day, May 4th, 1906. 


There is an extra 23 per cent payable 
on the second renewal., 


Q.—With that firm? A.—Yes. 


Q.—Mr. Machum is one of the share- 
holders of the company—is that the 
Mr. Machum? A.—Yes. 


Q.—And that in a general way is 
his contract; what other contracts have 
you which would indicate the largest 
rates of commission you pay? A.— 
That contract I may say before leav- 
ing it is one we inherited from the old 
Temperance & General Life Insurance 
Company. 

Q.—I was going to ask you about 
that afterwards, if you would just 
give me two or three of the contracts 
that would indicate the most liberal 
allowance you make the agents? A.— 
About 65 per cent, graded down to 20 
or 25 according to the plan of insur- 
ance on first year, and 7} per cent on 
renewals is generally our maximum 
contract. In a few places where 
travelling expenses are very high, that 
is the travelling expense that the agent 
would be put to in organizing his dis- 
trict, we sometimes allow a little extra, 
particularly for the first year or two 
of the contract, while he is organiz- 
ing his district. 

Q.—That would be by reason of some 
special features of that particular 
agencyP A.—Yes. 


Q.—Take the case of Machum & 
Company, do they pay their own ex- 
penses out of that commission? A.— 
Yes, they pay their travelling ex- 
penses, their office rent, postage and 
telegrams, and express, and almost 
everything. 

Q.—Does that apply to the ordinary 
agents of the company? A.—Yes al- 
most all of our agents pay all kinds 
of expenses themselves, except those 
that are on a salary. 


Q.—Of the expenses of their own 
agency? A.—Yes. 

Q.—Were you going to say some- 
thing about inheriting that contract 
of Machum’s? A.—Yes, I might say 
in explanation of that contract that 
they have a very large district, that 
is they take the Province of New 
Brunswick, Nova Scotia and Prince 
Edward Island and they do a good 
deal of work that would devolve upon 
head offices’ in ordinary agencies, 
where the agency is smaller. The 
business is as it were concentrated, 
it comes to us in bulk, and the details 
of the business we are not concerned 
with. 


6 EDWARD VII., A. 1906 
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Q.—Has the rate of commission paid 
to agents increased by reason of the 
rebates allowed by agents to persons 
asking for policies? |§A.—Looking 
back over a period of years I would 
certainly say from my experience as 
an agent in the field, as well as my 
head office experience that it has cer- 
tainly had that effect on the business 
of pressing the commissions upwards. 


Q.—So that in that way it costs the 
company money, that is the practice 
of allowing rebates by your agents? 
A.—Yes, it really in my opinion comes 
out of the company in the long-run. 

Q.—I think it has been said to me 
you had some idea by some resolution 
that was shown in the minutes of the 
Managers’ Association, that by reduc- 
ing the commissions you might stop 
the rebating? A.—If all companies 
were members of that Association, that 
is all companies doing business in Can- 
ada both in foreign as well as the ~ 
Canadian, and they would loyally ad- 
here to such resolution it would cer- 
tainly have a tendency to decrease the 
rebates if the commissions were de- 
creased, and the agents in the end I 
believe make as much. 


Q.—And was that being proposed 
by you? A.—I could not speak for 
that, it has been discussed so often. 

Q.—I think it is shown in the min- 
utes some place, it has been said that 
was the case? A.—I think it is quite 
probable but I would not like to claim 
credit for it without remembering the 
actual facts. 

Q.—I have been asked to ask you 
what your view is as to the policy- 
holders voting, should the policyhold- 
ers’ vote be encouraged or discour- 
agedP A.—It should be encouraged, 
if it were possible to get them to vote 
independently and on their own judg- 
ment. 

Q.—Independently of what? A.—Of 
any influence brought upon them by 
any individuel or set of individuals 
who might have some ulterior motive. 
IT cannot see myself how it is possible 
to get an independent vote from the 
policyholders on account of them be- 
ing so scattered, and I cannot think 
of any way that might be devised of 
really getting them together to vote 
in the interests of good management 
for the company. What I mean is this, 
take for instance the manager, it seems 
to me the manager of a purely mutual 
company can keep himself in power as 
long as—well, as long as he behaves 
himself in any way decently at all, in 
this way, that the agents are of course 
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appointed mainly by the manager or 
by the subordinate officers that are 
under his control and supervision, and 
these agents are naturally friendly as 
a general thing to the manager so 
long as he is handling his company 
any way fairly well. Then the agents 
on the other hand control the policy- 
holders—there is no doubt about that 
to my mind. I had a long experience 
in the field, began as a local agent, 
and I think I am safe in saying that 
there were never one per cent. of the 
men that I insured whose proxy I 
could not have secured to vote’at any 
annual meeting of the company I was 
then connected with; so that if the 
manager (if that company had been 
a mutual company) had asked me to 
gather up all the proxies I could for 
him I could have got at least 99 per 
cent. of the proxies in favor of the 
management, 

~ _Q.—Do I understand you to put it 
this way, that the danger of the pol- 
icyholder’s vote is the intimate con- 
nection between the local agent of the 
company and the policyholders whose 
policies he has written? A.—Yes, on 
the one hand and his subordination to 
the management on the other. What 
I mean is that it becomes a one-man 
power absolutely. 

Q.—Does that apply if the policy- 
holders are not permitted to give 
proxies to the manager or any agent? 
A.—I think it would in this way; that 
the agent would have the same influ- 
ence on them to give their proxy to 
some other policyholder whom he was 
morally satisfied would support the 
management so that it would amount 
to the same thing in the end in any 
way. 

Q.—So that what you suggest is that 
the control might possibly more com- 
pletely fall into the hands of the per- 
sons actively engaged in the manage- 
ment of the company than it would 
even in a stock company? A.—I think 
there is no doubt about it. 

Q.—Have you had any experience 
to know whether that is the case? A. 
—Only from observation; I have never 
been connected with a mutual com- 
pany myself, but from 24 years’ ex- 
perience in the business and from ob- 
servation and conversations with in- 
surance men during that time I have 
always felt satisfied that that is the 
result of a policyholders’ vote. 

Q.—Does it come to this you would 
recommend that such a clause in legis- 
lation should be struck out entirely 
and give them no vote? A.—No, I 
would not go as far as that. 


Manufacturers’ Life (Junkin Ex’d) 


Q.—In the way it exists now the 
section practically means nothing, ex- 
cept for people who live in the city or 
town where the head office may be? 
A.—Yes. 

Q.—That is right? A.—Yes. 

Q.—Would you extend that so that 
others could vote or not? A.—There 
might possibly be some way of arrang- 
ing a vote by mail as it were, a ballot 
vote by mail, if such a thing could be 
arranged. I have never given it suffi- 
cient consideration to know whether it 
is possible to work out such a scheme ; 
T think it has been tried in some 
clubs and that kind of thing, I do not 
know how it would work in an insur 
ance company; that is where the voter 
could poll his vote by mail in such :! 
way that even the agent in his dis: 
trict would not know who he was vot 
ing for. I do not know whether thai 
would be practicable or not. 


Q.—That is a suggestion; I gather 
from what you say your ideas are not 
definite enough on that that you 
would care to be committed? A.—No, 
I have not really given that part con- 
sideration as to how it might possibly 
be worked out to give the _ policy- 
holder more of a voice in the com- 
pany. 

Q.—There is no provision at all in 
the Act incorporating your company 
whereby policyholders have any repre- 
sentatives on the Board of Directors? 
A.—No. 

Q.—As a class I mean? A.—No, the 
directors might be policyholders or 
they might be all shareholders. 

Q.—You speak of the President 
being a policyholder and not a share- 
holder? A.—Yes. ' 

Q.—But< that refers merely to his 
qualification to sit on the Board? A. 
—Yes. 

Q.—But the scheme of your Act does 
not in any involve that he shall be 
there as representing the policyhold- 
ers any more than any other director 
on the Board would represent policy- 
holders? A.—That is right. 

Q.—Now, so that we will not get too 
far from the evidence this morning, 
you saw that certain stocks that were 
purchased by Pellatt & Pellatt, includ- 
ing 400 shares of C. P. R., 125 shares 
of Dominion Coal, and 1,000 shares of 
Dominion Iron & Steel were bought by 
Pellatt & Pellatt in your name? A. 
—Yes, from the evidence this morn- 
ing. 

Q.—And it was entered in your 
ledger account in the books of Pellatt 
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& Pellatt? A.—In Pellatt & Pel- 
latt’s book. 

@.—And subsequently the stock and 
the cash payment that were made were 
transferred from  Pellatt & Pellatt’s 
account where your stock shown to 
their account where the Manufactur- 
ers’ Life Insurance stock was shown? 
A.—So I understand. 

Q.—What have you to say about 
that? A.—Simply this, that it is all 
news to me, I never heard anything 
about it until two or three days ago; 
I had not the slightest idea that such a 
mistake ever occurred, or that my 
name was ever in any way connected 
with it. 

Q.—Will you say then you did not 
know of that at the time? A.—I cer- 
tainly did not. 


-Q.—Was anything of that nature 
discussed between you when the Com- 
mercial Cable stock was handed to 
Pellatt & Pellatt? A—Nothing what- 
ever. 

Q.—Whose cheques were issued in 
payment of these three cash items that 


were paid? A.—The Manufacturers’ 
Life cheques. 


Q.—Have Manufacturers’ Life 
cheques ever been issued in payment of 
your stock or anything on account of 
your stock? A.—Never. 

Q.—No instance of that at all? A. 
—No. 

Q.—You are quite iti 

positive about 
that? A.—Yes, I am sure of that. 


Q.—And you say that at the time 
this stock was bought and put into 
your name you were entirely unawa 
of that? A.—Entirely So. a 

Q.—It is pointed out that on one 
of these sheets that you refer to as 
being a weekly list of stocks held for 
the company that this C. P. R. stock 
is mentioned? A.—Yes, 

Q.—Can you say that that sheet was 
ever presented to your Committee? 
reas stamp is on it, approved 
y the Executive Committee, Octobe 
2nd, 1902. nr On 

Q.—And you say that was stdmped 
at the time? A.—Yes. 


Q.—Does that appear in the min- 
utes—I will read from this memo first: 
September 29th 200 shares of C. P. R. 
at 1394, $27,850; September 29th 200 
shares at 1383, and 4 commission, mak- 
ing $27,800; so that those are the two 
items of C. P. R. stock? A.—Yes. 

Q.—And those were brought before 
the Executive Committee October 2nd ? 
A.—Yes. 

Memorandum just read by Mr. Til- 
ley marked as Exhibit 82. 
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Manufacturers’ Life (Junkin Ex’d) 


Q.—In your minute books at page 
175, where the minutes of the Execu- 
tive Committee are shown this item 
appears: ‘Purchase of 300 shares at 
140 5-8, 200 shares at 139, and 200 
shares at 1383, C:.P. R. stock was ap- 
proved;”? that was your minute made 
at the time? A.—Yes. 


Q.—That would be the minute that 
approves of the purchase shown by 
that slip? A.—Yes. 

Q.—Then the items there would be 
the 200 at 139 and the 200 at 138%? 
A.—Yes. 

Q.—The 300 shares would not be 
part of that transaction with Pellatts? 
Al=No; 


Q.—And you say those were passed 
on October 2nd? A.—Yes. 


Q.—That was after the stock had 
been purchased? A.—Yes, the first 
meeting after the stock was purchased. 


Q.—Do you think that is a proper 
way to approve of investments by a 
company, to make investments and 
then approve of it afterwards? A.— 
Very often it is ordered. It is quite 
possible there is another minute some- 
where before that ordering the pur- 
chase or authorizing it. 

Q.—I have not been able to find any ; 
if there is I would like to see it. That 
seems to be a case where the invest- 
ment was made or the stock purchased, 
and then the approval of the Commit- 
tee given afterwards? A.—The official 
approval, yes, in some cases in invest- 
ing in a stock or a bond. I would see 
a number of the directors during the 
week and get their verbal approval of 
it. 

Q.—In some cases you would do that, 
and I suppose it follows in some cases 
you would not do it? A.—Yes. 

Q.—Do you think it is a proper 
routine to go through? A.—I would 
almost always do it if it had not al- 
ready officially appeared in the min- 
utes approving. 

Q.—Almost always does not carry 
it much further? A.—There were some 
subjects such as bonds I have felt so 
sure about that I have often purchased 
them without consulting anybody, 
bonds we had purchased before perhaps 
at a higher price or something of that 
kind, and the value of which I was 
satisfied of, and was satisfied that I 
could show it was a good investment. 

Q.—That applies to bonds; what 
about stocks, does not the same thing 
apply to stocks? A.—I would not be 
so likely to do that with stocks unless 
I knew the opinion of the Board. It 
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might have been discussed at the 
Board before without any formal res- 
olution being passed. 

Q.—It might have been, but it might 
not have been discussed at all? A.— 
It might not. 

Q.—It might not have been men- 
tioned to any of the members of the 
Board except between you and Mr. 
Pellatt until it would come up and be 
approved? A.—Yes. 

Q.—And I wanted to know whether 
that is the proper way of investing 
funds of the company, your opinion? 
A.—We would be taking the risk of 
being turned down by the Board. 


Q.—In the meantime the company’s 
money has been used to pay for it? 
A.—Yes. 

Q.—So that it would not be turned 
down ‘very well by the Board after 
that, could it? A.—TI think the Board 
would still be in a position to say, 
“You must assume this yourselves.”’ 


Q.—Do you lay it down as a proper 
principle, that if you are prepared to 
take that risk that the company’s 
funds should be invested in that way? 
A.—Yes, if the Manager is prepared, 
or whoever is consulted in the matter, 


is prepared to take the risk I do not . 


see— 

Q.—Whether or not he is worth any- 
thing? A.—Well 

Q.—You think it is right that the 
company should in some possibility be 
left to the personal liability of direc- 
tors or to the manager? A.—It would 
be largely how much authority the 
Board had given the manager. 

Q.—I am asking you rather in the 
abstract, not whether you feel justi- 
fied—I am asking you as a matter of 
practice what you think about that? 
A.—I think in actual practice the 
manager often has to assume a good 
deal of responsibility in these things. 


Q.—Investments P A.—Yes; there 
are certain investments he can make 
today that he could not make tomor- 
row. A broker may come in and say 
‘“‘Well, I have $20,000 of these bonds 
left, lay all the details before me.’’ 

Q.—You are getting back to bonds; 
however, you say possibly he may have 
an opportunity to buy a bond today 
he would not have to-morrow? A.— 
Yes. 

Q.—That does not apply to stocks 
except you may think the stock mar- 
ket will not be as favorable tomor- 
row ?:, WA~~Yes. 

Q.—That is the only way it could 
apply to stocks? A.—Yes. 


Manufacturers’ Life (Junkin Ex’d) 


Q.—That is to say you might think, 
‘Well, now, the market will be higher 
tomorrow and I had better buy this 
Ooi Reto any Pi VA SY eg: . 

Q.—Do you think that would be a 


sufficient justification for the manager 


buying that stock which he can get 
the next day, but he relies on his own 
judgment? A.—TI think it would be 
in certain circumstances, for instance 
the other day, had I been able to 
learn, which I was not, that the 
Standard Bank were going to increase 
their dividend to 12 per cent. I could 
have bought the stock in the morning 
at 228; as a matter of fact there were 
sales at 228. I think I would have 
been quite justified in buying it that 
morning, knowing what my Board 
thought of that particular bank stock, 
and feeling quite satisfied that they 
would approve of the act. 

Q.—You are getting a good many 
conditions into it when you say the 
Board satisfied to buy it—what you 
mean is the Insurance Company were 
satisfied to buy that as an investment 
any way A.—I did not use those 
words, I think what I said was that 
the Board as a whole thought favor- 
ably of not only that class of stock, 
but that particular bank stock. 

Q.—Starting with that proposition 
you think it would be a very fair as- 
sumption of duty by a manager with 
that knowledge, because he knew of 
something that was going to affect 
the market, to buy stock or even sell 
stock probably without consulting his 
directors? A.—Not so much knowing 
that something was going to affect the 
market as something was going to 
really enhance the intrinsic value of 
the stock. 

Q.—That is probably putting it a 
little different, when you say there 


‘was going to be some improvement of 


the stock in that way, although paying 
extra dividends does not enhance the 
value of the stock, I suppose, but it 
does as an investment? A.—Yes. 

Q.—You have stated your position 
about that? A.—Yes. 

Q.—And is that the principle on 
which your company is acting, or is 
there no Committee or set of persons 
whom you consult with where you 
think something should be done quick- 
ly. do you do it of your own respon- 
sibility ? A.—No, where I can find the 
members of the Board quickly I cer- 
tainly consult with them. It once in 
a while happens that most of them 
are out of town, or that they cannot 
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be seen just at the time being, and as 
a matter of fact I cannot remember 
any case where I have ever made a 
purchase of stocks without consulting 
at least one member of the Board, and 
I would know pretty well the opinion 
of the others, of some of the others at 
any rate. 

Q.—That is your view, you think it 
even might apply to stocks listed on 
the Stock Exchange? A.—Yes, in cer- 
tain cases. 

Q.—These bought notes that were 
sent to you, are all made out in your 
own name—here is the bought note for 
the, C.P.R. stock, J. F. Junkin, Esq., 
and every other bought note—I sup- 
ee you have examined them all? A. 
—Yes.. 

%.—They are all made out in your 
own nameP A.—Yes. 

Q.—Did you notice that when they 
came in? _A.—No. 

Q.—Is that usual? A.—No, it hap- 
pens sometimes, but not often. As a 
matter of fact I do not see those not- 
ices at all. The mail is opened by the 
Secretary and distributed to the dif- 
ferent departments that it belongs to, 
and those would go to Mr. Franks. 

Q.—You say your memory is not at 
all charged with anything about these 
bought notes at all? A.—No. 


Q.—No notice that they are all 
stamped, or most of them _ are 
stamped, what stamp is that? A.— 
That is the stamp the Secretary uses 
when he is opening the mail. As 
soon as he opens a letter he stamps the 
date received on it. 

Q.—Would a bought note coming in 
an envelope addressed such as this; 
would that be opened before you op- 
ened itP A.—Yes. 

Q.—Would it be opened by any per- 
son else except yourself? A.—Yes, 
unless the envelope were marked per- 
sonal. 

Q.—In the ordinary course of your 
business, letters addressed to you are 
opened by the Secretary or some other 
official? A.—Yes. 

Q.—And the minute it is opened is 
this stamp put on it? A.—Yes. 

Q.—Would that stamp be on it be- 
fore you received it? A.—Yes. 

Q.—At any rate these marks were 
all stamped on the bought notes at 
the time they were received? A.— 
Yes. 

Q.—Is your own mail stamped in 
the same way? A.—My personal let- 
ters? 

Q.—Yes? A.—My own mail is gen- 
erally warked personal on the envelope 
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and that is not opened. I open it 
myself and it is not stamped at all. 

Q.—As was shown here this morn- 
ing, you have had some transactions 
yourself in these stocks, a personal ac- 
count with Pellatt & Pellatt? A.— 
That is right; yes. 

Q.—A margin account? A.—Yes. 


Q—So that you were dealing to 
some extent, at any rate, in these very 
stocks on your own account? A.—Yes; 
in the thirteen years that I have been 
connected with the company I had 
five, or at the most six, transactions 
with Pellatt & Pellatt. 


Q.—Are you limiting all your trans- 
actions with Pellatt & Pellatt of that 
nature. buying stocks? A.—wNo. 

Q.—You are referring now to your 
dealings with Pellatt & Pellatt? A.— 
Yes. 

Q.—You say during all the time you 
have been in touch with them in in- © 
surance work you have only had five 
or six transactions with them? A.— 
Yes. 

Q.—I am not concerning myself with 
the: number of the dealings, we have 
the fact that these transactions took 
place by you with these stocks about 
that time? A.—Yes, somewhere about 
that period. 


Q.—You would get some bought 
notes for your own stock? A.—Yes. 


Q.—If they were addressed in the 
same way they would be stamped in 
the same way? A.—Yes. 

Q.—So that there is nothing, I sup- 
pose that you could attach much im- 
po’tance to because these are stamped 
in the same way? A.—Yes. 

Q.—So that there is nothing, I sup- 
pose, that you could attach much im- 
portance to because these are stamped? 
A.—Not so very much, unless it shows 
they passed through the hands of the 
Secretary. 

Q.—yYes, but they would pass 
through the hands of the Secretary if 
they came forward even on your own 
stock? A.—Yes, if they were not 
marked personal; yes. 


Q.—And the only matters of record 
that indicate they are not yours would 
be the minutes of the company in au- 
thorizing the C.P.R. purchase or ad- 
opting it? A.—Yes. 

Q.—And that was the first of the 
transactions? A.—Yes. 

MR. McI/AUGHLIN: And the re- 
port of the Executive Committee. 

MR. TILLEY: Q.—The record about 
C.P.R. stock is the only record that 
shows that? A.—Yes, both in the 
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minutes and in the official statement 
presented to the Committee 


Q.—No matter how many places it 
appears, that is the fact, that was the 
first of the transactions that was 
wrongly entered there? A.—Yes. 


Q.—Following out your idea as to 
the privilege that a manager should 
have as to investing on his own respon- 
sibility on some occasions, does not it 
put a large amount of the company’s 
money inthe hands of one man to con- 
trolr yy Av No! 


Q.—Does not it displace the Board 
of Directors temporarily at any rate? 
A.—No, I do not think so. He could 
not continue doing that sort of thing 
if the Board of Directors objected; 
he is simply dealing so sure of the 
transaction that he feels satisfied the 
Board will approve of it if they have 
not already approved of it. 


Q.—You think that is not very 
vicious when applied to transactions 
in stock on the Stock Exchange, stocks 
that are listed and purchasable to- 
day, to-morrow, or the next day, be- 
ing a mere matter of price from the 
stock going up or down? A.—I do not 
think it would be well to carry it on 
to any great extent; what I mean to 
say is there may be exceptional cases 
where a manager might be justified in 
assuming that his Board would ap- 
prove of what he does. 


Q.—I understood you to say in a 
general way that besides the account 
you had with Pellatt & Pellatt you had 
other accounts or had had other trans- 
actions in stocks on your own personal 
account? A.—Yes. 

Q.—On margin? A.—Yes. 

Q.—And the kind of stock that we 
have been mentioning as dealt in by 
the Manufacturers’ Life? A.—Yes. 

Q.—I just want to verify some of 
these papers you have put in without 
referring to them to any extent. This 
I believe is the claimant’s statement 
that must be filed with your company. 
Under the heading ‘‘Policy B,” I sup- 
pose that refers to the inquiry sent 
out by the Commission? A.—yYes. 

Q.—Number 1, claimant’s statement, 
and then the claim; attached to it is 
the declaration to prove the age of the 
assured? A.—Yes, the declaration as 
to proof of age is not required in all 
cases. 

Q.—Not required if the age has been 
already proven? A.—That is the 
idea. 

Q.—Is this the form of claimant’s 
statement that you use now? A.—Yes. 


Manufacturers’ Life (Junkin Ex’d) 


Claimant’s statement and declara- 
tion filed as Exhibit 83. 

Q.—Then Exhibit 84 will be your 
form of policy loan agreement? A.— 
Yes. 

Q.—And there are two forms of that 
in that Exhibit? A.—Yes. 

Q.—We have written ‘‘Now in use”’ 
on the top of the form that is in use 
at the present time by your company? 
A.-—Yes. 

Q.—And attached to that is the 
statement made by your company as 
to the procedure you adopt when the 
loan on a policy has fallen in arrear? 
A.—Yes. 


Q.—What is this document? A.— 
This is what we call a non-forfeiture 
agreement. 


Q.—What is the purpose of it? A.— 
A few years ago we put a clause in 
our policies making them automatical- 
ly non-forfeitable, that is so long as 
there is sufficient of the reserve left 
the premium is paid by the company 
automatically. It prevents the policy 
from lapsing so long as there is suffi- 
cient of the reserve left to pay the 
premium, and then the agreement 1s 
one extending that privilege to the old 
policy so far as the old policyholders 
elect to have it made applicable to 
their policies. 

Non-forfeiture agreement filed as 
Exhibit 85. 


Q.—There is a provision here that 
you shall treat the premium then due 
as paid, and the amount of such pre- 
mium with interest at 9 per cent. per 
annum compounded yearly shall be a 
first lien on the policy, and it explains 
the 9 per cent. is made up of 6 per 
cent. for interest proper, and 3 per 
cent. for expenses; is that a fair pro- 
vision for the insured? A.—I think 
it is, taking everything into consider- 
ation. 

Q.—Explain why? A.—Doing that, 
it entails a good deal of extra work, 
both in the head office and branches. 
The day that that premium falls in 
arrear we open up a debit and credit 
account with that particular policy, 
just the same as a wholesale house 
would one of their customers, and the 
policyholder is credited with the total 
amount of his reserve, and debited 
with the amount of his premium, and 
then the agent in the meantime keeps 
on of course making every reasonable 
effort to induce the man to pay up his 
premium, and that is one reason why, 
I may say, we charge this three per 
cent. for the expenses to make it in 
the interests of the policyholder to 
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pay his premium. If the rate of in- 
terest 1s low he is more inclined to let 
his policy run on. He will say to him- 
self ‘‘Money is worth five or six per 
cent. to me, the bank is charging me 
perhaps 7; I might better pay the 
bank first and leave the insurance 
money till after,’’ and the effect of 
that would be the very opposite of 
what we desire by this non-forfeiture 
arrangement. Our whole idea in the 
non-forfeiture is to make the business 
more persistent, to give the agent an 
opportunity to get after these delin- 
quents, and get the premium in. 


().—Have you any method that you 
adopt to ascertain the health or hab- 
its of persons who are insured when 
their premium has got into arrear ? 
A.—Under the old system that was ab- 
solutely necessary, that is if a man 
allowed his policy to lapse the con- 
ditions of the policy were he could 
only renew it providing he was still 
in good health. 

Q.—So that you would have to find 
that out; have you any means that 
you adopt now for the same purpose 
where the policy is not of that nature? 
A.—No, we have no particular system. 


Q.—What do you mean by particular 
system, do you send out forms to be 
filled in in such casés? A.—You mean 
where a policyholder has run behind? 


Q.—Where he has run behind or 
even where he has not run behind? 
A.—We have to a limited extent in 
certain districts where we were doubt- 
ful about the business— 


Q.—Are you talking now about per- 
sons who have got behind in their 
premiums— A.—The policyholders in 
general. We have, I remember in one 
ease in particular we sent an Inspec- 
tor to certain districts where we 
thought the medical examiners had not 
been doing their duty properly, we 
sent him to report on the medical ex- 
aminers and the policyholders as well. 


Q.—That arose then from that spec- 
ial reason that you thought the ex- 
amination might have been carelessly 
or improperly conducted? A.—Yes. 

Q.—And then other than from some 
such reason as that have you any such 
means to adopt? A.—No, except when 
the application eomes to us in the first 
place; we got confidential reports 
sometimes. 


Q.—Do you ever in any way indicate 
to agents whether it is desirable or 
undesirable from the company’s stand- 
point to persistently attempt to col- 
lect the premium? A.—TIf the policy 


6 EDWARD VII., A. 190€ 


Manufacturers’ Life (Junkin Ex’d) 


has lapsed and we know for an ab- 
solute fact that the individual is a 
bad risk, we sometimes I think have 
given the agent to understand that 
we do not want him to put on any 
particular pressure to revive that pol- 
icy. 

Q.—That.is you rather tend to lull 
the man to sleep, let him pass over the 
time to pay the premium? A.—You 
mean before the policy has lapsed? 

Q.—Yes? A.—I do not think there 
has been anything of that kind. 

Q.—After the policy has lapsed? A. 
—With this non-forfeiture after the 
policy has lapsed we might advise the 
agent not to press the man for pay- 
ment of premium. 

Q.—Have you any system you adopt 
far taking care of such matters? A. 
—No. 


Q.—Have you forms you send out of 
inquiry where the policy has lapsed? 
A.—I do not think so, I do not re- 
member, of any such; we certainly have 
no general practice of that kind, it 
might be done in a particular district 
where we thought we had been fleeced 
by a medical examiner and an agent 
conspiring together or something of 
that kind. 

Q.—To get insurance? A.—Yes. 


Q.—Then you are rather indicating 
that’ you do when you find that out 
what you would have done originally 
by letting the insurance lapse? A.—: 
Yes. 

Q.—But do you not go farther that 
that? A.—I do not think so. 


Q.—You have no form sent out to 
be filled in by your agent or by 
other persons in the locality when a 
man’s policy has lapsed to ascertain 
whether it is wise to try to collect 
that premium? A.—We have a form 
to send out for the assured to sign 
himself— 

Q.—But other than that? A.— 
No, I think not. 


Q.—But you do send it out for the 
assured to sign; do you ever refrain 
from sending that form out to the 
insured? A.—No. 

Q.—You always send it in the case 
of every lapse? A.—Unless we know 
from personal knowledge that the 
man is a good risk, we may in a few 
cases not ask this form to be signed 
at all. 

Q.—You may not ask the form to 
be signed because you may already 
know it was a good riskP A.—Yes. 


Q.—You may already know it was 
a bad risk, then what would you do? 
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A.—We would ask him then to sign 
the form. 

Q.—Then you might indicate to 
the agent, might you, whether it was 
wise too look after that policy or not? 
A.—If he has signed the form stat- 
ing he.is still in good health, and we 
had reason to believe to the contrary 
we would ask him to submit to a new 
examination. 

MR. TILLEY: I will put in the 
statements furnished by the company 
showing the capital stock as held at 
the formation of the new company, 
and as held at the present time, with 
a record of the transactions that took 
place. 
= Nan Nib marked as Exhibit 
Then I put in a copy of the charter 
of the Prudential Securities Com- 
ee Limited. (Marked Exhibit 


Q.—I wanted to ask you at what 
price bonus stocks were disposed of 
by the company? A.—The Mexican 
stock was never disposed of at all, 
it was distributed when the company 
was winding up in proportion to the 
amount of stock held by each share- 
holder. 

Q.—The actual stock itself was 
divided up amongst the shareholders? 
A.—Yes. 

Q.—And your company, as one of 
the shareholders, got its share of the 
Mexican stock? A.—Yes, amounting 
to 50 shares. 

Q.—Being one-tenth, or what? A. 
—One-fifteenth of the whole amount. 

Q.—The balance went to the other 
shareholders? A.—yYes. 


Q.—It is said there were some 
shares acquired after the company 
was formed, not that were originally 
taken over in that lot, that you had 
some 700 shares when the company 
disbanded? A.—Yes, 750. 

Q.—And you took over originally 
how many? A.—350. 

Q.—So that you must have got 400 
shares by purchase or otherwise after 
the company was formed? A.—Yes. 


Q.—And that has nothing to do 
with the Manufacturers’ Life? A.— 
They got their share of that too. 


Q.—Those shares were not got 
from the Manufacturers’ LifeP A.— 
No, they were in no way connected 
with the purchase of them. 


Q.—What price was realized for the 
Mexican stock you got, or did you 
sell it? A.—yYes, we sold it some time 
after, we sold it at 653. 
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Q.—What date was that? yee | 
have not got the date here. Mr. 
Franks says the date it was sold was 
December 5th, 1905. 


Q.—What about Electrical Devel- 
opment stock? A.—The greater part 
of it was sold at 513, and_ there 
was a small amount sold at 623 net; 
I think that was the highest price 
the stock has ever reached. 


Q.—And what dates, have you got 
the datesP A.—75 shares that were 
sold at 623 was May 22nd, 1905, and 
the 375 shares that realized 512 were 
sold on June 9th, 1905. 

MR. TILLEY: I will put in a copy 
of the charter of the Canadian Sec- 
urities Company, Limited, dated 5th 
March, 1903, the corporate name is, 
‘Canadian Securities Company, Lim- 
ited.”? The capital stock is $500,000, 
divided into 5,000 shares of $100 each. 
The head office of the company is at 
Toronto, and the provisional direct- 
ors were, Lloyd Harris, Henry Mill 
Pellatt, James Mason, Samuel G. 
Beatty, and Robert James McLaugh- 
lin. (Marked Exhibit 88). 


Q.—Have you anything you want 
to say about the present state of the 
Electrical Development and the Mexi- 
can accounts? A.—Except to explain 
the proceeds realized from the stock 
in the Electrical Development was 
placed to the credit of the bond ac- 
counts in these two bonds, the net 
result being as follows: That taking 
the market price of the bonds at the 
end of the last year in the case of 
Electrical Development, the market 
value showed $186,125, and the cost 
to the company after crediting the 
account with its share from the Pru- 
dential was $182,125, so that those 
bonds stood the company a profit of 
$4,375. In the same way the Mexi- 
can Light & Power Company bonds, 
of which the company held at the end 
of the year $42,500, showed a profit 
of $4,481.25. 

Q.—Whatever was realized on the 
bonus stocks would be profit; they 
cost nothing in your way of keeping 
the books? A.—I am speaking now of 
the profit to the company in the way 
of market value over ledger value, 
over the actual cost in the company’s 
books. 

“Q.—That was a fact, that the stocks, 
whatever was realized from stocks 
would be entirely profit to the’ com- 
pany? A.—Yes. 

Q.—In your way of keeping the 
books the cost of the stock did not 
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appear; it was all put against the 
bonds? A.—AlIl put against the bonds, 
yes. 

Q.—The shareholders in this com- 
pany were the same as the directors 
whose names I have given; what was 
the object of incorporating the Cana- 
dian Securities Company? A.—It was 
incorporated as a purchasing agent. 
The real object was largely to be a 
purchasing agent for the Manufactur- 
ers’ Life, that is to buy bonds to the 
best advantage, and the idea was to 
deal in bonds entirely. To buy bonds 
to the best advantage it is necessary 
to buy in large blocks, that is to buy 
whole issues. Very often a city may 
be making an issue of three or four 
or five hundred thousand, or a public 
utility corporation may be making an 
issue of a million or a million and a 
half or two millions, and that puts it 
beyond the power of a company the 
size of the Manufacturers’ Life to ten- 
der when you get up into figures of 
those proportions and the idea was 
that we could get securities practic- 
ally at cost through having a corpor- 
ation of this kind that would be at 
liberty to tender for whole issues and 
sell elsewhere those that the Manufac- 
turers’ Life did not require. 


Q.—The original shareholders in the 
company were all directors, then, of 
the Manufacturers’ Life, or  share- 
holders, were they. substantially ? A. 
—All except the Manufacturers’ Life 
itself. 

Q.—And the Manufacturers’ Life it- 
self was a shareholder to what extent? 
A.—One-half. 

Q.—That would be $20,000.—A.— 
Yes. 

Q.—So that originally the Manufac- 
turers’ Life Insurance Company took 
one-half the stock and paid for it in 
cash Py * A Yes; 


Q.—And the other parties were all 
shareholders and directors in the Man- 
ufacturers’ Life Insurance Company? 
A.—Not all directors, some of the 
shareholders were directors. 

Q.—They are all shareholders and 
almost all directors? A.—Just put 
your question again. 

Q.—I say that the Manufacturers’ 
Life Insurance Company -took half the 
stock and paid for it, $20.000? A.— 

es. 

Q.—And the balance of the stock 
was all taken by parties who were 
shareholders, and almost all of them 
directors, of the Manufacturers’ Life? 
A.—I would like to see the stock book, 
so that I may ke accurate. 
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Q.—David Dexter is pointed to here, 
was he a director? A.—No, he ts in 
no way connected with the Manufac- 
turers’ Life. 

Q.—S. G. Beatty, he was a director? 
A.—Yes. 

Q.—J. F. Junkin, D. D. Mann? 
A.—Yes. 

Q.—R. L. Johnston? A.—No, he is 
not a director. | 

Q.—He is one of the firm of solicit- 
ors? A.—yYes. 


Q.—R. J. McLaughlin, he was a 
director? A.—No, not at that time. 


Q.—A shareholder, 1nd he was one 
of the solicitors for the company? A. 
—Yes. 

Q.—Has the list of shareholders in 
the Canadian Securities Company, 
Limited, continued the same down to 
date? A.—No. 


Q.—What substantial change has 
been made? A.—The Manufacturers’ 
Life have sold their holdings. 


Q.—To whom? A.—I do not just 
know how the transfers went through. 


Q.—It appears here in the name of 
Mackenzie & Mann and A. D. David- 
son? A.—I understand Mr. David- 
son is the real purchaser, it was pur- 
chased for him. 

Q.—Who is he? A.—A Winnipeg 
gentleman. 

Q.—What does he do there? A.—In 
the land business. 

Q.—Is he connected with MacKenzie 
& Mann? A.—Yes, indirectly he is; 
he sells land all through the North 
West for the various railway compan- 
ies and other syndicates who own land 
in large blocks. 


Q.—You say while the stock that the 
Manufacturers hold stands mainly in 
the name of MacKenzie, Mann & Com- 
pany you think it is held for Davidson? 
AESYos 


Q.—There is some of it in Mr. Da- 
vidson’s name, you know that? A.— 
No. 

Q.—There is some, 100 shares, and 
the balance is in the name of Mac- 
Kenzie, Mann & Company, and you 
think they hold it for him? A.—That 
is what I understood, that is for Da- 
vidson and another man associated 


with him, Mr. McCrae. 


Q.—Your company has bought from 
the Canadian Securities Company, 
Limited? A.—Yes, there are sixteen 
transactions. 

(Statement of purchases made 
through Canadian Securities Com- 
pany filed as exhibit 89). 
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Q.—What is this list? A.—I have 
not seen this. 

Q.—That is said to be a list of the 
‘ securities the company has handled, 
can you verify that? A.—yYes, that 
is correct, that is as far as I know. 

(Statement of securities handled by 
Canadian Securities Company marked 
as exhibit 90). 

Q.—(Mr. Tilley reads exhibit 90): 
Those Imperial Rolling stock bonds 
were the bonds of the company we re- 
ferred to the other day? A.—Yes. 

Q.—And that is the MacKenzie & 
Mann Company? A.—Yes, largely. 

Q.—What dividends has the Canad- 
ian Securities Comanny, Limited, 
paid? A.—Ten per cent. 


Q.—What bonuses has it given to 
its shareholders? A.—Declared one 
bonus of 40 per cent. 


Q.—It has been in existence from 
April, 1903, and in the three years it 
had paid dividends at the rate of 10 
per cent., and paid a bonus of 40 per 
cent.P A.—Yes. 

Q.—So that it has been very success- 
fulP A.—yYes. 


Q.—And I suppose could declare an- 
other dividend now of a substantial 
amount, or at the time the Manufac- 
turers left, if it wanted toP A.—I 
understand it is in a position to keep 
up a ten per cent. dividend. 

Q.—It is a profitable company? A. 
—Yes. And one-half of all these pro- 
fits have gone to the Manufacturers 
Life. 

Q.—And the other half have gone 
to its Directors? A.—Yes, sharehold- 
ers. 

Q.—We will say Directors, because 
it is substantially Directors. 


MR. McLAUGHLIN: No. 


MR. JOHNSTON:. There are out- 
siders belong to it; there is Archer, 
Dexter, Wilcox, Mitchell, Davidson, 
and large holders. 

MR. TILLEY: But you put it that 
way, that the other one-half goes to 
the other shareholders? A.—Yes. 


Q.—And a good deal to Directors 
of the Manufacturers’ Life and that 
MacKenzie & Mann or Davidson, 
whom they represent? A.—They have 
had no dividend at all. 

Q.—It either had been going to the 
Manufacturers’ Life and to some of 
its Directors, or it will now be going 
to MacKenzie & Mann or the person 
they represent, and A.—It will 
go to the shareholders whoever they 
happen to be. 
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Q.—What was that money made out 
of chiefly? A.—It was made out of 
those bonds that were handled. 

Q.—You could not say very much 
would be made of these municipal 
bonds, or debentures, there would not 
be a great deal of profit I suppose in 
the list of debentures, would there? 
A.—No, not a very large profit in de- 
bentures. 


Q.—There must have been some sub- 
stantial profit in some of these trans- 
actions? A.—The most profitable in- 
vestment there was the Rolling Stock 
bonds. 

Q.—And those were the bonds of 
MacKenzie & Mann, or the Canadian 
Northern? A.—Yes. 


Q.—How much of those bonds did 
the Manufacturers Life buy 

MR. McLAUGHLIN: I submit the 
whole list of everything that the Man- 
ufacturers Life has bought from this 
company be read; that will cover 
everything. 

MR. TILLEY: This exhibit shows 
Imperial Rolling Stock Company, 
$106,000, is that right? A.—Yes. 

Q.—Taken by the Manufacturers’ 
Life from the Canadian Securities? 
A.—Yes, out of an issue—two issues, 
of about a million I understand, so 
that about only 10 per cent. of these 
bonds went to the Manufacturers’ 
Life, so that the greatest profit in the 
company was made out of outsiders 
that had no connection with the Man- 
ufacturers’ Life. Those bonds were 
largely sold in Boston and Chicago, 


about 90 per cent. of them, and conse- 


quently the Manufacturers’ Life got 
half the profits on those bonds, al- 
though they only purchased 10 per 
cent. of the bonds themselves. 

Q.—Do you want to read the list of 
the other securities you bought besides 
the Imperial Rolling? A.—Yes, I 
would like to read the list. ; 

JUDGE MacTAVISH: What is the 
object of this? 

MR. TILLEY: There has been such 
a desire to read it. 

MR. McLAUGHLIN: I think it 
gives a fair impression if everything 
is put in. 

JUDGE MacTAVISH: But if they 
are shown on an exhibit it seems to 
me it is rather a waste of time to have 
it read by the witness. 

MR. McLAUGHLIN: As represent- 
ing the company here I have a heavy 
interest to look after, and if there is 
anything that can be in any way 
twisted to cast reflection on the Manu- 
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facturers’ it is read, and the rest can . 


be put in as an exhibit, 

MR. SHEPLEY: I do not think we 
have been doing any twisting. 

MR. McLAUGHLIN: I am not cast- 
ing any reflection on my _ learned 
friend, but I feel that way. 

JUDGE MacTAVISH: We desire to 
be fair to everyone, and if there is 
that feeling, even if there is no 
ground for it, the document had bet- 
ter be read now. 

(Mr. Junkin reads the whole of ex- 
hibit 89.) 

MR. TILLEY: Is there anything 
else you want to say about that? A. 
—Except that the realization so far 
as the Manufacturers’ Life is concern- 
ed when we sold our stock on account 
of it not being considered as coming 
under the term ‘“‘investment company” 
by the Insurance Department, it real- 
ized us a profit of $8,000, and the 
dividends we had already received, 
taking half of it as being for interest, 
that is 5 per cent., and the other half 
for profit, would make a profit of over 
$10,600 to the company, whereas the 
Canadian Securities Company made of 
the Manufacturers’ Life probably in 
the neighborhood of about $4,000, 
made a profit on the bonds during the 
year sold to the Manufacturers’ Life 
of probably $4,000, or considerably less 
than half of what the Manufacturers’ 
Life made from the Canadian Secur- 
ities Company. 

Q.—That completes it? A.—Yes. 

Q.—Mr. Junkin your company issues 
what you call a five per cent. gold 
bond'?: A.—Yes. 

Q.—What is the nature of that in- 
surance? A.—I would rather Mr. 
Papps would answer that question. 


Q.—You could answer it I think for 
our purpose? A.—In layman’s lan- 
yuage I might describe it; it is very 
much the same as, take for instance, 
a yold bond on the twenty years’ en- 
dowment plan is very much the same 
as the ordinary 20 years’ endowment, 
except that at the end of the term the 
insured has the privilege of leaving 
the amount of his policy, the face 
value of his policy, with the company 
enjoying five, per cent. interest on it. 

Q.—He is supposed to leave the 
amount of his policy with the com- 
pany? A.—He has that privilege. If 
he surrenders it to the company at the 
end of the twenty years’ period, then 
he receives 25 per cent. more than the 
face value of his policy. 

Q.—That is if he takes a surrender 
at the time and takes his money he 
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would get say $1,250 in round num- 
bers, instead of the $1,000 that his 
policy would be for, on its face? A. 
—Yes. 

Q.—If he elects to take the interest 
what does he get? A.—Five per cent. 
for a period of 20 years. 

Q.—On what? A.—On the $1,000. 

Q.—So that he has in reality at the 
end of the time, when the policy be- 
comes a claim, an interest of about 
$1,250 in the policy? A.—Yes. 

A.—And he leaves that with the 
company, and he gets 5 per cent. on 
a thousand dollars? A.—Yes. 

Q.—And at the end of the time he 
gets the thousand dollars? A.—Yes. 


Q.—Don’t you think the ordinary 
person that takes a policy of that class 
thinks he is getting the 5 per cent. 
on all his interest in that policy at 
the time it becomes a claim, on the 
whole $1,250, if that is what his in- 
terest is? A.—I do not think so, be- 
cause it is stated in a fixed amount. 

Q.—Don’t you think the idea of 5 
per cent. gold bond gives to him that 
impression, that he gets 5 per cent. 
on his money, whatever money he has 
in his policy? A.—He might draw 
that conclusion. 

Q.—Is not that the conclusion that 
is generally drawn? A.—I do not 
think so. 


Q.—You think that persons taking 
that form of insurance thoroughly un- 
derstand the transaction they are en- 
tering intoP A.—TI think they do. 
It is generally put to them this way, 
for instance, if it is a ten thousand 
dollar policy, the agent will say, ‘‘here 
is an assured income to you at the 
end of the period, of $500 a year for 
the next twenty years.”’ 

Q.—Was it not a fact that a.few 
years ago some American Company was 
disposing of those five per cent. gold 
bonds, and owing to some complaint 
as to what the parties believed when. 
they were buying them, that they had 
to take them all up again, take a good 
number of them up againP As] 
think there was something of that 
kind in Montreal through an agent. 


Q.—That was accomplished to a 
great extent, was it not, by reason of 
the name of the policy, five per cent. 
gold bond? A.—Partially, and par- 
tially by the indefinite wording of the 
policy. I do not think their policy 
was by any means as clearly worded 
as our policy is, the contract itself. 

Q.—Would you go this far, to say 
that the name of the policy might mis- 
lead a person who does not carefully 
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read through the whole policy? A.— 
I do not see how it could in our case, 
because the whole emphasis is put on 
the amount of annuity he is going to 
receive. 

Q.—Suppose the emphasis is put on 
the name, ‘‘five per cent. gold bonds,”’ 
is there not something in that, and 
was not there something in it in the 
case you have referred to? A.—There 
micht be something in it. 

Q.—Not a very desirable name for a 
policy? A.—I would not say that. 

MR. McLAUGHLIN: I suggest that 
the policy be produced. 

WITNESS: Yes, I think that 1s a 
good suggestion. 

MR. FILLEY: Q.—I am not criti- 
cizing at all the wording of the policy 
or the form of the policy. I am sim- 
ply asking you whether that name 
given to policies might not be mis- 
leading; it is a form of policy used by 
many companies? A.—Yes, by almost 
all companies. 


Q.—I am not making any attack on 
_your form of policy. I am asking you 
whether it is a proper name for a pol- 
icy? A.—TI think it is if the document 
is properly drawn. 

Q.—It might not be, if the docu- 
ment was indefinite, you mean, in its 
terms? A.—It might be misleading in 
its terms if the document were also 
misleading. 

Q.—It depends on the terms of the 
policy itself; might it not be misleading 
to many persons who do not read the 
terms at all? A.—It might, sir, pos- 
sibly be. © 

Q.—You know there are people who 
take policies and, do not read them 
through? A.—TI think if they do not 
read a policy they are generally very 
particular about what the results of 
the policy, that is the fixed results, 
definite guaranteed results are, and 
that is very clearly set out in this case, 
both in the estimate forms that are 
furnished, that is the blank forms fur- 
nished for describing the policy, and 
also in the policy itself. 


Q.—That may be very true that the 
estimate is given in other literature 
and by the agent and in the policy it- 
self, but is not a certain estimate im- 
plied from the very name itself, five 
per cent. gold bond, that the man is 
getting five per cent. on his money, 
whereas he is only getting 34 per cent? 
A.—No, there is no attempt to say he 
is getting five per cent. on his money, 
because unless he is a very ignorant 
man he coud not think any such thing. 
He is getting five per cent. on the 
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bond itself, and that bond he pays for 
in twenty instalments of so much a 
year. 

Q.—Why is it called a bond instead 
o° policy? A.—It really becomes a 
bond at the end of the time. 


Q.—I suppose that every policy that 
obliges a company to pay anything is 
a bond to that extent? A.—This com- 
pels the conipany to pay a fixed and 
definite income at the rate of five per 
cent. on its face for a fixed period of 
years, 20 years. 

Q.—But not a definite income on the 
whole money the man is entitled to? 
A.—No, there is no attempt to show 
that, because the man has been insured 
in the meantime. 


MR. McLAUGHLIN: This is cross- 
examining the witness on the contents 
of a written document which is here 
and ought to be produced. 

MR. TILLEY: I think I have stated 
the position fairly that we are not’ 
criticizing your form of policy at all. 
I am dealing entirely with the name 
which is common to several companies 
here in Canada. 

MR. McLAUGHLIN: I submit you 
should produce the form of policy to 
show as far as this company is con- 
cerned their policy is definite. 

MR. TILLEY: Q.—Is any exam- 
ination or training required of your 
agents before you employ them? A. 
—We have a blank form we ask them 
to fill in giving their experience- in 
the Life Insurance business and a 
history of their past record in var- 
ious ways, and what volume of busi- 
ness they have been able to produce 
annually, and how much they expect 
to produce, and so on. 


Q.—But you employ persons in all 
conditions of education and all con- 
ditions of habit so long as you are 
personally assured? A. No, we do 
not, we are very particular about 
their habits, or try to be. 

Q.—What means do you take to 
ascertain what their habits are? A. 
—We make private inquiry through 
individuals as well as through Com- 
mercial Agencies. 

Q.—Then you appoint an agent for 
a particular place or a particular 
locality? A.—Yes. 

Q.—What you would call a general 
agentP A.—Yes. 

Q.—He is free then to employ any 
person he desires to act as sub-agent 
under him? A.—To employ them 
provisionally. He forwards the con- 
tract to us, and we make our inquir- 
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Sacn regarding that sub-agent as 
well, 

Q.—Do you make independent: in- 
quiry about him? A.—yYes. 

Q.—And you then must approve 
of the contract, must you, with the 
sub-agentP A.—Yes. 

Q.—Then besides sub-agents they 
employ canvassers, men to drum up 
Insurance? A.—Very often. 

Q.—Do you retain any check on 
that at allP A.—If it is a man who 
Is going to give his whole time to 
the business he must reduce the con- 
tract to writing and submit it to 
us for approval, but if he is what 
they call in England a part time man, 
that is he has some other line of 
business and he is only devoting his 
spare hours to the life insurance 
business, very often there is no con- 
tract with him at all; he is not really 
the recognized agent of the Company. 

Q.—He might not-be the recogniz- 
ed agent of the Company but he is 
the man that sees the person that it 
is proposed to insure? A.—yYes, but 
he scarcely ever closes the business; 
he simply introduces the business to 
the sub-agent or to the General Agent. 


Q.—And he does a certain amount 
of the negotiating? A.—yYes. 


Q.—Sometimes I suppose doing it 
all? A.—Very rarely; in these days 
competition has become so keen that 
it requires experts now to close the 
business. 

Q.—I said sometimes closing it off? 
A.—Once in awhile. 

Q.—He may be a man of no edu- 
cation at all and of no character? 
A.—Well, if the character of the Gen- 
eral Agent is right he won’t employ 
men of that character. 

Q.—He wants to get the Insur- 
ance, no matter who brings it to him? 
A.—He won’t employ his sub-agent 
or part time man, men that are not 
of good character. 

Q.—I suppose that would depend 
upon the particular business he was 
trying to insure, he would employ 
some person that he thought -could 
influence them would he not? <A.— 
I can only speak from my own ex- 
perience. 

Q.—Your own experience in that 
in Montreal for a time? A.—Yes. 


Q.—How did you find it there? 
A.—I found once in awhile I would 
get hold of a man that disappointed 
me, that is he would not be the kind 
of a man I took him to be, and I 
would take the first opportunity of 
getting rid ofhim, as soon as I found 
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out he was not doing his business 
straight. 

Q.—You mean, I suppose, there 
would be then agents who were not 
of the same rule as yourself, and who 
would allow more laxity? A.—I be- 
heve in all Companies they get hold 
of men who do not do their business 
properly. 

Q.—Do not do it properly, and do 
not do it honestly? A.—And do not 
exercise the care they should in sel- 
ecting their assistants. 

Q.—And do not do it honestly I 
asked you? A.—Yes, I believe there 
are such men in the business. 

Q.—Make misrepresentations? A. 
—Yes. 

Q.—And there is nothing that you 
know of in the way of Legislation is 
aimed at? A.—Nothing that I know 
of. 

Q.—The persons who are insured 
I think you said are very careless, or 
some of them are, very careless about 
reading their policies? A.—Yes some 
of them are. 

Q.—And some of them would not 
understand them if they did read 
them? A.—Some. 

Q.—And I suppose that applies in 
a place as you have mentioned like 
Montreal where the language used 
by many of them is different from 
the language of others? A.—In our 
Company we issue policies in both 
languages there. 

Q.—Do all Companies do that? A. 
—Not all. 

Q.—Can you suggest anything that 
would be of assistance in preventing 
that sort of thing? A.—No, the only 
thing that I can think of is that the 
Insurance Department should be 
given, if they have not already that 
authority, sufficient authority to say 
whether the contract being issued by 
the Company is sufficiently clear. 

Q.—You say it might be well to 
have the wording of every policy sub- 
mitted? A —Yes. 

Q.—<And approved before the policy 
could be issued? A.—I think they 
are submitted now, in fact I am 
pretty sure they are. Every new 
form of policy we issue we send a 
copy of it to the Department at their 
request. That is understood we shall 
do so, and I presume the object of 
that is that they may criticise the 
document if they find anything wrong 
with it. ' 

Q.—Have you met cases in your 
experience down in Montreal or in 
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Quebec Province where the agent has 
not interpreted properly the “applica- 
tion forms and the policy to the pro- 
posed insurer? A.—Yes. 

Q.—You have known that, that is 
where the insurer himself speaks 
French prohably and the policy is in 
English you have known of cases 
- where the agent would mis-translate 
it? A.—No, I do not know that we 
have ever sent English policies there 
to a French applicant. We general- 
ly judge from the names. 


Q.—I am not speaking of your Com- 
pany? A.—Of Insurance in general? 

Q.—Yes, to get the general condi- 
tions? A.—Yes, I might say that I 
remember one case of an agent that 
made the statement himself that one 
of his insured—this was not a man 
who was insured in our Company— 
one of his insured was not aware of 
the fact that it was not necessary to 
take out a new policy every year, the 
same as it would be in fire Insurance. 

Q.—You think then there is a 
trouble that exists there at any rate 
by reason of the applicant’s not un- 
derstanding the transaction they are 
entering into? A.—Yes. 

Q.—And in some cases the agents 
do not assist them to understand it? 
A.—In some cases. 

Q.—Could that be improved by li- 
censing the Insurance agents? A.— 
I do not think so. My reason for that 
is that there was a license required 
once in this Province and I do not 
think it had any tendency to improve 
the class and standing of the agents, 
that is the agents during that year on 
the average did not average up any 
better than they did the year before 
or the year after. 

Q.—It was not in existence a very 
long time?’ A.—No 


Q.—Would it be feasible to pay 
agents by salary and not by commis- 
sionP A.—Yes. 

Q.—Would it be an improvement? 
A.—In some respects I think it would 
be more expensive to the Companies, 
but they would probably have on the 
* average a better class of representa- 
tives. 

Q.—And it would effectually stop re- 
bates? A.—Yes. 


Q.—And probably would introduce 
a better class of agents? A.—Yes. 

Q.—More intelligence on their busi- 
ness? <A.—Yes. 


Q.—And that might stop some evil 


practices by agents in taking out pol-: 
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icles in some places for some Compan- 
iesP A.—Yes, it might. 

Q.—Who engages the doctors and 
appoints the medical examiners? A. 
—They are appointed by the Chief 
Medical Referees at Head Office. 

Q.—And what care is- taken to as- 
certain their qualifications and habits? 
A.—We have a blank form to begin 
with in the same way, not the same 
kind of form, but in the same way 
that we have in respect of the agent— 
that is in the form of an application 
for a position of local medical exam- 
iner at a certain place. The doctor 
fills in that setting out his qualifica- 
tions, that is how long he has pursued 
the studies, in what schools, where he 
graduated, and when. 

Q.—And such information? A.— 
What Companies he has examined for 
and giving the names of references as 
to his standing in the profession. 


Q.—Must every applicant be axam- 
ined by some Doctor who has been ap- 
proved in that way before you will 
insure the applicant? A.—Yes. 

Q.—Do you not let some applicants 
go through on the certificates of other 
doctors not passed in that way? A.— 
Occasionally, but not until—that form 
accompanies the first examination that 
comes in. 

Q.—From the Doctor? A.—Yes, so 
that we can pursue our inquiries be- 
fore issuing the policy. 

Q.—That is the invariable practice? 
AV e8: 

Do you know whether that is 
so with other Companies? A.—I do 
not know. 

Q.—The doctor is usually the friend 
of the Local Agent? A.—Very often, 
he is recommended by the Local Agent. 


Q.—And the Local Agent gets his 
commission if the Insuranec is accept- 
edi?) okey es: 

Q.—Have you found anything vic- 
ious in that? A.—Yes, in some cases 
we have found or have believed that 
the agent and the doctor were too 
friendly. Of course if the Doctor is 
the right man that would not make 
any difference but if he is a man that 
is easily influenced he might want to 
show favor to his friend by putting 
through a risk that was not as good as 
it ought to be. 

Q.—Is there anything in your form 
that requires the doctor in any way 
to explain to the applicant what he 
understands the transaction to in- 
volve? A.—No. You mean referring 
to the contract of Insurance? 
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Q.—Yes? A.—No, except he ask for 
the amount. The doctor fills in on his 
form what amount of Insurance the 
man is applying for and I think the 
plan. 


Q.—That is on your form? A.—Yes. 

Q.—In the cases that you have re- 
ferred to where the applicant is not 
always fully aware of what is being 
done would it be of assistance to re- 
quire the doctor to fully explain to 
the applicant what the contract of 
insurance involves? A.—I do not think 
you could do that because the doctor 
might not know anything about it 
himself. 


Q.—Do the doctors all, who examine 
for these Insurance Companies, under- 
stand fully what the different plans 
of Insurance are and the different 
policies involved? A.—Not all. Those 
who make a specialty of making ex- 
aminations for life Insurance Com- 
panies, as in the larger places such as 
Toronto, Montreal and Ottawa and so 
on, in time as a usual rule they be- 
come fairly familiar with the different 
plans and have an understanding of 
them. It really ought to be one of the 
matters that the doctor should inform 
himself on, because an applicant might 
be good for one plan of Insurance and 
he might be a perfectly good risk for 
instance for a ten year endowment and 
might not be a good enough risk to 
pass for a whole life policy, so that the 
Doctor really should in the Company’s 
interest have a knowledge of Insurance 
matters. 

Q.—In you experience in Quebec, 
not particularly with regard to your 
own Company, but your experience in 
Insurance work there, did you find 
any evil arising out of a lack of know- 
ledge of the doctors and the fact that 
a doctor would probably speak French 
and the applicant and all the papers 
would be in English, or vice versa? 
A.—No not in that way, because they 
' would not be in our case. 


Q.—I am talking generally, — not 
about your Company? A.—You are 
referring to the period of time when I 
was Agent in the Province of Quebec. 


Q.—Yes, and from any knowledge 
that you have gained since as to the 
condition that existed there? <A.— 
Yes, I think it quite often happens 
that the French applicant there has 
signed English applications when he 
really did not know what he was sign- 
ing. 

Q.—Did not appreciate the contract 
he was entering into? A.—yYes. 
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Q.—You furnish the applicant forms 
in both languages as well as policies? 
A.—Yes, our policies, applications and 
all our literature are published in 
French as well as English, and used in 
the Province of Quebec. 

Q.—Mr. LeBeuf would like to know 
who does the translating from the 
English into the French? A.—Mr. 
Warnault of the Canada Life does it 
for both the Canada Life and ourselves 
at present; I do not know how long. 

MR. SHEPLEY : Subject to any mat- 
ters arising in future I rest here the 
investigation into the Manufacturers. 


MR. SHEPLEY: Q.—At Mr. Mc- 
Laughlin’s request I ask you whether 
the Manufacturers has ever made a 
loss upon a call loan? A.—We have 
never lost a dollar on a call loan in the 
history of the Company. We _ have 
never lost a dollar on mortgages, on 
real estate on any mortgage made since 
I became Manager eleven years ago, 
and the bonds speak for themselves. 
The stocks have shown us a consider- 
able profit. 

MR. KENT: I would lke Mr. 
Junkin before he leaves the box to go 
on record again about this question 
of question of voting by a policyholder. 
If I have properly interpreted his 
thought, Mr. Junkin is not in favor at 
all of permitting a policyholder to 
vote, because he attaches to that right 
an impossible condition. The Manu- 
facturers’ Life by their by-laws or 
rules give a policyholder of a thous- 
and dollars and upwards the right to 
vote, is it not soP A.—Yes : 

Q.—It is impossible to prevent that 
policyholder from combining with 
other policyholders possibly to swamp 
the Management if they feel so dis- 
posed. I want to learn from you if you 
are in favor of continuing that right 
to a policyholder without any of those 
impossible restrictions, or whether 
you are really not in favor of strik- 
ing out that privilege altogether? A. 
—I am glad your Honors have brought 
this matter up, because if I have given 
that impression that I am opposed to 
policyholders voting I have done it 
unintentionally. I would like if there 
is any means that can be devised of 
getting a real policyholder’s vote, I 
would like to see the _ policyholders 
have a vote. I do not say at all that 
it is impossible. I am in hopes the 
Commission will see some way of 
working it out. I would like to see 
the policyholders in a Company have 
a vote, I believe they would take 
more interest perhaps in assisting the 
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agents, take a greater interest in the 
Company. 


JUDGE MacTAVISH: Q.—Would 
you like to see them exercise it? A.— 
Yes, if it can be done as direct from 
the policyholder, but if it is to be 
entirely of— 


MR. KENT: Q.—If you could know 
they were going to vote, that is what 
you mean? A.—Yes, that it was really 
the policyholder that was voting, 
then I think it would be in the inter- 
ests of Life Insurance for the policy- 
holders to have a vote. 


JUDGE MacTAVISH: I don’t think 
you understood Mr. Kent’s question, 
if you knew how the policyholder was 
going to vote you would have no objec- 
tion to his voting? A.—No, I did not 
mean that; I meant that you are 
really getting a vote of the policy- 
holders and not practically a vote of 
the agents or some clique of agents. 


MR. SHEPLEY: Or shareholders? 
A.—Yes, or any other clique; then I 
say by all means let the policyholders 
have a vote, but the only way I can 
think of that that can be arranged or 
might be arranged would be by some 
ballot system through the mails. 


MR. KENT: Or by personal vote? 
A.—Yes. Then of course that limits 


it to the policholders in the immediate 


vicinity of the Head Office. 


Q.—If the policyholder chooses to go 
to the expense of going to the meeting 
to vote you would be in favor of giving 
to every policyholder a personal vote? 
A.—Decidedly. I would like to see 
every policyholder in Toronto exercise 
his vote in our Company. 


Q.—And you would like to see every 
rolicyholder in Montreal vote, come to 
Toronto to vote? A.—Yes. I would 
not I’ke to see that clause taken out of 
our Charter, because some day the pol- 
icvholders may take more interest, and 
when this Commission gets through the 
policyholders may take more interest 
and be willing to vote. 


Q.—Do you think a policyholder will 
take an interest in your annual meet- 
ings in the same ratio as you gave him 
a chance to exercise his vote untram- 
melled—if I remember your testimony 
vou have refused to allow a _policy- 
holder to know anything about his co- 
policyholders by the dread that he 
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might exercise his right to vote to the 
detriment of the powers that be? A. 
—Oh, I beg pardon your honor, I 
have never been requested by any pol- 
icyholder to give any information in 
connection with voting; I have never 
refused any policyholder any informa- 
tion. 


Q.—I am glad that you mention 
that, because I was certainly under 
the impression that I had caused the 
question to be put straight to you, 
whether or not you had ever refused 
a policyholder the right to know who 
were the other policyholders? A.—I 
most emphatically say I never did sir. 
If I gave the other impression I cer- 
tainly did so unintentionally. I have 
never at any time refused any policy- 
holder any information in connection 
with the company or any of its inter- 
ests. 


JUDGE MacTAVISH: I think what 
was said was to the effect that if a pol- 
icyholder applied to you for informa- 
tion as to who the other policyholders 
were and if you had a suspicion that 
he desired the information for some 
ulterior purpose, you would be likely 
to refuse it? A.—Yes, what I had in 
mind was not a matter of voting, but 
twisting some of our policyholders out 
of our company to put them into some 
of our competitiors. If I thought he 
was really asking for the information 
for the purpose of voting, I would 
never think of refusing him any in- 
formation he might want. 


MR. KENT: Any way, I understand 
you would be in favor of such changes 
as would permit any and all policyhold- 
ers, say of $1,000 and upwards, to vote 
provided they attended the meeting 
personally? A.—I would certainly go 
that far, sir. I think there can be no 
harm in that to any company. 


MR. McLAUGHLIN: I think from 
reading the evidence, that Mr. Jun- 
kin’s chief objection was to the evils 
he thought might arise out of a proxy 
system, that might make a dictator of 
the Manager through his agents. I do 
rot think Mr. Junkin is afraid of his 
policyholders. A.—No, I never have 
been and I hope I never will be. 


MR. KENT: I have no doubt Mr. 
Junkin admits that his policyholders 
could, if they chose, swamp him at any 


‘ time? A.—Certainly. 


(Adjourned to Monday, 7th May, at 
11 a.m.) 


500 ROYAL COMMISSION ON 


21st day, May 7th, 1906. 
TWENTY-FIRST DAY. 
MORNING SESSION. 
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MR. SHEPLEY: We propose this 
morning to take up the case of the 
Union Life Insurance Company, and 
as incidental to that the case of the 
National Agency Company, which is 
closely identified in its organization 
and in its business with the Union 
Life. 

MR. R. J. McLAUGHLIN: I ap- 
pear for the Union Life in this mat- 
ter. 

H. POLLMAN EVANS, sworn, ex- 
amined by 

MR. SHEPLEY:. Q.—You live in 
Toronto? A.—Yes. 

Q.—And what connection have you 
with the Union Life? A.—President 
and General Manager. 

Q.—Did you bring with you the pa- 
pers and books which you have been 
subpoenaed to produce?. A.—Yes, 
they were sent over on Saturday. 

Q.—You will be able to refer to them 
as they are called for? A.—Yes. 

Q.—Have you any connection with 
we National Agency Company? A.— 

es. 

Q.—What is your official connection 
with the Company? A.—Secretary. 

Q.—You are a member of the Board 
of Directors of each Company? A.— 
Yes, both. 

Q.—You are no doubt familiar with 
the circumstances which led up to the 
incorporation of the National Agency 
Company? A.—Somewhat. 

Q.—What was your position immedi- 
ately prior to the incorporation of that 
company? A.—Manager of the Provi- 
dent branch of the North American 
Life Insurance Company. 

Q.—The North American Life Insur- 
ance Company has its head office in 
Toronto? A.—Yes. 

Q.—And it had a branch of its busi- 
ness known as the Provident branch? 
A.—Yes. 

Q.—And of that branch you were 
the Manager? A.—Yes. 

Q.—Just describe in concise fashion 
what the business of the Provident 
branch was, what its nature was? A. 
—It was insurance for smaller sums 
than $1000, and payable on the month- 
ly plan. 

Q.—Has that class of insurance a 
generic name? A.—No, industrial in- 
surance is not strictly Provident in- 
surance, but practically so. 

Q.—Industrial insurance is insur- 
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ance for small sums of money where 
the premiums are paid weekly? A. 
Yes. 


Q.—And provident insurance is simi- 
lar except that the payments are 
monthly? A.—Yes. 

Q.—The North American’ Life was 
writing insurance of that class upon 
monthly payments? A.—Yes. 

Q.—Was it writing any upon weekly 
payments? A.—No, that is, not with- 
in my knowledge. 

Q.—Not when you were manager of 
that branch? A.—wNo. 

Q.—That is what you mean when 
you speak of being the manager of 
the Provident branch? A.—Yes.° 

Q.—You will perhaps be able to tell 
me approximately, if it becomes mater- 
ial we will get it exactly, what the 
volume of that class of business in 
the North American Life was whén 
you were approaching the formation 
of the National Agency Company? A. 
—I think that is a matter that pro- 
bably I would not be justified in speak- 
ing of, strictly concerning the North 
American Life, and being a former 
employee of theirs— a) 

Q.—I am afraid there is no privi- 
lege; you are also connected with the 
National Agency Company which had 
certain agreements which are going to 
be produced, if you can tell me I think 
T will have to ask you to do it? A.— 
About $800,000. 

Q.—What was the monthly premium 
or monthly debit in connection with 
that? A.—It was about in the neigh- 
borhood of $700. | : ‘ 

Q.—Have you in connection with 
the National Agency Company any 
book here which will show us these 
amounts? A.—No, I have not. 

Q.—Have you not the books here 
of the National Agency Company? A. 
—No, none of eben Mt PTaon could 

11 you more about that. 
ee ee they here? A.—Not that I 
know of, I did not bring them. 

Q.—You are we Secretary of . that 

any? A.—Yes. 
aint have not brought them? A. 

O° why? A.—I did not know that 
they would be required right away. 

MR. JOHNSTON: I do not think 
his subpoena covers that. 

MR. SHEPLEY: But there was an- 
other subpoena served on another 
officer of the company. 

MR. McLAUGHLIN: We will try 
to get everything that is wanted. 

MR. SHEPLEY: Perhaps Mr. 
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Evans will step down and see 1f he can 
find the book. 

Mr. Evans steps down and looks 
through the books. : 

MR. SHEPLEY: Q.—Do I under- 
stand you to say there is no book of 
the National Agency Company which 
contains a record showing the volume 
of business taken over from the North 
American by the National Agency, or 
the monthly debit in respect of it? A. 
—I don’t remember of any, not now. 

Q.—You think the volume was about 
$800,000? A.—Yes. 

Q.—And you think the monthly de- 
bit was— A.—Seven or eight hundred 
dollars. 

Q.—Let us just have a little explan- 
ation of what you mean by monthly 
debit? A.—Monthly debit is the 
amount of premiums payable each 
month. 

Q.—That is in respect of the class 
of business you are speaking about? 
A.—Yes. 

Q.—And that therefore would be 
expressed in monthly terms the pre- 
mium income in respect of that 
branch of the business? A.—Yes. 

Q.—That was what the North Am- 
erican Life had in this Provident 
branch? A.—Yes. 

Q.—Then who conceived the idea of 
forming the National Agency Com- 
pany? A.—I did, I think. 

Q.—And you became one of its pro- 
moters? <A.—Yes. 

Q.—Who were associated with you 
in promoting the National Agency? 
A.—Mr. Symons and Mr. Buchanan 
and Mr. Plummer. 

Q.—Which Mr. Plummer was that? 
A.—Mr. A. E. Plummer. 

Q.—Any more that you remember 
of? A.—No, I do not remember; no 
more actively, that is certain. 

Q.—It was your idea, you say? A. 
—Yes. 

Q.—And you associated these other 
gentlemen with you as promoters? 
A.—Yes. 

Q.—Had any of them any connec- 
tion with the North American Life 
besides yourself. A.—Not that I am 
aware of. 

Q.—They were not officers nor even 
shareholders so far as you know? 

Q.—What was your idea in bring- 
ing about the incorporation of the 
National Agency Company? A.—For 
the purpose of extending the Provi- 
dent branch of the business more than 
it was being extended at that time. 

Q.—You were the Manager of the 
branch? A.—Yes. 
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Q.—Had you a staffP A.—Yes. 
Q.—A staff of agents? A.—Yes. 


Q.—And an office staff? A.—Yes. 
Q.—And you were not capable of 
extending without the incorporation 
of a company? A.—The limit of the 
extension was not within my control. 


Q.—How do you mean? A.—That 
was a matter which the North Am- 
e-ican had to determine upon as to 
te extent to which they were will- 
ing to go in extending the business. 


_ Q.—Had_ you extended to the lim- 
it? A.—We had only operated in the 
City of Toronto. 


_Q.—You_ had not extended to the 
limit the Board permitted you to ex- 
tend to? A.—They had not auth- 
orized the extension beyond Toronto. 


’Q.—If you can answer it the other 
way—perhaps you cannot, and I do 
not want you to guess, of course—had 
you taken up all the field that the 
policy of the North American permit- 
ted you to take up? A.—I under- 
stand so. 

Q.—Both in geography and in vol- 
ume? A.—Yes. 

Q.—You were not in a position to 
write even in Toronto more monthly 
business than you were then writing? 
A.—No, I do not mean that; I mean . 
Wwe were not permitted to go beyond 
the bounds of the city of Toronto into 
other cities. 

Q.—You had not occupied the To- 
ronto fields to the limit of your in- 
structions, but you had no instruc- 
tions to go outside of Toronto; is that 
the right way to put it? A.—Yes, 
that would do. 

(J).—You desired to go outside of 
Yoronto? A.—Yes. 

Q.—What experience had you in 
this class of business? A.—I had been 
with the Metropolitan for about four 
years. 

().—Where? A.—In Tennessee. 

Q.—That is a New York company? 
A.—Yes. 

Q.—Which writes industrial insur- 
ance? A.—yYes. 

(}.—On the weekly or monthly plan? 
A.—Weekly. 

().—And you had been their agent 
in Tennessee for how many years? A. 
—About four years, three years, I 
think it was. 

Q.—Was.- that immediately before 
you came to the North American? 
A.—No, I was with the Sun before 
that. 

Q.—Of Montreal? <A.—Yes. 

Q.—Where were you stationed for 


502 ROYAL COMMISSION ON 


21st day, May 7th, 1906. 


them? A.—In Montreal and in Phil- 
adelphia. 

Q.—Was the Sun doing this class 
of business also? A.—No. 

Q.—I am rather interested at the 
present moment in getting your ex- 
perience in Industrial and Provident 
insurance? A.—I might make this 
explanation, the Sun had a system 
of insurance known as Thrift insur- 
ance, but it was not strictly Provident 
nor Industrial in any sense of the 
word. 

Q.—It had perhaps some family 
resemblance, but it was not the same 
kind of insurance? A.—Precisely. 

Q.—How long had you been with 
the North American Life managing 
this class of business? A.—I think it 
was three or four years. 

Q.—Then you would have had alto- 
gether seven or eight years’ experi- 
ence in industrial and provident in- 
surance? A.—Yes. 

Q.—There being a space of time in- 
termediary during which you were 
engaged in some other class of insur- 
ance? A.—Yes. 

Q.—Then what means did you take 
of incorporating the National Agency 
Company? A.—I don’t quite under- 
stand your meaning. 

Q.—How did you go about the pro- 
motion that you have spoken of, what 
did you do? A.—We obtained a 
charter. 

Q.—I believe you took out a char- 
ter under the general law of the Pro- 
vince of Ontario? <A.—yYes, letters 
, patent. 


Q.—Letters patent by the Lieuten- 
ant-Governor in Council; have you 
those with you? A.—TI think a copy 
of them is here. 

Q.—I would rather have the origin- 
al? A.—(Produces original.) 


Q.—On the 30th January, 1901, 
vou obtained a charter incorporating 
Mr. Symons, Mr. Plummer, Mr. Bu- 
chanan, Mr. Crispo—you did not tell 
me of him? A.—He was not actively 
interested in any way; he was simply 
put on to complete the Provisional 
Board. 

Q.—And yourself? A.—Yes. 

Q.—Incorporated ‘‘For the purposes 
and obiects followings: To act as man- 
aging Agent for any insurance com- 
pany that stands registered as such 
under the Ontario Insurance Act?’ 
A.—Yes. 

Q.—And the corporate name to be 
The National Agency Company, Limit- 
ed, the share capital of the company 
to be $100,000, 1000 shares at $100 
each; head office at Toronto. The 
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Provisional Directors were to be Mr. 
Symons, Mr. Plummer and Mr. Evans 
hereinbefore mentioned. Then there is 
a provision that, ‘‘The Company here- 
by incorporated shall from time to time 
as an agency or agencies is or are un- 
dertaken forthwith notify our Provin- 
cial Secretary of the name or names 
of such company or companies, and 
that if the Company make any default 
in complying with this condition, 
which is accepted by the company, 
these our letters patent may there- 
upon be suspended or cancelled.’’ 

Q.—Up to the time that this charter 
was actually issued, Mr. Evans, had 
you and your associates in obtaining 
the charter any object in view beyond 
the one that you have spoken of, that 
is taking -up.and extending the Pro- 
vident business of the North American 
Life? A.—wNo sir. 

Q.—Had you come to any terms with 
the North American Life? A.—yYeg. 


Q.—You had made your bargain with 
the North American Life? A.—Yes. 

Q.—Was it reduced to writing? A. 
—Yes it was. 

Q.—It was not of course executed 
or was itP A.—Yes. 

Q.—yYou think it was executed as 
early as the 30th of January, 1901? 
A.—Yes. 

Q.—Before taking that up let me 
ask you a question or two with regard 
to the contents of the charter itself. 
You had perhaps some correspondence 
with the Provincial Secretary’s office 
with respect to the condition that 
we find here, that you were to regis- 
ter any agencies that you took up? 
A.—I don’t remember of any. There 
may have been some. I have no re- 
collection of it at the time. 

Q.—How did that condition come to 
be put in the charter? A.—I really 
don’t remember. Mr. Symons I think 
could perhaps give you more informa- 
tion about that. 

Q.—And you do not remember that 
there was any correspondence at all? 
A.—I have a recollection that there 
was some, but whether it was about . 
that or some other question I have 
no recollection. 

Q.—Can you obtain for me the cor- 
respondence that did pass between 
anybody acting for the company and 
the Provincial Secretary’s office? A. 
—Unless Mr. Symons has it, I would 
not have it. 

MR. McLAUGHLIN : If we can find 
any we will have it here; we will have 
it looked up. 
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MR. SHEPLEY: Will you be good 
enough to produce the document which 
you say was drawn, arranged and 
executed before this 30th day of Janu- 
ary, 1901. Is this the first agree- 
ment? A.—yYes, I think so. 

Q.—Where is the original of this? 
A.—I think we have it at the office. 

Q.—Please get it; not that we de- 
sire to retain it, but so that it may 
be formally made an exhibit. A.—I 
think I can send for it. 

Q.—Can you get it by telephone? 
A.—Yes. 

MR. JOHNSTON: There are three 
or four documents, one after the 
other; probably we had better get the 
whole lot of them at once. I will do 
that Mr. Shepley. 

MR. SHEPLEY: Now this purports 
to be a copy of an agreement of the 
7th of November, 1900, between the 
North American Life Assurance Com- 
pany and yourself, Mr. Evans? A. 
Yes, 

(Original agreement dated 7th No- 
vember, 1900, between the North Am- 
erican Life Insurance Company and 
H. P. Evans; copy substituted by 
consent, marked as exhibit 92. Filed.) 

Q.—It reads in this way.—(Reads 
exhibit No. 92.) That was executed 
about? the time it bears date, the 7th 
of November? A.—Yes. 

Q.—That was while you were in 
process of your application for incor- 
poration? A.—Yes. 

Q.—Now the first observation that 
it seems to me proper to make about 
this is that the recital is that you had 
proposed to organize a company with 
a paid-up capital of $25,000. Was 
that the original idea? A.—Well, the 
idea was that that would be a mini- 
mum amount, so we put it in at that, 
to be not less than $25,000. 

Q.—It does not say not less than, 
it says with a paid-up capital of $25,- 
000. Was the idea that you should 
have a capital of $25,000? A.—Of at 
least that much. 

Q.—Did you at the time this agree- 
ment was made intend to exceed that? 
A.—I don’t remember that we con- 
sidered it one way or the other, but 
Mr. McCabe’s stipulation was that we 
should have that much. 

Q.—That you should have that much 
capital paid up, and the agreement 
recites that you propose to organize 
a company with that paid-up capital, 
$25,000. Then the next observation 
that occurs to me to make is that the 
recital is that the company was to be 
organized for the purpose of manag- 
ing and working the Provident branch 
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of the party of the fir P — 
That is right. TUL DAT ones 

Q.—I suppose that recital is worked 
out in the agreement itself as it was 
intended to be worked out? A.—I 
think so. 

Q.—Then the agreement was that 
as soon as you had your organization 
complete and your capital paid in 
cash and available in some bank on 
or before the 31st of January, 1901, 
then the company would make an 
agreement with the company so to be 
organized, in the following terms; the 
North American was to transfer that 
part of its business as a going con- 
cern, known as the Provident branch 
a peeuaer to the new company? A. 
—Yes. 

Q.—Was this agreement disclosed to 
the Proyincial Secretary’s office before 
your letters patent were granted? A. 
—I couldn’t say, I don’t know. 

Q.—Do you yourself see a difference 
between the transaction which the 
agreement contemplates and the power 
which is given you in your charter ? 
A.—No, I had not thought of it. 

Q.—You had not thought of that 
at allP A.—No. 

Q.—Do you see a difference now 
that you do think of it, now that your 
attention is called to it? A.—Well, 
I suppose there is. I never thought 
of it before. 

Q.—Your agreement was so far as 
you could make it for the unformed 
company should take the Provident 
business over from the North Ameri- 
can Life as a going concern? A.— 
Yes. 

Q.—Your charter powers were to 
act as agent for the Insurance com- 
pany? <A.—Yes, as managing agent. 

Q.—You say that was not dis- 
cussed, that apparent difference—it 
is not for me to say that it is a dif- 
ference—that apparent difference 
between the business which you 
intended to carry on, and the busi- 
ness which the charter authorizes you 
to carry on, you say that was never 
discussed that you recollect? A.— 
No. 

Q.—Do you feel clear about that? 
A.-—Yes. 

Q.—Then you were to pay _ seven 
times the amount of monthly prem- 
iums actually in force on the 31st 
day of January, the monthly prem- 
ium being the monthly debit that you 
spoke about? A.—Yes. 

Q.—About $700, that would make 
a payment of about $5,000? <A.— 
Yes. 
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Q.—That is what you were to pay, 
and what were you to pay that for? 
A.—In consideration for the business. 

Q.—That was the consideration for 
the business.. Now was the seven 
times the monthly debit arrived at? 
A.—I don’t think I quite understand 
your question. 

Q.—If you have a monthly debit or 
a monthly premium income of $700, is 
its value as a going concern, the 
value of that business as a voing busi- 
ness, fixed by multiplying it~ by 
seven? A.—It was in that case. 

Q.—lIs that the usual and fair way 
of fixing the value of such business? 
A.—Do you mean as to the number of 
times ? 

Q.—Yes. A.—No, I should say that 
was very much less than the average. 

Q@.—Have you ever known of a 
business to be transferred, up to this 
time, of that kind? A.—TI. have 
known of industrial business compan- 
ies to be transferred. 

Q.—Before this? A.—Yes. 

Q.—What is your experience with 
respect to prices paid on the transfer 
of such business as that? A.—Well, 
I cannot make any authoritative 
statement, but. only from what 1 
understand as an insurance man, that 
as much as 100 times the weekly 
debit, that would be 24 times, and 
sometimes in excess of that I have 
heard. 

Q.—That would be 24 times the 

monthly debit? A.—Yes. 
. Q.—At all events this is what the 
North American agreed to take, and 
what you for the proposed company 
agreed to pay, 7 times the monthly 
debit? A.—Yes, that is right. 

Q:—And that was, to ‘be , paid. in 
cash. Then the next provision is 
that your new company was to pay 
the North American $2 per thousand 
net new insurance each month. What 
was that for? -A.—The policies were 
issued in their name, they issued the 
policies, and that was the consider- 
ation to them for incurring the liabil- 
ity I suppose. 

Q.—What was the intention as to 
the actual issue of the policies, were 
you furnished with policies to issue, 
or did they issue them from _ their 
office? A.—They were all issued sub- 
stantially from their office, they were 
all sent down there, and approved. 
They were written by our clerks. 

Q.—Written by our clerks upon 
North American forms furnished you 
for that purpose? A.—Yes. 

Q.—And the process of executing 
them took place in the North Amer- 
ican Life Office? A.—yYes. 
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Q.—Then what is the monthly prem- 
ium on $1,000? A.—That depends on 
the age and the character of the 
policy. 

Q.—Give me a range? A.—Well, 
probably 40 cents. Oh, for $1,000? 
Q.—yYes? <A.—Well, perhaps $2. 
Q.—$2 would be the monthly prem- 
ium on $1,000. Were you giving all 
the monthly premium away to the 
North American, because you were to 
pay $2 per thousand net new insur- 
ance each month? A.—That was an 
initial payment, one payment. When 
$1,000 insurance was issued we were 
to pay them $2 for that but no more. 
Q.—Then the payment in respect of 

that ceased? A.—Yes. 

Q.—Then this is not perhaps very 
happily worded, but I can quite see 
that you may have meant that by it: 

‘‘Also to pay the said North Ameri- 
can Life Assurance Company each 
month $2 per thousand net insur- 
ance’? <A.—yYes, well, that should 
have been to pay—we paid each 
month. 

Q.—On whatever the new insurance 
of the month wasP A.—Yes. 

Q.—Then the next month you would 
only pay it in respect of the new in- 
surance in that month? A.—Pre- 
cisely. 

Q.—So that presuming the insur- 
ance persisted, it would be one-twelfth 
of what you would receive during the 
year? A.—Yes. 

Q.—It is a little too early to ask 
you about the rate of persistence in 
these policies. We will come to that 
later on. That was having regard to 
the nature of the business, will you 
say this much, that that was a very 
substantial consideration to pay to 
the North American? A.—TI think it 
was a reasonable consideration. 

Q.—Have you any objection to the 
language I have used, that it was a 
very substantial consideration? A. 
—Well, it would depend altogether on 
the 

Q.—On the persistence of the bal- 
anceP A.—Yes. 

Q.—You have had more experience 
in that class of insurance than I have, 
and you would know more about their 
persistence. Having regard to that, 
cannot you go so far as to say, that 
that is a very substantial considera- 
tion? A.—Well, yes, I think perhaps 
I could. If the company were doing 
a large business and these lapses were 
very heavy, it might 

Q.—Then there is a provision here 
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that you are to pay a proportion of 
the net surplus. What do you un- 
derstand by these words, ‘‘net sur- 
plus??? A.—Well, after ascertaining 
what the assets were and the liabili- 
ties, the difference would be surplus, 
according to our interpretation. 

Q.—Let me see if I cannot get it 
a little more closely than that from 
you, At the end of a year’s business 
you will have received certain moneys 
by way of premiums? A.—Yes. 

Q.—Out of that you have to pay 
expenses? A.—Yes, 

Q.—Assuming that you have got 
enough to do it. That is the theory 
of it, that you pay expenses out of 
that? A.—Yes. 

Q.—Then you have to set apart a 
reserve out of that? A.—Yes. 

Q.—Having set apart the expenses 
and reserve, if you have calculated 
your premium adequately you have 
a certain remainder on hand? A.— 
That is the theory, yes. 

Q.—That represents what you have 
charged the person insured more than 
the insuranec has cost? A.—Yes. 

Q.—You agree to that as a defini- 
tionP <A.—Yes. 

Q.—Then in order to have a sur- 
plus, in the course of the operations 
that you carry on you must have more 
money than you have to apply for 
the purpose of expense, and reserve, 
you must have received more? A.— 
Yes. 

Q.—In order to have a surplus. 
That will do for the present as to 
that. Then your shareholders were 
to get 10 per cent. before the surplus 
was to commence to accumulate for 
the purposes of this agreement? A.— 
Yes. 

Q.—Why was that provision put in? 
A.—We required that that should be 
put in before we could divide any 
surplus with the North American. 

Q.—Why? A.—So that it would be 
profitable for us. 

Q.—So that your shareholders would 
get their dividends, no matter what 
happened? A.—Yes. 

MR. McLAUGHLIN: That would 
depend on there being some. surplus. 

MR. SHEPLEY: No. doubt it 
would. If the company was properly 
managed. A company which pays 10 
per cent. dividends is a company in 
which the public may be reasonably 
expected to take stock, is it notP A. 
—Yes, I should think so. 

Q.—And the sooner it commences 
to pay those dividends the more pop- 
ular the stock is? A,—Yes. 
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Q.—Had you at the time this agree- 
ment was made obtained any subscrip- 
tions from the public? A.—I don’t 
think so. 


Q.—The only persons who had sub- 
scribed were the persons whose names 
are mentioned in the letters patent? 
A.—Yes. 

Q.—There are five of them? A.— 
Yes. 

Q.—How much had you subscribed? 
A.—For ten shares.. 

Q.—Of $100 each? A.—Yes. 

Q.—Mr. Symons? A.—TI think one 
share. I am not sure as to that. 

Q.—Mr. Buchanan? A.—One share. 

Q.—Mr. Plummer? A.—I think oue 
share. 

Q.—And Mr. Crispo? A.—2Jne. 
I am not sure as to either of these 
amounts. They are subject to verifi- 
cation. 

Q.—They were the subscribers, apart 
from your own formal subscription, 
intended to comply with the Act? A. 


1 think 80. 


Q.—Then the difference between the 
thousand dollars which you subscribed, 
and the $25,000 at least which was 
expected to come from the public, 
would come from subscribers who were 
not promoters? A.—Yes. 

Q.—In other words the subscription 
would be open to the public to the 
tune of the difference? A.—Yes. 

Q.—And that was the intention 
from the beginning? A.—Yes. 

Q.—Then this provision for the ten 
per cent. dividend was intended, was 
it not, to make the stock saleable 
with the public? A.—Yes. 

Q.—Then why did you divide your 
surplus, after paying that dividend, 
with the North American Life? A.— 
They contended that they would be 
entitled to some of the profits result- 
ing from the business. 

Q.—Your intention was to very 
largely increase the business, was it 
not? A.—Yes. 

Q.—Multiply it by how many? A. 
—I couldn’t say. . 

Q.—What did you want to do, what 
had you in view as something that 
you: could do if you got this company 
in charge? A.—Generally to expand 
the business of that branch all over 
Canada. 

Q.—And with the result of multi- 
plying it, what was your estimate? 
A.—I couldn’t say that we formed 
any estimate. 

Q.—Then this was a growilg per- 
centage instead of a decreasing per- 
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centage. What was the reason for 
that? Why was it not a decreasing 
percentage? As years went on your 
new business would gradually replace 
and swamp the old, which was all you 
got from the North American Life? 
A.—Well, I take it it was for the pur- 
pose of giving the company some years 
so that it would not have to divide so 
much surplus during the early years. 

Q.—Giving which company? A.— 
The North American. 

Q.—Giving the North American 
some years, for what? A.—So that 
the participation of the North Ameri- 
can would be lmited to a_ small 
amount during the early years. 

Q.—Do you recognize the consider- 
ation I have just spoken of, that as 
years went on the business you had 
acquired would become quite out of 
proportion to the new business you 
might be expected to do? A.—But 
they were liable under all the policies. 

Q.—That I suppose was part of the 
consideration for the deal? A.—If I 
remember the conversation rightly, it 
was a consideration for their lability 
- under the largely increasing business. 

Q.—You were indemnifying them 

against all that liability of course? A. 
Yes, by the reserve. 
Q.—And if they were indemnified 
against the liability, then the liability 
was a nominal liability only, if they 
were adequately indemnified? A.— 
Still, in the course of time you would 
find. that there was a very large 
amount of business with no surplus 
accumulations from it. If they simply 
had the reserve there would be no sur- 
plus showing in respect of that busi- 
ness. 

Q.—But still if the indemnity was 
complete, and you were doing the busi- 
ness, one wonders why you were giv- 
ing them such an enormous slice as 
40 per cent. of the surplus earned 
by your efforts. Can you give an ex- 
planation of that? A.—No, nothing 
more than I have stated. 

Q.—Then there is a provision by 
which you were to take an office, pay- 
ing $300, and you were to pay all the 
expenses except those incurred in the 
actuarial department, and the medi- 
cal directors’ work at the head office. 
In other words they bore such propor- 
tion of the actuarial fees and of the 
head office as represented this parti- 
eular branch of the business? A.— 
Yes. 

Q.—All else you paid. Then comes 
the indemnity clause; you were to re- 
imburse them in respect of any pay- 
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ments they might have to make, and 
then you were to keep the reserves up, 
and then what is this provision; the 
reserves were to be kept up in the 
hands of the North American? A,— 
Yes. 

Q.—They were to have the actual 
money? A.—Yes. 


Q.—And they were to have the in- 
vesting of the money? A.—Yes. 


Q.—And they could make anything 
they liked out of the reserves? A.— 
Yes. 

Q.—And any surplus they got be- 
longed to them and not to you? A.— 
Exactly. 

Q.—Then what is this provision 
about crediting deferred premiums 
against the reserve liability? A.— 
That is the usual provision that all 
life insurance companies have for their 
premiums at the end of the year that 
are due and unpaid; a certain amount 
of them are considered as outstanding 
and deferred. — 

Q.—That is the usual provision, if 
the payment of premiums at the end 
of a year of insurance happens to be 
deferred, an allowance is made in re- 
spect of that in computing the re- 
serve? A.—Yes, because the reserve 
is calculated for that, the liability is 
calculated. 

Q.—And the provision virtually was 
then that if the Canadian Govern- 
ment permitted such a credit to the 
North American Life they were to 
permit it to you? A.—Yes. 

Q.—You did not stand to make or 
lose on that? A.—No. 

Q.—Why was the provision made 
that you were not to issue policies for 
more than $1,000? A.—Well, I should 
think, if my recollection serves me 
right, that was so as not to encroach 
upon their general branch. 

Q.—Then in the event of your new 
company failing to carry out any of 
the provisions of this agreement re- 
lating to the payment of claims under 
policies or the reserve liability on the 
business, the control of this branch you 
were to take over was to revert to 
the North American Life. Now speak- 
ing generally, the result of this agree- 
ment if it were carried out in the 
terms of it would be that you would 
be doing the active work of insurance 


in the name of the North American - 


Life? A.—Yes, the active agency 
work. 

Q.—The active work of insurance, 
you did everything but issue the poli- 
cies? A.—Yes. . 


r 
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@.—You canvassed the insurance? 
A:—Yes, 
Q.—You paid the agents? A.—Yes. 


(.—You wrote the policies, all but 
signing them? A.—Yes. 

Q.—And you took a certain portion 
of what resulted from that business, 
while the North American Life was 
to have a certain other portion? A.— 
Yes. 

Q.—And did it occur to you that 
you were going beyond the powers 
which the charter conferred upon you, 
in undertaking practically the busi- 
ness of life insurance? A.—No. 

Q.—You did not think you were 
incorporated as a life insurance com- 
pany? A.—No. 

Q.— Why didn’t you incorporate as 
a life insurance company instead of an 
agency company? A.—We thought at 
that time we would be able to make 
more rapid progress as a branch of 
an old established company rather 
than as a new one. 

Q.—If you had incorporated a life 
insurance company for the purpose of 
doing industrial insurance, and had 
bought out the business of the North 
American in toto, you would have had 
that advantage? A.—Yes, we would 
have the advantage of the business. 

Q.—That is the reason you gave me 
for not incorporating as an insurance 
company, that cannot have been the 
reason, because you could have worked 
that out equally well if you had incor- 
porated with powers of life insur- 
ance? A.—Well, but we had the pres- 
tige of the North American Life Com- 
pany through the country. 

Q.—Was there any other reason? 
A.—No, none that I recall. 

Q.—Any discussion between you as 
to the way in which you could avoid 
making Government returns? A.— 
No, none whatsoever. 

Q.—And that method of doing the 
business was for the two reasons, and 
for those two reasons only, so far as 
you are able to tell us, that in the 
first place you got an established busi- 
ness, and in the second place you got 
the prestige of the company whose 
name appeared upon the policies? <A. 
—Yes. 

Q.—How long did matters remain in 
that position, you with this agree- 
ment, and the charter of incorpora- 
tion; have you here the stock book 
of the National Agency Company? A. 
—No, I have not. 


Q.—On the 31st of January when 
your charter was issued, and when 
this agreement fell to be "carried out, 
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what stockholding had you? <A.—I 
couldn’t say. 

Q.—Where is the book? A.—Mr. 
Symons has that. 

MR. McLAUGHLIN: I submit that 
it is not necessary to go into the busi- 
ness of this agency company any fur- 
ther than it touches the hfe insurance 
company. It is a separate company 
chartered under the laws of the Pro- 
vince of Ontario. It made an agency 
contract, and in every way that it 
touches the business of life insurance 
we will furnish everything; but to go 
into the names and holdings of the 
stockholders of the company, and mat- 
ters of that kind, does not appear to 
me to be necessary at all for this in- 
quiry. It is precisely the same as go- 
ing into the private business of any 
other life insurance agent. 

MR. SHEPLEY: The jurisdiction 
of the Commission is of course as stat- 
ed in the Order in Council. Your jur- 
isdiction is, in the first place, to in- 
quire into: (Reads section A and sub- 
section 2 (b) of the Order in Council.) 
This is ‘‘an allied question.’’ This is 
a company incorporated for the ex- 
press purpose of acting as insurance 
agent, aS managing agent for insur- 
ance companies. It has made itself 
part of the insurance system and 
comes within your jurisdiction. Then 
there is this further extraordinary—lI 
should not say extraordinary, but this 
unusual state of affairs; we have here 


- a company incorporated for the pur- 


pose of acting as insurance agent, 
which upon the statement of the wit- 
ness and ‘upon the documents has 
undertaken to do the business of life 
insurance. It is not licensed by the 
Dominion, but that cannot affect the 
question, because if it is chartered by 
the Province it is within the jurisdic- 
tion of this Commission so long as it 
has a substantial connection with the 
question of insurance. 

JUDGE MacTAVISH: 1. recall 
that’ a copy of the charter of this 
company was deposited with the 
Superintendent of Insurance in 
Ottawa? 

MR. SHEPLEY: A copy of it was. 

JUDGE. MacTAVISH: And evi- 
dence of it given before us. 

MR. SHEPLEY: Yes, that is quite 
true; and the list of shareholders at a 
particular time. That was all made 
the subject of inquiry in the Depart- 
ment of Insurance before the license 
to the Union Life was issued, and as 
a condition of the issuance of the li- 


cense. 
MR. McLAUGHLIN: You have all 


508 ; ROYAL COMMISSION ON 


2lst day, May 7th, 1906. 


that, and we are not seeking to with- 
draw it; but we have a reasonable 
right to have the law administered in 
this Commission, not merely every 
suggestion my learned friend desires 
to make accepted and agreed to. The 
Order in Council that grants this 
Commission, and the Commission itself 
is limited by the statute under which 
it is granted. The statute authorizes 
the Governor-General in Council to 
issue a Commission to investigate any 
matter pertaining to the good gov- 
ernment of Canada. That of course 
is not wide enough to cover the in- 
vestigation into the private business 
of every individual in the country; 
because that is not a matter of the 
good government of Canada. ‘‘Good 
government’? has a limited meaning. 
Under that Commission you undoubt- 
edly have a perfect right to examine 
into the operation of the insurance 
laws of the Dominion of Canada, be- 
cause that is part of the Gov- 
ernment of Canada, but where 
it comes to an examination into 
the constitution and charter of a com- 
pany granted by the Province of On- 
tario, ‘not by the Dominion, that is a 
different matter. Now it is said by 
my learned friend that this company 
has gone into the business of insur- 
ance. It has gone into the business 
of insurance the same as any other in- 
dividual who goes into the business of 
insurance aS an insurance agent goes 
in. The policies that were issued, ‘and 
that we have heard about up to the 
present time, were all issued by the 
North American Life Insurance Com- 
pany. The only contracts of insurance 
that were issued were issued by the 
North American Life Insurance Com- 
pany, and the contract was between 
the North American Life Insurance 
Company and its policyholders; the 
reserves were held by the North Am- 
erican; the policies were made by the 
North American. I admit that this 
Company as agent for the North Am- 
erican had about as broad an agency 
as possibly could be granted, but it 
was still an agency. This company is 
not authorized by its charter, nor by 
its practice, to enter into contracts of 
life insurance wih individuals. There 
are certain provisions for division of 
surplus and indemnity to the North 
American Life, but every contract of 
insurance as such was issued by the 
North American. This is just a ques- 
tion under that statute which author- 
izes you to investigate into the oper- 
ation of the laws of the Dominion of 
Canada; the statute is very short and 
concise; whether you have an unlimit- 
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ed roving Commission to investigate 
into the affairs of every corporation 
in this country, no matter under what 
jurisdiction, it is chartered, I submit 
this is altogether beyond the jurisdic- 
tion. 


MR. SHEPLEY: We have a right 
to go into the business of every insur- 
ance agent in Canada. 


MR McLAUGHLIN: Into his busi- 
ness, but not his citizenship. 


MR. LANGMUIR: Am I correct in 
thinking that three distinct organiza- 
tions are financially interested in the 
insurance business of the Union Life? 

MR. McLAUGHLIN: The investi- 
gation so far has been into the rela- 
tions of the National Agency Com- 
pany and the North American Life. 
These relations were carried on for a 
couple of years before the Union Life 
was organized. The investigation so 
far is before the Union Life was 
organized at all. We have _ not 
got down to the organization of the 
Union Life. The arrangement not 
proving entirely satisfactory to either 
party, it was decided to form a new 
life insurance company and take out a 
charter, which was done under the 
name of the Union Life, and this busi- 
ness was again transferred to them; 
but at this time the Union Life was 
not in existence. 

MR. SHEPLEY: There are three 
distinct bodies, as his honor has 
asked. That is at different times, there 
was A and B one time, and A and C 
at another time, but in one continu- 
ous business. 

JUDGE MacTAVISH: The Union 
Life succeeded to the rights of the 
North American Life? 

MR. McLAUGHLIN: When the 
Union Life came in, the North Ameri- 
can went out, except in so far as they 
remained liable under the policies they 
had already issued. 

JUDGE MacTAVISH: Do I nitdare 
stand that the transactions of the Na- 
tional Company are limited to the 
business of life insurance in some form 


or other? 
MR. McLAUGHLIN: Acting as 
agent. 


MR. SHEPLEY: We think not; we 
think they have a great deal of other 
business, but that will develop itself 
on the documents as they are brought 
out. 

MR. McLAUGHLIN: The charter 
has been put in and read. It says, 
“To act as Managing agent for any 
life insurance company.” 


MR. SHEPLEY: We have qa right 
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to go into the business of every man 
or every company, every syndicate 
that is doing the business of life in- 
surance agents. 

MR. McLAUGHLIN: You have a 
right to go into the life insurance 
business, but not the outside business 
of any man who happens to be a life 
insurance agent. 

JUDGE MacTAVISH: Do you say 
this company is limited to doing a life 
insurance business? 


MR. McLAUGHLIN: What I say 
is that its shareholders, who they are, 
and matters of that kind, are not life 
insurance matters. It is constituted 
by the Province of Ontario, and are 
we to say here that it is not lawfully 
constituted by the Province of On- 
tario? If it is lawfully constituted by 
the Province of Ontario, it is within 
the jurisdiction of the Province and 
not the jurisdiction of this Commis- 
sion. 

JUDGE MacTAVISH: The list of 
shareholders is a public document in 
some form. 

MR. McLAUGHLIN: We have no 
objection to having the list here. 


MR. SHEPLEY: The thing I am 
asking for is not the general list as 
it was when the Union Life was form- 
ed, but the amount of stock that had 
been subscribed and paid in and who 
had subscribed and paid it in on the 
3lst of January, 1901, when this agree- 
ment came to be performed. That is 
for reasons which are obvious, very 
material to the inquiry if it is to be 
an effective inquiry. 


MR. McLAUGHLIN: The company 
was an insurance agent, created under 
the Companies’ Act, and if it fulfilled 
the provisions of the Companies’ Act 
and the Lieutenant-Governor of On- 
tario granted a charter, that created a 
legal personality with all the powers 
to contract that the charter gives it, 
and there is no necessity fur going 
any further. I see that the powers 
‘are to act as the managing agent of 
any insurance company. It is not 
limited to life insurance. They are 
general insurance agents by their 
charter. I am desirous of furnishing 
every possible information but I do 
not think the whole question of the 
getting of stock, how it was got, and 
what was paid for it, and whose hands 
it has been in from time to time is 
material for this Commission. We 
will give you a list of the shareholders. 
Of course we have no hesitation in 
doing that. 

JUDGE MacTAVISH: The jurisdic- 
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tion of the. Commission is determined 
by the terms of the Order in Council. 

MR. McLAUGHLIN: And further 
by the terms of the statute under 
which the Order is issued. 

JUDGE MacTAVISH: I was com- 
ing to that. I think we can scarcely 
go into that question. The Commis- 
sion is issued to us by His Excellency 
in Council. We have accepted the 
duties imposed upon us by that Com- 
mission. The question arises as to 
whether any particular matter comes 
within the terms of the Order in Coun- 
cil providing for the inquiry. We 
must determine that; but the question 
whether the statute authorizes the 
issue of the Commission in the wide 
terms in which it is issued, is not for 
us to determine. 


MR. McLAUGHLIN: I would like 
to call your attention to one thing, 
Mr. Chairman. The Order in Coun- 
cil and the Commision both refer to 
the statute, and consequently in their 
interpretation are governed by the 
statute. They must be read together ; 
the one governs the other, and the 
Order in Council is only an expres- 
sion of what is contained in the stat- 
ute. 

JUDGE MacTAVISH: It seems to 
me that the terms of the Order in 
Council are wide enough to cover the 
inquiry so far as we have gone or so far 
as Mr. Shepley proposes to go. 

MR. McLAUGHLIN: Will there be 
anything in the Dominion that will 
be outside the limitations of that little 
statute? 

MR. SHEPLEY: Not so far as it 
relates to Life Insurance. 

MR. McLAUGHLIN: Where it re- 
fers to the private business either of 
a company or an individual, we ob- 


ject. 
JUDGE MacTAVISH: The ques- 
tion of life insurance is a very wide 


one. 

MR. McLAUGHLIN: It is just as 
wide as life insurance. It can be seen 
through and around. It is not neces- 
sary to wander all over the Dominion. 

JUDGE MacTAVISH: We have not 
yet gone outside the scope of the in- 
quiry. 

MR. SHEPLEY: On the 31st of 
January what was your stockholding ? 
A.—I cannot say. ' 

MR. McLAUGHLIN: We will put 
in a list. The 3lst of January of 
what yea? 


MR. SHEPLEY: I want all their : 
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holding that existed on the 31st of 
January, 1901? 

MR. McLAUGHLIN : We will put 
i1 that list; we cannot give it from 
memory now. 

MR. SHEPLEY: I will ask the 
witness a question. about that which 
will show my learned friends what I 
want, and I take it for granted that 
they mean what they say, that they 
want to help. You had only $1400 
subscribed for at the time your charter 
was issued? A.—I am not sure as to 
that. I said I thought so. 

Q.—You said you thought that was 
so, that there was uo stock subscrib- 
ed except what was named in the 
Charter? A.—Yes. 

MR. McLAUGHLIN: I think it 
will save time; that will be shown by 
the petition and we will try to get 
you a copy of that. 

MR. SHEPLEY: If my _ learned 
friend will be a little patient and list- 
en until I get through he will know 
what I am getting at. This agree- 
ment was not to become operative 
until $25,000 was paid in cash and 
shown to be available in some bank? 
A‘—Yes. 

Q.—Now then I want to get the 
shareholding at the time this agree- 
ment became capable of being perform- 
ed? A.—I cannot give you the exact 
amounts. 

Q.—That can be. got from your 
stock book if you would get it here? 
A.—We can send for it. 

Q.—There has been a subpoena to 
produce it. 

MR. McLAUGHLIN: This is the 
agreement we sent for for you I do 
not suppose you want to put in the 
original. 

MR. SHEPLEY: I do not know 
that I want to put it in. I want it 
checked. But now I want the stock 
book. Now that the ruling has been 
that you are to produce it, I ask that 
that. be obeyed. 

MR. McLAUGHLIN: The ruling 
and the agreement was that we would 
give you a list of the stockholders of 
any particular time. 

MR. SHEPLEY: I am asking for 
your stock book and I have a sub- 
_poena calling for the stock book. 

MR. McLAUGHLIN : We said we 
would give you a list of the stockhold- 
ers at any particular time, but to 
put the stock book in is a different 
thing. 

MR. SHEPLEY: My learned friend 
is trifling with the ruling of the Board. 

MR. McLAUGHLIN: That is what 
I said and what the Court accepted. 
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JUDGE MacTAVISH: I think the 
stock book should be produced, not 
for the purpose of being filed, if you 
do not desire to file it, but to give the 
Commission the information Mr. Shep- 
ley requires. 

MR. McLAUGHLIN : I may say 
further in this matter that like the 
Manufacturers’ Life we are desirous 
of furnishing everything, but my re- 
tainer is only since Saturday night 
and I have not had any opportunity to 
go through the books of this company 
at all. 

MR. SHEPLEY: A subpoena has 
been issued and served for the purpose 
of producing all these documents. My 
learned friend has a right to make 
his objection but the proper course 
would have been to have obeyed the 
subpoena to the extent of having the 
witness here with the documents cov- 
ered by the subpoena and then to have 
taken the objection, so that if the ob- 
jection was overruled the inquiry 
could proceed, and not to leave the 
documents away. 

MR. McLAUGHLIN: This is the 
subpoena. I would like to know where 
there is anything said about the Na- 
tional Agency in that. 

MR. SHEPLEY: If you will pro- 
duce the subpoena served on one man 
and not on the other. 

MR. McLAUGHLIN: I am produc- 
ing the subpoena served on the _ wit- 
ness in the box. I do not think we 
Are in contempt. 

JUDGE MacTAVISH: No. 

MR. SHEPLEY: My learned friend 
produces one subpcena instead of the 
other. 

MR. McLAUGHLIN: I produce the 
subpoena served on the witness that 
is in the box, and the only subpoena 
I have seen, 

MR. SHEPLEY: I accept my learn- 
ed friend’s statement then that he has 
not seen this one; this is the subpeena 
served upon Mr. Symons, who hap- 
pens to be present. 

My learned friend shows your lord- 
ship the wrong subpoena and says he 
is not in contempt. T am not saying 
any one is in contempt, but I want 
the documents produced. 

MR. McLAUGHLIN: Let us be a 
little reasonable and courteous in this 

matter. My learned friend, Mr. Shep- 
ley, has said that I produce the wrong 
subpeena. IT produce the subpoena 


. served upon this witness, and that ex- 


pression has no right to be made here. 
MR. SHEPLEY: I can put that 
right by asking this witness to step 
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down and asking Mr. Symons to step 
into the box, if that will stop this 
objection. 


MR. McLAUGHLIN: We are will- 
ing to furnish all the information that 
refers to either of those two Life In- 
surance Companies, but a _ subpcena 
issued to furnish everything in con- 
nection with the National Agency since 
it was incorporated down to the pre- 
sent time, must certainly be wider than 
the Insurance Investigation. 


JUDGE MacTAVISH: The question 
is as to the stock book of this com- 
pany. Will that be produced? I 
think it should be. 

MR. SYMONS: May I be allowed to 
make an observation, Mr. Chairman? 
I am the party on whom the subpoena 
was served. As regards the stock 
books, I have no objection whatever 
to produce the lists that were made 
of shareholders, and during the !unch 
hour I will procure them. But 1% will 
be simply out of deference to the rul- 
ing of your honor and not with the 
idea that we are compelled to produce 
them or that they should be placel on 
file, because we intend to take the ob- 
jection that the business of the share- 
holders is not a subject of inquiry by 
this Commission. For the purpose cf 
satisfying my learned friend chat the 
proper amount of stock was subscribed 
for at the time the letters patent were 
issued, I will produce the list after 
lunch if you will allow me. 

MR. SHEPLEY: Are we to have the 
stock book or not? I do not know 
what my learned friend means by a 
list. We have a list but it is not the 
list I want. You have said the stock 
book will be produced. It seems to me 
that it is convenient that we should 
know now whether this subpcena is to 
be obeyed in its entirety or not. Only 
one matter has been spoken of, but if 
we have to wait an hour for every 
document that is called for, we will be 
very unduly hampered in getting on 
with expedition. 

JUDGE MacTAVISH: Should not 
the subpoena be complied with as a 
whole, Mr. Symons, saving any excep- 
tions that you may see fit to take to 
the production of documents when 
called ‘for? 

MR. SYMONS: I am guite willing 
to do that, your honor; this subpcena 
was served upon me some time about 
noon on Saturday. It has been a mat- 
ter of physical impossibility to comply 
with the subpoena. 

MR. SHEPLEY: It is fair to say 
that I would not have troubled my 
learned friend with a subpcena but for 
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the fact that the position was taken 
that we were not entitled to see any- 
thing. I could have myself had an in- 
vestigation made and selected the par- 
ticular books that were wanted and 
have saved a great deal of trouble, 
but we were not permitted to see any- 
thing. For that reason a subpoena 
was served, but: the application for 
the inspection of books so that we 
could get at what we wanted, was 
made before any subpoena was issued. 


MR. SYMONS: It is one thing to 
do that at a moment’s notice and an- 
other thing to comply with it. We 
will endeavor to meet the demands of 
that subpoena, reserving such objec- 
tions as we are entitled to. 


MR. SHEPLEY: Then I shall have 
to return to this subject, but I pass on 
for the moment so as to save time, 
with your honor’s permission. . 

Q.—Did you satisfy the North Am- 
erican on the 31st of January that you 
had $25,000 in the bank? A.—No, we 
had a verbal extension of the agree- 
ment. 

Q.—There was nothing in writing 
about that? A.—No. 

Q.—How long was it extended? A. 
—l think until about the following 
August. 

Q.—Was it one extension or several 
extensions? A.—I couldn’t answer 
that. Mr. McCabe made the arrange- 
ment. 

Q.—With whom? A.—With me. 

Q.—Then. cannot you remember? 
A.—No. 

Q.—Mr. McCabe is not available and 
you are. A.—TI could not tell you of 
more than one, but I know the exten- 
sion was made. 

Q.—During the interval were you en- 
gaged in getting public. subscriptions 
to your stock? A.—Yes. 

Q.—Your charter authorized a cap- 
ital of $150,000? A.—Yes. 

Q.—And your agreement had called 
for a deposit of $25,000? A.—Yes. 

Q.—When you came to the next 
agreement, which bears date the 7th 
of August, 1901, can you tell me ap- 
proximately what stock you had raised 
then? A.—Well, I know we had enough 
to comply with the requirements of 
the North American. I don’t remem- 
ber the exact amount. 

Q.—You had at least $25,000? A.— 
Yes. 

Q.—That also we can see when the 
stock book arrives. Then on the 7th 
of August you entered into a formal 
agreement, your company and _ the 
North American Life Company, in 
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pursuance of the agreement which you 
had made as a preliminary to the in- 
corporation of your company? A.— 
Yes. 

Q.—Will you let me have that, 
please? 

MR. SYMONS: I would like to put 
in a copy. This is the original. 

MR. SHEPLEY: I shall be much 
obliged to you if you will. (Original 
agreement dated August 7th, 1901, be- 
tween the North American Life and 
the National Agency Company pro- 
duced and read. Copy substituted by 
consent, marked as Exhibit 93, fed.) 
Now this agreement was between the 
two companies; the insuranze company 
is referred to throughout as ‘‘ihe Jn. 
surance Company’’ and the Natioial 
Agency Company as ‘The Agercy 
Company.’ The recitals agree witn the 
recitals in the earlier agreement, sub- 
stantially? A.—Yes, I think ;o0 

Q.—‘‘The Agency Company agrees 
to pay to the Insurance Company,’’ 
“The sum of $4,564.07 being equal to 
7 times the amount of monthly pre- 
miums on the business actually in force 
as of the first day of February last 
past.’”’ That was seven times the 
monthly debt of the 31st of January 
referred to in the prior agreement? 
A.—Yes. 

Q.—‘‘And further agrees to pay to 
the said Insurance Company each 
month the sum of $2.00 for each 
$1,000 net new insurance.’ Then 
there is the exception that there is 
to be an annual dividend of 10 per 
cent. paid according to the laws of 
Ontario on the paid-up capital stock 
of the Agency Company. That is the 
first thing that stands in the way. 
Then the provision with respect to 
the percentage on the remaining sur- 
plus is just as it was in the former 
agreement? A.—TI believe so. 

Q.—20 per cent. for 5 years, 25 
per cent., 30 per cent., 35 per cent., 
and then 40 per cent. is a stationary 
percentage of surplus. Then the pro- 
vision as to the lease is the same 
with this added, ‘‘Said lease to be 
for a term of 3 years and to contain 
the usual provisions and covenants.’’ 
The term to be extended with such 
increase of accommodation and of rent 
or of either as may be agreed upon. 
Then there is the same provision with 
respect. to your paying of expenses. 
The same provision as to your in- 
demnifying the Insurance Company 
against all death and other claims. 
The same provision as to _ reserve. 
Was there any change in that? A.— 
Not that I recollect. 
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Q.—Then there is an addition to 
the provision about terminating the 
agreement. How did that come to be 
inserted? A.—I don’t know. I don’t 
remember now. I suppose it was a 
requirement that the North Ameri- 
can insisted upon. 

Q.—Then there is a _ provision 
here which is also new, that is 
‘nothing herein contained shall be 
considered to create a partnership or 
quasi partnership in .any matter or 
form between the parties,’? and the 
covenants and liabilities are deemed 
to express an admitted debt and not 
as evidencing any such relation. How 
did that come to be put in? A.— 
That was put in at the instance of 
the North American. 

(.—Why, what was the argument 
about it? A.—If I remember rightly, 
they wanted to show that they were 
quite disassociated from the National 
Agency and that there was no part- 
nership or anything between the two 
companies. 

Q.—You think that was at the in- 
stance of the North American Life? 
A.—yYes, I think so. 


Q.—Not at your instance? A.— 
No I think not. 

Qi—Then ‘there are two reserves 
mentioned? A.—If I remember right- 
ly one was for the purpose, if the 
company had a certain amount of 
business in force at the beginning of 
the year and it increased largely dur- 
ing the year, that we should main- 
tain the same reserve during the year 
to provide for the total sum that 
would be payable at the end of the 
year. 

Q.—In the first place you are to 
keep $5,000 in reserve in cash to pro- 
vide against accruing death claims 
and other contingencies. That has 
nothing to do with the reserve re- 
quired by the statute? A.—No, 
suppose that would be for the same 
purpose. 

Q.—Then a further sum is speci- 
fied by the Insurance Company, but 
not exceeding $5,000, ‘to meet the 
next accruing payment on account of 
reserve fund? A.—I suppose the 
first one is for the same purpose, so 
that if any large amount of death 
claims should come in the company 
would always have sufficient reserve 
to provide against them. 

.—Then neither of those has any- 
thing to do with the maintenance of 
the Government reserve? AI 
should not think so. 
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Q.—I suppose you did not commence 
to work under this agreement until 
the 7th of August? A.—I think that 
was the date. 


Q.—Immediately upon the making 
of this agreement. Then you worked 
under that agreement down to what 
date? A.—The 16th of July, 1902. 

Q.—Would your company engage in 
any other insurance transactions than 
the taking over and widening and 
extending of the Provident branch 
of the North American Life during 
that period? A.—yYes, we acted for, 
I think it was the Canadian Acci- 
dent Company. 

Q.—You acted as agent for the! 
Canadian Accident Company? A.— 
Yes. 

Q.—That was by virtue of some 
agreement I suppose? A.—Yes. 

Q.—Have you that here? A.—No, 
I have not. 

Q.—That we shall want to see too. 
How long were you agent for the 
Accident Company? A.—I don’t re- 
member; I should think about nearly 
a year. 

MR. SYMONS: We will produce 
that. I had forgotten all about it. 

WITNESS: I had forgotten it too. 

MR. SHEPLEY: Then did you do 
any other business in the nature of 
agency business during the period to 
July, 1902?) A==Noxi Dedon’t “ recol- 
lect of any. 

Q.—Did you have some dealings 
with the Century or was that after- 
wards? A.—That was some time af- 
terwards. 

Q.—Then when you had been work- 
ing nearly a year with the provident 
business of the North American Life, 
what happened? A.—We decided to 
form the Union Life Company, a sep- 
arate company. 

Q.—That is you, the National 
Agency Company, decided to form? 
A —Yes. 

Q.—What was the occasion of that? 
A.—We thought we would be able to 
do a much larger business and a more 
profitable business as an independent 
company. We had already estab- 
lished ourselves and acquired a sub- 
stantial amount of business and we 
thought we could derive more advan- 
tage by owning a company of our own 
rather than to share the profits with 
the North American. 

Q.—You had the North American 
agreement by which you were bound 
of course? A.—Yes. 

Q.—Did you enter upon negotia- 
tions with the North American Life 
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before your formation of the Union 
Life? A.—Yes. 


Q.—Were those negotiations in 
writing or verbal? A.—I think they 
were all verbal. 


Q.—You will look, if you please, 
to see if you can find any correspon- 
dence relating to that? A.—We were 
all in the same building and I think 
it was nearly all by word of mouth. 


Q.—Was the Norh American Life 
willing to give up its interest? A.— 
They agreed to it. 

Q.—How was that? A.—I think 
probably largely on account of ex- 
pected friction between our agents 
and theirs. In the Provident branch 
we could issue as far as $1,000 and 
take the premiums monthly. Their 
general agent would perhaps insure 
a man for $500 or $1,000 upon quar- 
terly or half-yearly premiums, and 
friction developed between their 
agents and ours. 


Q.—You say their agents were in- 
suring below $1,000? A.—Yes, they 
had a perfect right to do that. They 
would take a small premium payable 
quarterly and that came very close 
to the same class of people as we 
were dealing with. 

Q.—Touching the same class as 
your monthly business? A.—Yes. 

Q.—Then you wanted a company 
and you had virtually been carrying 
on the business of Life Insurance for 
nearly a year. Why did you not 
apply for insurance powers for the 
National Company and turn that in- 
to an insurance company, why did 
you have an independent insurance 
company? A.—I don’t know; I don’t 
think we ever thought of the other. 
I don’t think it occurred to me. We 
wanted a Dominion Charter and we 
went direct to Ottawa to get one. 

Q.—Who were the promoters of the 
insurance company? <A.—The Na- 
tional Agency Company. 

Q.—You went to Ottawa to get a 
Charter, that is a statute of the Do- 
minion? <A.—Yes. 

Q.—And you remember’the require- 
ments of the statute with respect to 
the qualification of directors? A.— 
Yes, 25 shares each. 

Q.—And how many? A.—Seven 
directors. 

Q.—That was what you were re- 
quired to do under the Act? A.— 
Yes, 

Q.—How did you accommodate 
that? A.—There were 7 Directors 
and each took 25 shares and the Na- 


514 ROYAL COMMISSION ON 


21st day, May 7th, 1906. 


tional Agency Company subscribed for 
the rest. 

Q.—Who were the Directors, do you 
remember? A.—Mr. Percy, Mr. Sy- 
mons, Mr. Valleyrand, Col. Jones, Dr. 
Hughes and myself. I think those 
are the seven. 

Q.—And what connection had these 
gentlemen with the NationalP A.— 
They were shareholders. 


Q.—Any of them Directors? <A.— 
Yes, I think at that time they were all 
Directors. I am not positive as to 
that. 


Q.—Each of those subscribed for 25 
shares in order to comply with the sta- 
tuteP A.—Yes. 

Q.—Were they to pay those sub- 
scriptions out of their own pocket or 
was the National to pay? A.—The 
National paid them indirectly. 

(J.—And they were only pro forma 
shareholders either then or at any 
time? A.—Yes, at that time. The 
personnel of the Board is not all the 
same now. 

Q.—Did any of these gentlemen ever 
pay for their stock? A.—Not direct- 
ly. 

Q.—Or was that stock ever paid for 
by anybody but by the National Agen- 
cy Company? A.—The National 
Agency Company paid for it. 

Q.—Was the National Agency Com- 
pany ever reimbursed by*anybody? A. 
—No. 

Q.—I have observed that at the time 
of the incorporation of this company, 
the whole of the stock was not sub- 
scribed for, in the Union Life Com- 
pany. Can you say how that was? A. 
—TI think it was all subscribed for. 

Q.—It was eventually, but in the 
first instance there was I think $63,- 
750, or something of that sort? A.— 
That was the requirement of the Act 
then. I don’t remember about that, 
but that was the amount that was re- 
quired to be. 

Q.—$6,075 is the amount, do you 
remember about that? A.—Well, that 
was sufficient to bring the amount up 
to $62,500, the requirement of the Act 
then. 

Q.—Subsequently did the National 
Company subscribe for the whole of the 
rest? A.—I believe so, yes. 

Q.—And paid for it? A.—Yes. 

Q.—So that there was how much 
paid altogether upon the capital stock 
of the Union Life? A.—$100.000. 

Q.—On a total authorized capital of 
how much? A.—One million. 

Q.—The Union Life Company was 
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to have a capital of a million, and the 
National Company paid up 10 per cent. | 
upon it? A.—Yes. 

@.—Then did you hold a meeting of 
the shareholders of the National Com- 
pany before you obtained this Act. of 
incorporation? A.—TI believe so. 


Q.—Those minutes will be produced ? 
A.-—Y6s, 

Q.—There was considerable corres- 
pondence at the time of your applica- 
tion to the Department for a license 
between Mr. Symons and the Superin- 
tendent? A.—TI think so. 


Q.—You were aware of it I suppose 
at the time? A.—Yes. 


Q.—The correspondence seems to 
have commenced, so far as the Depart- 
mental records show, by a letter from 
Mr. Symons of the 12th of June in 


which he asked what the fee for the li- — 


cense would be under section 4 of the 
Act; and then on the 20th of June he 
sent forward a letter to Mr. Fitzger- 
ald with certain information. That 
correspondence I want to go through 
with you. He says, ‘“‘I beg to apply 
for a license authorizing this company 
to go into business as provided under 
section 4 of the Insurance Act. In 
compliance with section 12 I enclose 
certified copy of the Act of incorpora- 
tion.”’ That is here. (Referring to 
exhibit 49.) This mentions Dr. Milli- 
champ? A.—yYes, I forgot him be- 
fore. 


Q.—Then, ‘‘The persons named in 
section 1, together with such persons, 
not exceeding six that they associate 
with them.’’ They did not associate 
anybody with them did they? A.— 
No. 

Q.—‘‘Shall be the provisional Direc- 
bors, ‘‘As soon as $250,000 of the 
capital stock has been subscribed and 
10 per cent. of that amount paid in 
to some chartered bank in Canada, the 
provisional Directors shall call a gen- 
eral meeting of the _ shareholders.”’ 
That does not seem to quite agree with 
your recollection as to the require- 
ments of the statute? A.—Further 
down you will find it in the next sec- 
tion. 

Q.—‘‘Provided the company shall not 
commence the business of insurance un- 
til $62,500 has been paid into the fund 
of the company.’ There is a provi- 
sion for increasing the capital. That 
never has been done? A.—wNo. 

Q.—There is an original power of at- 
torney to Mr. H. P. Evans as chief 
agent of the company in Canada. That , 
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is required by the Insurance Act? A. 
—I believe so. 


Q.—‘‘C. List of shareholders duly 
verified.’”? That is this list and shows 
quite clearly what you have been say- 
ing. “Mr. Evans, 25 shares $250.’’ 
Then Messrs. Hughes, Jones, Percy, 
Symons, Valleyrand and Dr. Milli- 
champ, each 25 shares, $250. ‘‘Harry 
Symons, H. P. Evans, and Charles 
Percy in trust 6,075 shares, $60,750,”’ 
or a total of 6,250 shares or $62,500. 
Now what was that trust? A.—We 
thought that would be a most accept- 
able term by the Department, but I 
believe afterwards it was changed. I 
think they objected to it. 

Q.—These three gentiemen were 
trustees for the National Agency Com- 
pany? A.—Yes. 

Q.—There was a document upon that 
was there not? A.—I don’t remem- 
ber. 

Q.—We will come to that later on. 
Then ‘‘I enclose also schedules of par- 
ticulars relating to the securities which 
the company proposes to deposit with 
the Minister under sections 7 and 8 of 
the Act.”’ What was that deposit 
for? A.—To obtain the license. 

Q.—City of Winnipeg debentures, 
$25,000. Sault Ste. Marie ten and 
ten $20,000. Port Arthur six. Nel- 
son, B.C. three. A total of $54,000. 
What was that for? A.—To obtain 
the license. 

Q.—And where did those debentures 
come from? A.—1l think they were 
mostly purchased from Mr. Brent, if 
I remember rightly. 

Q.—With whose money? A.—The 
Union Life’s money; money that had 
been deposited. 

Q.—That is out or the $62,500? A. 
=) eGs, 

Q.—Your return to us shows that 
you bought the Winnipeg and Port 
Arthur debentures from Mr. Brent, 
making $31,000, but that the rest 


were purchased from the National , 


A.—That is right of course 


Agency ? 
I had forgotten the 


if it is there. 
transaction. 

Q.—Will we get in the books of the 
National Agency and the Union Life 
the records of these transactions? A. 
—They will be in the books. 

Q.—We will see them there. The 
money that was paid out for them, 
was paid out of the $62,500 as you 
have said? A.—Yes. 

Q.—Then I pass over certain vouch- 
ers relating to the debentures. Sub- 
sequently Mr. Symons sent on a copy 
of the National charter and also of let- 
ters patent, issued by the Province of 
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Ontario increasing the capital stock 
of the National from the original $100, 
000 to $500,000? A.—yYes. 

Q.—I pass that over in its turn. 
That increase in the capital stock of 


‘the National Agency Company was 


authorized on the 28th of August, 

1901? A.—I don’t remember the 

date. That is correct if it is there. 
(Adjourned to 2 p.m.) 


AFTERNOON SHSSION. 


Resumed at 2 P.M., May 7th, 1906. 

Examination of Mr. Evans contin- 
ued. 

MR. SHEPLEY: I suppose the 
minute book of the National Agency 
Company is not here? +A.—No, Mr. 
Symons is not here, he is coming over 
in a few minutes. 

Q.—I see that at some time, the date 
of which is not stated in the minute it- 
self, a by-law appears to have passed 
at a special general meeting of the 
shareholders with reference to the pur- 
chasing of stock in insurance compan- 
iesP)  A.—"Yes! 

Q.—You gave this certificate? A.— 

Yes. 
_ Q.—You certified That the following 
is a true copy of by-law number 36, 
which was duly passed as required by 
law at a special general meeting of the 
shareholders, and is still in full force, 
but you do not say when it was pas- 
sed P A.—I do not remember. 

Q.—Would it be passed on the same 
date as the resolutions of the directors 
immediately following it? A.—I 
should think so. 

Q.—We will get that from the min- 
utes when they come? A.—Yes. 

_ Q.—You were present:at the meet- 
ing of the shareholders at which that 
by-law was passed? <A.—Yes. 

().—It had previously I suppose been 
passed by the directors provisionally ? 
A= Ves! 

Q.—What shareholders were present 
at the meeting? A.—I do not re- 
member. 


Q.—Do you remember what discus- 
sion there was about it? A.—No. 

(Q.—So far as you are concerned we 
will have to take what is in the min- 
utes? A.—I do not remember the de- 
tails, I do not think there were very 
many present there were not as a rule. 

Q.—And there was very ‘little dis- 
cussion about it? A.—Very little I 
should think. 

Q.—This is what the shareholders 
are said to have passed: ‘‘The Direc- 
tors of this company are hereby auth- 
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orized to use its funds on its sole be- 
half in the purchase of or by way of 
loan upon the stock of any life insur- 
ance company incorporated by the Par- 
liament of Canada or under the laws 
of any Province of Canada, on such 
terms as to the said directors may 
seem proper, and any stock so held may 
be represented at the meetings of any 
such insurance company by such direc- 
tor or directors of this company as 
may be appointed by proxy therefor 
by the Executive Committee’’—you 
remember generally the terms of the 
by-law? A.—Yes. 

Q.—Do you remember the fact of 
its passing, or is that just a matter 
— A.—No, I do not remember that. 

Q.—What was the occasion for that 
by-law? A.—I do not remember. 

Q.—Was that before you? A.—My 
impression would be some time before 
the Union Life incorporation. 

Q.—And do you think it would be 
with reference at all to that? A.— 
I would think so but I could not say 
definitely. 

Q.—You observe of course that your 
Board is authorized by that by-law to 
use funds in purchasing stock or in 
lending upon stock? A.—Yes. 

Q.—There is no suggestion of any 
particular company there, it is the 
stock of any life insurance company in- 
corporated by the Parliament of Can- 
ada or under the laws of any Pro- 
vince of Canada? A.—Yes. 

Q.—It is perfectly general in its 
terms? A.—Yes. 

Q.—And there is no specific mention 
of the Union Life in it? A.—No. 

Q.—Nor is there any suggestion in 
it directly of power to subscribe for 
the whole of the capital stock of any 
company ? A.—No, apparently not. 


Q.—Following upon that we have 
upon the same page in your certified 
copy a resolution of the directors 
which is said to have been passed on 
the 4th June: ‘‘That under the auth- 
ority conferred by by-law number 36 
it is ordered that an application or 
applications be made on behalf of this 
company for the purchase of 9,825 
shares in the capital stock of the 
Union Life Insurance Company,’’ etc. 
(Reads resolution; see Ex. 49)—you 
remember that? A.—Yes, generally. 

Q.—There there is the direct refer- 
ence to that company, and the direct 
reference to the getting in of the 
9,825 sharesP A.—Yes. 

Q.—Nothing said about the qualify- 
ing shares of the directors at all in 
it? . A.—No. 

Q.—Do you know of any other auth- 
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ority for the subscription of stock in 
this company which was made on be- 
half of the National Agency Company 
than what I have read? A.—WNo, I 
do not recollect. 


Q.—You do not know of any other 
authority? A.—No. 


Q.—Mr. Symons’ letter to the De- 
partment of the 24th June states that 
the by-law was passed in accordance 
with section 82 of the Ontario Com- 
panies’ Act, chapter 191 of the Re- 
vision of 1897—-I suppose you know 
what that section provides, or do you? 
A.—I do not recollect at the moment. 


Q.—Perhaps it would be just as well 
to incorporate it in the record here. 
Section 82 reads: 


**82. A company shall not under 
any circumstances use any of its funds 
in the purchase of stock in any other 
corporation unless and until the dir- 
ectors have been expressly authorized 
by a bylaw passed by them for the 
purpose and sanctioned by a vote of 
not less than two-thirds in value of 
the shareholders present in person or 
by proxy at a general meeting of the 
company duly called for considering 
the subject of the by-law.’’ 

Then in a postscript to Mr. Symons’ 
letter he explains he discrepancy be- 
tween 6,075 shares and the 9,825 
shares: ‘‘You will see by the resolu- 
tion that the trustees were authorized 
to purchase 9,825 shares in the Union 
Life, but the purchase was limited to 
6,075, leaving still unissued and un- 
allotted 3,750 in the Union Life’’— 
that letter is written on the 24th 
June, and on the 4th June the Board 
had sanctioned the purchase of the 
whole 9,825 shares—you will remem- 
ber that? A.—Yes. 


Q.—Was there after the passing of 
that resolution by the directurs ever 
any idea of leaving any portion of that 
unallotedP? | A.—I could not answer 
that, I do not remember of any, I 
could not say definitely, I do not re- 
member that there was such. 

Q.—The intention was to take it all 
from the beginning? A.—I think 
so, yes. 

Q.—The trust deed under which the 
stock was subscribed for and held is 
daed 4th June, being the same date as 
the resolution of the directors accord- 
ing to the minute we have. It is 
between Mr. Symons, yourself and Mr. 
Pearcy, hereinafter called the trus- 
tees, and the National Agency Com- 
pany hereinafter called the Agency 
Company. It recites, (Reads the 
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whole of the original trust deed pro- 
duced). 

—By consent a copy was substituted 
for the original trust deed, dated 4th 
June, 1902, and filed as Exhibit 94. 
(Referring to Exhibit 49) Then Mr. 
Fitzgerald asked Mr. Symons by let- 
ter of the 30th June for the financial 
statement of the Agency Company, and 
for a copy of the trust deed which I 
have just read, Mr. Fitzgerald writes, 
‘T understand you to say that the 
shares subscribed for by the seven dir- 
ectors were so subscribed in trust for 
the Agency, and the ten per. cent. 
thereon paid by the National Agen- 
cy.”’ Then Mr. Symons replies to 
that on the 2nd July, ‘It was not 
in my mind I had promised to send 
you financial statement of Agency 
Company,’’ etc. (Reads) ‘‘The shares 
subscribed for by the seven directors 
were not subscribed in trust but in- 
dividually for their own use only,’’ 
etc. (Reads down to the word ‘“‘there- 
of’’)—is that accurate? A.—Sub- 
stantially so, I think. 

Q.—You told me this morning that 
the National Agency Company paid 
the money, and has never been reim- 
bursed or indemnified? A.—Yes, at 
that time I think there was an under- 
standing that the directors would pay 
for it later, but it has not been done. 

Q.—Then Mr. Fitzgerald is forward- 
ed on the 38rd July by Mr. Symons the 
financial statement of the National 
Agency, made up to the first July, 
“This statement is substantially cor- 
rect.’’ (Reads balance of letter). 
Then I want you to look at this state- 
ment which is signed by yourself and 
Mr. Symons, Mr. Symons signing as 
President and you signing as Vice- 
President and General Manager: ‘‘By 
stock and premium thereon subject to 
call’’—that is the first assetP A.— 
Yes. 

Q.—That was the unpaid portion of 
the $500,000 authorized issue of stock 
plus a premium of 25 per cent? A.— 
That would be that portion of the auth- 
orized which had been subscribed but 
unpaid. 

Q.—At that time had it all been 
subscribed ? 
time, yes, not the whole $500,000; I 
think it says at the bottom there. 

Q.—$300,900 had been subscribed ? 
A.—Yes. 

Q.—And this was the unsubscribed 
plus a premium of 25 per cent? A.— 
That was the subscribed plus a prem- 
ium of 25 per cent. but not paid. 

Q.—Going back the total subscribed 
was $300,900, the total paid was $98,- 


A.—I think up to that: 
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715, and that had been paid with the 
premium of 25 per cent., and the 
$300,900 is the same sum as that, capi- 
tal subscribed, and then the $249,525 
is what remained paid on that plus 
25 per cent., stocks, bonds and other 
securities owned by the company in- 
cluding 6,025 of Union Life, $60,250; 
$92,445—that left $32,000 -about of 
other securities. I suppose we can 
find out what they were? A.—Yes; 
I do not know what they are now. 

Q.—Balance to credit of profit and 
loss, what is that? A.—I could not 
tell you that. 

Q.—Ledger balances, organization 
expenses, and then the liabilities of 
the capital subscribed, debenture in- 
debtedness, outstanding accounts, a 
surplus is shown of $53,842.30, that is 
right? A.—Yes.” 

Q.—What debentures had you is- 
sued? A.—Just that amount, $35,- 
000. 

Q.—Had it gone with the stock? A. 
—No, independent. 

Q.—Separate and distinct altogeth- 

er? A.—Yes. 
- Q.—Then Mr. Fitzgerald asked for 
a list of the shareholders of the Agency 
Company, and that Mr. Symons sends 
him, and that is the list showing $300,- 
900 subscribed. Then on the 11th 
July Mr. Symons writes again urging 
that the license be now issued, On 
the 14th July Mr. Fitzgerald asked 
for a duly verified amended list of 
shareholders, substituting the National 
Agency Company as subscribers for 
6,075 shares instead of the trustees. 
Mr. Symons sends that on and then 
the license was issued. This- is the 
original agreement with the Canada 
Accident company, you recognize it? 
A.—Yes. 

Q.—This is 23rd October, 1901, be- 
tween the Canada Accident Company 
and the National Agency Company. 
(Reads). That seems to be a typical 
agency agreement. Did you do any 
business with the Canada Accident 
under that? A.—Yes. 

Q.—How long did you continue .to 
act for them? A.—I do not remem- 
ber, nearly a year. 

Q.—MR. SHEPLEY: I will put 
that in. : 

MR. SYMONS: I merely put that 
in out of courtesy. I.do not think 
this Commission has any jurisdiction 
to inquire into accident insurance. 
Agreement between the Canada 
Accident Company and the National 
Agency Company marked as Exhibit 
95. 
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Q.—You think you carried that on 
for about a year, and that would be 
about October, 1901, till the fall of 
1902? A.—yYes. 

Q.—Then what happened? A.—The 
agreement was termynated. 

Q.—By a notice? A.—TI think so. 

Q.—How was it terminated, did you 
terminate it or did the other com- 
panies terminate? A.—My recollec- 
tion is we did. 

@.—You see this letter dated 7th 
May, 1903, written to you by the 
Canada Accident Company? (Witness 
reads.) 

Q.—Have you refreshed your mem- 
ory?) \Ai-—Yes. 

Q.—Did the thing terminate as 
they say? A.—I do not remember 
when it terminated, shortly after 
that. 

Q.—As they say? A.—No, we did 
not reimburse them that money. 

Q.—Did you do any business for 
them) aty all? A’. Yes, 

Q.—Will your books show? A.— 
Yes, I think so, we did not do very 
much; we did something. About that 
time I think there was trouble in the 
Accident business, the rates were all 
cut so that we did not push it. 

Q.—You can without a great deal 
of trouble tell me the volume of acci- 


dent business you did under that 


agreement? A.—I do not think it 
was more than 25 policies altogether. 

Q.—Where is that account in your 
books that are here? A.—I could 
not say. 

Q.—See if you can find it for me. 

MR. SYMONS: That has nothing 
to do with this. 

MR. McLAUGLIN: Here is a 
contract with an Accident Company 

JUDGE MACTAVISH: I think it 
had better be discloséd. 

MR. McLAUGHLIN: Have we any 
rights? 

JUDGE MacTAVISH: Yes. 

MR. McLAUGHLIN: I submit, on 
what clause of your commission do 
you go into a contract between this 
company and the Canada Accident? 

JUDGE MacTAVISH: I think if 
it is business connected with the Life 
Insurance Company we must go into 
ity 

MR. McLAUGHLIN: There is so 
much time taken up unnecessarily. 

MR. SHEPLEY: Q.—Will you get 
that? A.—The books is not here; it 
will have to he sent for. 

MR. McLAUGHLIN: We will send 
for it. There may be some grocery 
accounts in it too. 

MR. SHEPLEY: Have you _ the 
stock book here? 
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MR. SYMONS: I may say this, as 
Il stated before lunch, it would give 
me pleasure to produce this stock 
book, entirely without prejudice to 
our position, but we do not appre- 
hend that that is a matter which will 
be of interest to the Commission at 
all, the examination of the company’s 
stock accounts. As a matter of fact, 
there was no stock subscription book 
—I understand that is what my 
learned friend asked for—all the sub- 
scriptions were made in the shape 
of applications, and they were of 
course all gathered together in a book 
for filing, not in rotation by any 
means, so that it would be impossible 
to say to what particular dates the 
applications would refer, but natur- 
ally all these applications and_ sub- 


scriptions were entered in that stock 


ledger. That stock ledger I produce 
would answer all practical purposes, 
but I do not wish to put that book 
on file. I do not think this Commis- 
sion desires to investigate the indi- 
vidual accounts of the shareholders, 
they are not present. It is a matter 
altogether outside the purport of the 
Commission as I understand it, 
which is to inquire into life insurance 
business; and the matters pertaining 
thereto, not as to individual accounts, 
but gross subscriptions of stock might 
be asked for I take it, with some 
reason, but outside of that I do not 
think it is a matter that we should 
go into any further. I may say al- 
ways in response to the inquiry of the 
Superintendent of Insurance we will 
be very happy to give him any infor- 
mation he calls for. We have done 
so. I may say this to my learned 
friend that the gentlemen who have 
been retained on behalf of the Com- 
mission, Mr. Dawson, and Professor 
Glover, are quite at liberty to look 
into the books. I do not understand 
they are public property, as it were. 

MR. SHEPLEY: What do I get? 
Mr. McLaughlin hands book to 
Mr. Shepley. 

MR. SYMONS: They are pages 2, 
3, 4, and 5 and no more. 


MR. SHEPLEY: What is this? 
A.—This is the stock ledger of the 
National Agency Company. 

Q.—The first page of the ledger 
has an account which is_ headed, 
“Capital stock account 1901, shares 
allotted’’—that seems to be right? A. 
—Yes. 

Q.—The first entry in the account 
is August 17th, ‘‘By 10,028 shares al- 
lotted, $102,800, by 115 shares allot- 
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ted, $11,500.”’ Are those entries in- 
tended to record real allottments of 
stock to subscribers? .—Yes. 

Q.—Then on the 17th you had al- 
lotted 1,143 shares of stock to per- 
sons who had subscribed? A.—Yes. 

Q.—Amounting to $114,300? A.— 
Yes. 

Q.—That seems to have been an al- 
lotment of stock in excess of your 
corporate power, which only went to 
$100,000 at that time? A.—The capi- 
tal was increased to $500,000 I think 
at that time or before that. 

Q.—We will get the date of that; 
28th August, 1901, you had your 
power to take stock increased to 
$500,000, that is to receive subscrip- 
tions; that would be subsequent to 
this. You will tell me _ probably, 
which was reasonable enough, in all 
probability you did this after the 
passing of the resolution to increase 
your ‘stock, and in anticipation of 
getting your powers increased? A.— 
I do not remember exactly, but I 
should think that would be reasonable 
and right. 

Q.—In the month of November 238 
shares were allotted? A.—yYes. 

Q.—In December 91 more? ,A.— 
Yes, 

Q.—In March, 1902, 1,091? A.— 


Yes, 

Q.—In April 35? <A.—Yes. 
Q.—In May 197? A.—Yes. 
Q:=In June 150?) A Yes: 
Q.—In July 252? A.—Yes. 
Q.—In August 11? A.—Yes. 
Q.—October 98? <A.—Yes. 
Q.—October again 475? A.—Yes. 
Q.—October again 420? A.—Yes. 


—Making a total of how much? 
A.—$420,100. 

Q.—Then in January, 1903, 14? A. 
—Yes. 

Q.—June 75? A.—Yes. 

Q.—September 49? A.—Yes. 

Q.—October 37, December 12? A. 
--Yes. 

Q.—That makes a votal number of 
shares down to the end of 1903 of 4,388, 
and the total par value $438,800? A. 
—+Y es, 

Q.—In 1904, February 14 shares, 
August 14 shares, September 2, De- 
cember 19? A.—Yes. 

Q.—Then on the first April, 1905, 
10 shares, 3lst Decémber, 1905, 212 
shares; that would seem to make a 
total of 4,659 shares, or $465,900 of 
par? A.—Yes. 

Q.—Is that all the stock you have 
issued? A.—yYes, I think so. 

Q.—Was that all issued at a prem- 
ium of 25 per cent? A,—No. 
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Q.—How much of it was? A.—It 
was probably about 250 shares issued 
at par, the rest at 125. 

Q.—Where will I find that in the 
book? A.—I could not tell yon, I 
never kept that book. 

Q.—(Turns to page 3) Can you tell 
by the appearance of that account 
whether these moneys which are called 
cash received include the premiums? 
A.—I could not say. I do not think 
it would, because that is merely a 
capital account. I think they would 
deal simply with the par value there. 


Q.—Will these sums give us the 
total: at page 29 you get a total of 
$22,131.25, and that is carried forward 
on page 36, and items added to it, till 
it amounts to $35,162.50. Then the 
account commences anew, and you get 
$14,858.90 more; does that seem 
right? §A.-—-Yes, I think’ so. 

Q.—Does that go forward still? A. 
—Yes. 

Q.—That is increased on page 38 to 
$24,754.75? A.—Yes. 

Q.—Then it commences anew again; 
apparently that goes forward to pages 
126 and 127 and amounts there to 
$34,616.18? A.—Yes. 

Q.—Is that the last premium you 
got of stock, in December, 1904? A. 
—I think it would be. 

Q.—Let us take those three sums, 
$35,162.50, $24,754.55, and $34,616.18 ; 
they make a total of $94,533.43? A.— 
Yes. 

Q.—That would be by way of accre- 
tion to the amounts paid in by the 
subscribers on capital stock? A.— 
Yes. 

Q.—We will turn‘to the account of 
the Canada Accident. 

MR. SYMONS: That is not there. 

Q.—Yes, I saw something there of 
it, page 31. 

Q.—Is that the business? A.— 
For the Canada Accident; those are 
the premiums that we received I think 
from time to time, premiums of stock- 
yard business in Montreal. 

Q.—That seems to have been a small 
affair ? A.—Yes, it was not very 
much, 

Q.—It amounted from December, 
1901, to December, 1902, to $363.03? 
A.—Yes. 

Q.—In 1903 it amounted to $40.25? 
A.—Yes. 

Q.—That was the total amount? A. 
—Yes. 

Q.—Are your minutes here? <A.— 
Yes. 
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MR. SYMONS: I may say in re- 
gard to that, that I have given in- 
structions to my Secretary to copy 
cut such parts of the minutes of the 
National Agency Company that con- 
tain any reference whatever to the 
North American Union Life or Can- 
ada Accident. Anything outside of that 
I take it pertains absolutely to the 
domestic affairs of the National Agen- 
ey. In that respect 1 must decline to 
produce the books. I will produce 
verified extracts relating to these com- 
panies, but no more. 

MR. SHEPLEY: My immediate de- 
sire 1s to get the authority for the is- 
suing of the stocks, such of it as was 
issued at a premium, and the author- 
ity for issuing such of it as was not 
issued at a premium, otherwise; that 
is what I am after at the moment; 
but I do not understand that we are 
not at liberty to go into all these ques- 
tions. I understand we are. Let 
us understand the position once for 
all. I am contending, and as I un- 
derstand Your Honors have rwWed, I 
am contending that inasmuch-as this 
Agency Company is incorporated for 
the express purpose of being an in- 
surance agent, and inasmuch as upon 
the evidence so far developed practi- 
cally it is carrying on the business of 
life insurance, that I am entitled to 
just as much information with respect 
to its affairs internal and external as 
I am in respect of any insurance com- 
pany that forms the subject of this 
inquiry specificially. 1 put the posi- 
tion as broadly as that, and I under- 
stand the ruling is as broadly put as 
that. 

MR. McLAUGHLIN: The Comis- 
sion’ is not as broad’ as,.that:, ~The 
Commission authorizes the investiga- 
tion of any company having a license 
issued by the Dominion of Canada, not 
the mere fact that the company is as- 
sociated with an Insurance Company. 
If that were the case any Ontario Com- 
pany might be investigated here. If 
this company were doing an insurance 
business, which of course it is not, 
it is doing the business of an insur- 
ance agent, and if it were doing it as 
an agency it would be doing it under 
an Ontario Charter; it has no license 
from the Dominion and it not within 
the Dominion. 

MR. SHEPLEY: The Commission 
is not limited to companies practising 
under license of the Dominion, there is 
no such thing in the Commission. How- 
ever I understood that had been ruled 
upon before, and I want to take the 
position once for all. It is tedious 
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to have to do it all over again every 
five minutes. 


MR. McLAUGHLIN: If the Com- 
mission is authorized to investigate 
companies licensed by the Provinces 
and not having a Dominion license 

JUDGE MacTAVISH: We are deal!- 
ing with this company now, and we 
think Mr. Shepley’s questions are 
quite within the scope of our inquiry, 
and that this information should be 
disclosed. 

MR. McLAUGHLIN: We are quite 
willing to produce anything that af- 
fects the inquiry. This company, the 
Union Life, started to do an_indus- 
trial business in this country in com- 
petition with the big American Com- 
panies which have been doing practi- 
cally the whole -of that business up 
to the present time, and we do not 
think the Commission ought to take 
the position of a prosecutor 

JUDGE MacTAVISH: Ob no. 

MR. McLAUGHLIN: The trouble 
is, while you restrict yourselves to in- 
vestigating insurance it is all right, 
but if the Commission is to go into the 
affairs of every company and every 
individual, or every company such as 
the National Agency Company that is 
only indirectly associated with insur- 
ance, and the company has no reply, 
no opportunity to put in evidence, 
or make explanation, it simply means 
the Commission will be used for the 
purpose of destroying business rather 
than helping it, as it should. The 
Commission says ‘‘Operation of the 
various companies chartered by the 
Parliament of Canada or by any Pro- 
vince and licensed under the Insur- 
ance Act, transacting life insurance 
in Canada.’’ If it is chartered by 
the Province and licensed under the 
Insurance Act that is within your 
purview; but if it is chartered by the 
Province and not under the Domin- 
ion Act, and confined only to the Pro- 
vince in which it is chartered then 
it is outside of this inquiry. 

JUDGE MacTAVISH: We think 
the investigation must go on. We 
may say to you, Mr. McLaughlin, that 
every reasonable opportunity to ex- 
plain any matter that you may find 
reflects on the company that you re- 
present will be given to you. 

MR. McLAUGHLIN: Simply the 
position is this, we have heard enough 
about Life Insurance now to know 
the trouble any company has to get 
through the first few years. It has 
to fight in the Courts and in the 
field the big American Companies in 
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the business, and they would be very 
glad to see it crushed. So far as the 
operations are concerned of the Na- 
tional Agency we would be thorough- 
ly satisfied to have them investigated 
if we had the opportunity of giving 
evidence, but we have not. This is 
not a desire to keep evidence from 
the Commission. If there was such 
a desire would any company have an- 
swered the one hundred and _ one 
questions which have been sent out 
to them without any subpcena or pres- 
sure at all? There is no necessity 
of going into the stock accounts of 
the National Agency Company. The 
Agency Company has a capital stock 
as a matter of fact paid up, and paid 
up with a premium, that is sufficient 
without going into it to see whether 
there was anything technically wrong 
with the premium that was paid up 
—I do not believe there was—but 
the company law we know is techni- 
cal. Should we go into these things, 
spread abroad throughout the coun- 
try that Mr. Shepley is of the opinion 
that the premiums was not lawfully 
called. It was called and paid in; 
is not that a fact sufficient for the 
purpose of this Commission? : 


MR. SHEPLEY: Now, Mr. Evans, 
will you get me the minute book, 
please? A.—I will do whatever my 
counsel advises me to do. 


Q.—You either produce or you do 
not; let us understand; fortunately 
the powers of the Commission are 
wide enough to secure obedience to 
their*ruling. The prompter you are 
the better, the more rapidly we will 
get on. A.—(The witness does not 
answer.) 

MR. SHEPLEY: Will Your Honors 
give the witness a direction? 

JUDGE MacTAVISH: You had 
better answer the question. 

WITNESS: I want to hear from 
Mr. McLaughlin. 

MR. McLAUGHLIN: My position 
is that we produce anything that has 
any relation to the business of these 
companies, the North American or 
the Union, but outside of that my 
opinion is that these people are not 
bound to produce. 

MR. SHEPLEY: Will you get me 
the minute book please? 

MR. McLAUGHLIN: I have an- 
swered for this witness, and I take 
that position that we should not pro- 
duce. 

MR. SHEPLEY: The witness has 
to take his position; the witness is 
not your client particularly so far 
as that, that,I am aware; the witness 
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is here upon oath to answer the ques- 
tions that are properly asked him. 


MR. McLAUGHLIN: I am very 
sorry there should be any difference 
of opinion, because there is no de- 
sire to keep anything from the Com- 
mission .that can be of any use to 
them. 

MR. SHEPLEY :Q.—After all, you 
are the witness that is before the 
Commission, I shall have to ask you 
to take your position; will you or will 
you not produce the minute book of 
the National Agency Company? A. 
—I will have to act on the advice of 
counsel and decline. 

Q.—And you say you will notP A. 
—Yes. 

MR. SHEPLEY: Now, Your 
Honors, I ask for a direction. 

JUDGE MacTAVISH: We think 
it should be produced. 

MR. McLAUGHLIN: I have made 
a suggestion to my learned friends 
that I produce this minute to them, 
go over it with them, and make a 
copy and put it in. 

MR. SHEPLEY: The suggestion 
does not commend itself to me. 
have a counter-suggestion, that my 
learned friend should hand the docu- 
ments into my hands and I will take 
care of them, give them back to him; 
but I desire to examine these docu- 
ments myself. 

MR. McLAUGHLIN: I am _ not 
going to prevent you from examin- 
ing them yourself, but the company 
do not feel they ought to go out of 
their possession in that way. I am 
not desirous of standing on a strict 
legal ground on these matters, but 
if any reasonable courtesy at all is 
given, we will produce everything, 
even whether it is proper or not 
proper. We do not want to be placed 
in the -position of a company being 
sat upon and crushed without a 
chance to open our mouths. 

JUDGE MacTAVISH: I. think 
you may be perfectly sure that no im- 
proper use will be made of any docu- 
ments produced, only such part of 
them as is necessary for the elucida- 
tion of some matter before us_ will 
be used. Purely private matters we 
would not think of 

MR. McLAUGHLIN: There have 
been a good many purely private mat- 
ters gone into already in this inves- 
tigation, not in the case of this com- 
pany but in the other company’s case, 
although we desired in that case that 
nothing public or private should be 
kept back. 
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harm was done. © 

MR. McLAUGHLIN: Well. 

JUDGE MacTAVISH: Our desire 
is to prevent any injury to anybody, 
or to any interest. 

MR. McLAUGHLIN: I have never 
seen a. document in this company’s 
case. I think if the matter will stand 
that way I will get the books. Real- 
ly where the stock has been paid up 
there is no necessity of going into the 
elaborate question of whether all the 
technicalities of the law have been com- 
plied with or not. If there were 
some technical defect in the calling in 
of some stock, that is like a title deed 
of a man’s property, that is privileged, 
and the company have no right to be 
asked to flaunt abroad and be faced 
with action and writs, that is if there 
was such a thing, and I am satisfied 
there is not. 

JUDGE MacTAVISH: I cannot see 
that there is the slightest danger of 
any prejudice of that kind to your 
clients. 

MR. SHEPLEY: The terms of the 
statute are as follows: ‘‘(2) Such Com- 
mission or Commissioner shall have the 
same power to enforce the attendance 
of.such witnesses and to compel them 
to give evidence as is vested in any 
Court of Record in civil cases; but no 
such witness will be compelled to ans- 
wer any question, by his answer to 
which he might render himself liable 
to a criminal prosecution.”’ 
| That is the power the Commissioners 
lave, 

MR. McLAUGHLIN: I will have 
that minute book brought up here on 
the understanding it is not to be used 
with reference to the private affairs of 
the shareholders. 

MR. SHEPLEY: I am not going to 
make any understanding with my 
learned friend. I must have it free 
and untrammelled of any restriction 
imposed by my learned friend in re- 
spect of it. 

MR. McLAUGHLIN: You may be 
entitled to certain things in the book, 
but it does not follow you are entitled 
to the whole book. My suggestion 
in that view was with reference to what 
you said, Mr. Chairman, that no mat- 
ter of a private nature would be gone 
into. 

JUDGE MacTAVISH: What pos- 
sible objection can there be? 

MR. SHEPLEY: I trust I may be 
relied upon not to unnecessarily make 
known private matters, but, subject of 
course always to Your Honors’ judg- 
ment upon the matter when it is 
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brought to Your Honors’ attention, I 
must myself judge as to whether the 
matter is within the scope of the in- 
quiry or not in the first instance; that 
is my duty to the Commission. If it 
seems to me to be within the scope of 
the Commission I shall not make it 
public unless the Commission author- 
izes me to do so, but I must myself see 
what there is, and judge of that. I 
am charged with my duty as counsel, 
and I am not charged with the duty of 
spreading abroad things that would 
injure people. 

JUDGE MacTAVISH: I under- 
stand Mr. McLaughlin has not him- 
self had the opportunity of going over 
these books, and perhaps, Mr. Shepley 
you could go on with some other branch 
of it in the meantime and let Mr. Mc- 
Laughlin go over these books and then 
exhibit them to you, after he has done 
so. Would that meet the situation? 

MR. SHEPLEY: It inverts the 
order of my presentation of the case 
in a way that prevents it from being 
as satisfactory as [ want to make it. 
Of course it is a pity that my learned 
friend was not instructed earlier, but 
if everything has to be inspected by 
new counsel before I am to be per- 
mitted to see it or go on with the in- 
quiry I do not know when we would 
get to an end. 

JUDGE MacTAVISH: Can we get 
on now with this branch of the in- 
quiry 

MR. SYMONS: TI have sent for the 
books. e 

—The Commission waited from 3.20 
to 3.45 P.M. for the production of the 
minute books. The minute books 
were then produced. 

Q.—Will you find the minute with 
respect to the issuing of stock prem- 
iums? A.—Will that be it? 

Q.—We will commence at the first 
meeting. of the. Board of Directors— 
no, we will commence a little further 
back; the directors were elected, and 
the remuneration fixed, certain ‘allot- 
ments of stock, and on the 3rd Sep- 
tember, 1901, the Board met. The 
President was in the chair—that was 
Mr. Symons, was it? A.—Yes. 

_ Q.—Mr,. Evans was present, that is 
yourself, and Dr. Millichamp. On 
motion duly seconded, it was resolved 
“That in accordance with the by-laws 
and resolutions of the shareholders in 
that connection at the general meet- 
ing held on the 22nd September, a cir- 
cular letter be addressed and sent by 
the secretary to the shareholders in- 
viting their subscriptions to the new 
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issue of shares as per form now sub- 
mitted and approved.’’ What new 
issue of shares was that? A.—The 
first issue was issued at par, and the 
second issue was issued at 125. 

Q.—The first issue was issued at par, 
how much? A.—I do not remem- 
ber. 

Q.—On this date there were 1,143 
shares that had been subscribed for 
and allotted? A.—Yes. 

Q.—Was that 1,143 issued at par? 
A.—No, not that much, I do not re- 
call the amount. 

Q.—‘‘A call of 25 per cent. upon the 
new issue of stock, including any 
premium payable thereon be and the 
same is herewith made and shall be 
payable on the subscriptions there- 
2) al What does that mean, that 
does not fix any premium, it says a 
call of 25 per cent. including any prem- 
ium—perhaps we had better see the 
minutes of the general meeting of 
shareholders on the 22nd August. 
(Minute book of the general meeting 
of shareholders produced). I see at 
the shareholders’ meeting in the re- 
port to the shareholders a statement 
was made that the total business of 
the provident branch of the North 
American had been transferred to*-and 
was now controlled by this company— 
(Reads minute on pages 4, 5, 6 and 
7, down to the word ‘‘adopted’’). Then 
the financial statement was presented : 
(Reads financial statement on page 7 of 
minute book). Then your balance 
sheet shows assets amounting to $50,- 
000, and liabilities, and a net surplus 
of $1,417.88. Then, when you held 
your first shareholders’ meeting your 
surplus was $1,417.88? A.—Yes. 

Q.—That was received and adopted ; 
this agreement between you and the 
American Life was approved. Then, 
“That it be an instruction to the 
Board to promote,’”’ etc. (Reads on page 
8). Then the following by-laws were 
passed, by-laws as to the annual meet- 
ings, as to special general meetings, 
as to the directors, as to board meet- 
ings; then as to calls (page 12) Then 
about the notice of calls. Moneys 
received to be deposited; auditors; 
“the board shall have power to invest 
the assets of the company,’’ ‘‘the 
board may issue certificates of stock ;’’ 
transfer of shares; the board may de- 
clare dividends and bonuses; transfer 
books. ‘‘Any shareholder desiring to 
introduce a resolution at any annual 
or general meeting of the company,”’ 
ete, (Page 14)—that is a pretty dras- 
tic resolution, is it not—what is the 
object of that by-law? A.—I do not 
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remember, it was incorporated with 
the others. 


Q.—The next is a by-law increas- 
ing the stock; by-law authorising 
change of name to the National Pro- 
vident Insurance Agency, ULimited— 
oy change was never made? A.— 

0. 


Q.—Then the by-laws from one to 
thirty-five are adopted as the by- 
laws of the company. Then, there 
was a motion by Mr. Pearcy, sec- 
onded by Mr. Tucker, ‘‘That the new 
issue of stock,’’ etc. (Reads on pages 
16 and 17, to the words ‘‘board may 
determine.’’) 

Then there was an election of dir- 
ectors. Then ‘the ‘shareholders met 
again on the 3rd September. Those 
present were Mr. Evans, Dr. Miulli- 
champ, Harry Symons, and by proxy 
held by Mr. Evans as named in the 
minutes hereinafter referred includ- 
ing proxy from Mr. Charles Pearcy. 
“The secretary reported that the pe- 
tition for the increase of the capital 
stock had been duly presented to the 
Provincial Secretary,” -ete. (Reads 
minute on page 19). Then the min- 
ute of directors, ‘‘That a call of 25 
per cent. upon the new issue of stock 
including any premium payable there- 
on be and the same is hereby made, 
and shall be payable on the sub- 
scriptions therefor.’’ (Page 4). Let 
me see if I understand that correctly, 
there was so far as we have seen 
the minutes, new stock to be offered 


- to the then existing shareholders? A. 


Yes. 

Q.—There is no suggestion in the 
minute itself that it shall be offered 
to them at a premium? A.—TI do not 
notice it there. 

Q.—Now do you know whether a 
premium had ‘been paid upon ‘this 
stock? A.—No, the first stock was 
issued at par. 

Q.—Well then up to the time of 
this meeting there were 1,143 shares 
that had been subscribed for. Was 
that all issued at par? A. HNO. 
Some time between the time of the 
initial issue and the subsequent one, 
we decided to raise the stock to a 
25 cent premium. 

Q.—Then how much was issued at 
par to start with? A.—I think be- 
tween 300 and 400 shares, but T am 
not sure as to the amount. 

Q.—Are there minutes of the Pro- 
visional Board of Directors kent? A. 
—I don’t know. These are the only 
ones I know of. 
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Q.—You don’t know of minutes of 
Directors at all? A.—No, this is the 
only book I know of. 

Q.—Well how did you get the pre- 
mium on the earlier stock paid _ be- 
fore you organized? A.—I don’t 
think I quite understand your ques- 
tion. 

Q.—You say that in respect of the 
stock, ‘the great bulk of the stock 
subscribed for and allotted before this 
general meeting on the 22nd of Aug- 
ust, before this. general meeting of 
shareholders, that 300 or 400 shares 
had been allotted at par and the bal- 
ance off the 1,143 at a premium? 
A.—Yes. 

Q.—Now I want to know by what 
authority that premium was collected, 
how was that brought about? A.— 
Well, I think it is in the minutes 
somewhere. I couldn’t tell you now. 
It was no doubt done correctly in the 
first place. 

MR. McLAUGHLIN: The stock 
applications themselves might have 
set forth the contract and been ac- 
cepted by the company. That would 
fix the price that was to be paid. 

MR. SHEPLEY: Have we seen all 
the books that you have which con- 
tain a reference to stock or stock 
subscriptions? A.—As far as I know. 
I don’t know of any others. 


Q.—Mr. Symons told us this morn- 
ing of a book in which the original 
applications are. Is that here? A. 
—It is not here now. 


Q.—We must have that too, if you 
please, Mr. Evans. A.—Have you 
the book there, Mr. McLaughlin? 


MR. McLAUGHLIN: The origin- 
al applications? They would be on 
sheets would they not? Are they 
bound into a book? A.—They are 
pasted into a big book. 


MR. SHEPLEY: I see in addi- 
tion to the agreement which we have 
seen there is a conveyance and as- 
signment from yourself to the Na- 
tional Trust Company and from the 
National Trust Company to the Na- 
tional Agency Company. What are 
those? A.—That is the agreement to 
take over the business from the North 
American. It is turned over to the 
National Trust and by them trans- 
ferred to the National Agency Com- 
pany. 

Q.—You had had an agreement of 
the 7th of November, 1900, with the 
North American in your name? A. 
2 ViO8 4 . 

Q.—In respect of a company which 
you were then forming, which was the 
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National Agency Company? A. 
Yes, turned out to be. 

Q.—Then what had you done with 
the National Trust Company? A.— 
An agreement was made with the Na- 
tional Trust Company to assign the 
agreement that I had with the North 
American Life to the National Agency 
Company. <A copy of it is here. 

Q.—Let us have copies of those two 
documents and we will see what they 
are. A conveyance from yourself to 
the National Trust Company, and an 
assignment from the National Trust 
Company to the National Agency 
Company? A.—They are here soime- 
where on file. 

Q.—What did ‘that assign, the 
business? A.—Yes. 

Q.—What was the reason for put- 
ting it through the National Trust 
Company? A.—To provide for the 
initial expense of forming the Na- 
tional Agency Company, that it 
should be paid by me or those who 
came in with me and the agreement 
then assigned to the National Agency 
Company. 

Q.—We will see the documents. 
This is dated the 2nd of January, 
1901, from yourself- to the National 
Trust Company, hereinafter called. 
the Trustee. It recites the agree- 
ment of the 7th of November, and it 
recites that you have already pro- 
gressed towards the organization of 
the proposed company, that you in- 
tend to continue in the same, and 
for that purpose that you have re- 
quested the Trust Company to hold 
the agreement and all benefits to be 
derived therefrom in trust to be in- 
vested in the proposed company? A. 
—Yes. 

Q.—Subject to the provisions that 
the party of the second part has ex- 
pressed its willingness to do, herein- 
before ‘contained, on ‘the considera- 
tion hereof. Then you assign, trans- 
fer and set over to the trustees the 
agreement with renewals and so on, 
with the benefits and advantages there- 
of, subject to the provisoes hereinaf- 
ter contained. The trustee shall as- 
sign the agreement and all its bene- 
fits and advantages, subject to the 
performance of any and all provi- 
sions required to be done, performed 
and paid before the organization of 
the company on your part, and sub- 
ject to the payment by the proposed 
company of the sum of $4,900. What 
was that?  A.—That was the con- 
sideration for the turn over of the 
business. 
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Q.—That you were to get? A.— 
Yes, out of which was to be paid the 
expenses of organization. 


Q.—This says, ‘‘The National Trust 
Company is to transfer to the com- 
pany, subject to the performance of 
any and all-provisoes and conditions 
required to be done, performed and 
paid prior to and subsequent to the 
organization of the company” by you, 
and subject to those and subject to 


the further payment by the proposed, 


company to the party of the first part 
of the sum of $4,000? A.—That is 
right, 

Q.—Were you to get $4,000 in ad- 
dition to an indemnity? A.—No, 
there is no indemnity. 

Q.—The National Trust Company 
according to the terms of this docu- 
ment, was to hand over to the National 
Agency Company the property you 
were vesting in it, but subject to the 
performance of any and all provisoes 
and conditions and payments therein 
set forth, and required to be done and 
performed by you. That is all set 
over to the National Agency Company, 
subject to the performance of the 
things that you were bound to per- 
form? A.—Yes. 

Q.—Well, was not the National 
Agency Company to do all thatP A. 
—The indemnification, yes. 

Q-——That is all Ivamisaying.» -You 
were to be indemnified for all the 
things you were required to do under 
the agreement by the National Agen- 
cy Company, and you were to be paid 
besides $4,000? A.—Yes. 

Q.—I see an entry here; organiza- 
tion expenses, 1901, August 17th, to 
amount $4,187.41. Where can I find 
an account of that? A.—I cannot 
tell you. 

Q.—Is that a matter in respect of 
which you were to receive $4,000? A. 
—I couldn’t tell you. 

Q.—You must try to clear that up 
for us. You were to get at all events 
$4,000? A.—Yes, 

Q.—Who was to pay that? A.— 
The National Agency Company. 

Q.—That does not appear in the 
agreement made in August between 
the North American Life and the Na- 
tional Agency? A.—No, that was an 
entirely separate agreement. 

* Q.—Then you agreed to continue in 
the progress of incorporation and or- 
ganization down to the first allot- 
ment. Then the National Trust Com- 
pany accepts the trust, provided that 
it is not to be held liable to do or 
perform any of the conditions or for 
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the payments of the sums and expenses 
herein mentioned. 

MR. McLAUGHLIN: The agree- 
ment says that Mr. Evans is to pay 
all the expenses of organization. 


MR. SHEPLEY: I think it says so. 


MR. McLAUGHLIN: What you 
have repeated was that he was to re- 
ceive payment for all of these things 
and $4,000 besides. 

MR. SHEPLEY: No, you ought to 
listen a little more closely. I said 
to be indemnified in respect of all the 
things he was to be bound to do under 
the agreement. That is there as Mr. 
Evans says. 


MR. McLAUGHLIN: I do not un- 

derstand that the $4,000 was paid to 
Mr. Evans, but was to reimburse him 
for the expense of promotion. (Ori- 
ginal conveyance, Evans to National 
Trust Company produced, copy substi- 
tuted by consent and filed as exhibit 
No. 96.) ; 
» MR. SHEPLEY: Then this agree- 
ment was made in July between the 
National Trust Company, the National 
Agency and yourself? A.—Yes. 

Q.—It recites the conveyance from 
you to the National Trust Company; 
that in consideration of $25 paid to 
the National Trust Company, the 
agreement between yourself and the 
North American is turned over, sub- 
ject to the performance of any and all 
provisoes, conditions and payments 
which you were to perform, and sub- 
ject to the payment by the National 
Agency Company to you of the sum 
of $4,000. Then I put that in. (Ori- 
ginal assignment National Trust Com- 
pany to National Agency Company 
dated July 16th, 1901, produced. Copy 
substituted by consent and filed as ex- 
hibit 97.) 

Q.—Then you will have these other 
documents here in the morning, and 
make a note about the organization 
expenses; I want that turned up? A. 


-——Lanave :o0a a 


Q.—I will leave that for the moment 
and will take up the conveyancing 
that took place after the incorpora- 
tion of the Union Life. Now the Na- 
tional Agency Company had brought 
into being the Union Life Insurance 
Company, with the intention of hav- 
ing transferred to the Union Life Com- 
pany the provident business which it 
had been carrying on, originally the 
property, of the North American? A. 
—Yes. 

Q.—The conveyancing was done to 
bring that about. I see here a deed 


or 
bo 
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of the 16th of July, 1902, to which 
the North American is the party of the 
first part, the National Agency the 
party of the second part, and the 
Union Life, the new company, the 
party of the third part. 


MR. SYMONS: This is the original. 


MR. SHEPLEY: Thank you. It 
recites the agreement of the 2nd of 
August, 1901, between the North Am- 
erican Life and the Agency Company 
transferring the Provident Branch to 
the Agency Company. Then it re- 
cites that the Union Company has 
been duly incorporated and has re- 
ceived a license to carry on the busi- 
ness of life insurance. Then it goes 
on to provide that the parties agree 
as follows: First the Agency Com- 
pany by and with the consent of the 
insurance company, that is the North 
American LifeP A.—Yes. 


Q.—‘‘Transfers to the Union Com- 
pany all its title to the branch of the 
business known as the Provident, to 
the extent and so far only as it has 
heretofore been done by the Agency 
Company?’ A.—Yes. 


Q.—‘‘And represented by the poli- 
cies of the insurance company now in 
force, acquired or taken over or issued 
through the Agency Company, a sche- 
dule being annexed? A.—Yes. 


Q.—‘‘Together with the books, print- 
ed matter,” etc., relating thereto and 
the interest of the Agency Company 
in a sum of $8,078.63 and _ interest 
thereon at 34 per cent. paid to and 
now held by the Insurance Company 
as reserve. Subject to the terms and 
conditions relating to the said reserve 
hereinafter expressed. And the 
Union Company accepts the transfer. 
Now that handed over to the new com- 
pany not only the original business 
which the North American Life had 
handed over to the Agency Company 
but all the business which by way of 
accretion to that had been acquired by 
i National Agency Company? A.— 

es. 


Q.—Then the new company, the 
Union, came into a covenant with the 
old North American to indemnify 
them in respect of all claims under 
these policies? A.—Yes. 


Q.—Then the next provision is that 
the Union Company will leave that 
$8,078 of reserve and interest in the 
Hands of the North American? A.— 
Yes. 

Q.—And they agree to keep deposit- 
ing with the North American in cash 
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or securities what is necessary to 
maintain that reserve from time to 
time. Ay Ves, 


Q.—Then there is a provision, I 
think the same provision with respect 
to deferred premiums being credited 
on that reserve? «A.—I think so. It 
is substantially the same as the first 
one as far as I know. 


Q.—Then there is a provision for 
the North American releasing that re- 
serve from time to time as claims come 
in and are paid by the Union or as the 
balance in respect zt which it is be- 
ing maintained? <A.—Yes. 


Q.—Then you give permission to the 
Union Company to use the name of the 
old company in connection with carry- 
ing on the old business? A.—Yes, the 
collection of premiums and such things 
ass that, 

Q.—From this time of course the 
Union Life would write policies in its 
own name instead of the name of the 
North American? © A.—Yes, the 16th 
of July, 1902. 


Q.—Then the North American re- 
leases the Agency Company from the 
further performance of the old agree- 
ment with it? A.—Yes, because the 
Union takes it on from that time. 


Q.—The Agency surrenders its lease 
and the Union Company agrees to re- 
new it for $600 instead of $300? A. 
—Yes, we get more space. 

Q.—Then there is a provision that 
if the Union Company makes default, 
a notice is given. Then the reserve 
may be forfeited by the North Ameri- 
can Life? A.—Forfeited to them is 
it P 

Q.—I mean the act of forfeiture by 
them will forfeit the reserves so that 
they will get the benefit of them? A. 
Yes; 

Q.—Of the reserves and deprive the 
Union of that benefit? A.—Yes. (Ori- 
ginal agreement between the North 
American Life, the National Agency 
Co., and the Union Lifé, dated July 
16th, 1902, produced. Copy substi- 
tuted by consent and filed as Exhibit 
No. 98.) 

Q.—Then the next agreement made 
on the same day is between the Na- 
tional Agency and the Union Life, and 
the purpose of that agreement is to 
hand over from the Agency Company 
to the Union Life that Provident bus- 
iness? ” A.-—Yes, 

(.—Then the value of that was mea- 


sured for the purposes of the agree- 
ment at $34,732.05? A.—Yes. 
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Q.—Which the Union Life was to 
pay to the Agency Company? A.— 
Yes. 

Q.—How was that $34,732.05 arrived 
atP A.—I don’t remember. So many 
times the debit, whatever the debit 
was. , 

Q.—Seven times? 
not seven. 

Q:.—What was it? ~A.—I don’t re- 
member now but I can find that out. 

Q.—Was it more or less than seven ? 
A.—More, but I don’t remember the 
number. 


Q.—You, the Nationa! Agency Com- 
pany, were not so liberal to your child 
as your parent was to you? A.— 
That is right. 


Q.—You bought at seven times and 
vou sold at a higher price? Aa 
Yes. 


Q.—Then the Union undertook to in- 
demnify the Agency Company against 
all claims in respect of this business ? 
A.—Yes. 


Q.—That was funny too. You were 
going to control the Union Company 
were you not? A.—Yes, substantial- 
ly. 

Q.—Then the Ageney Company were 
to.subscribe for and purchase or cause 
to be subscribed for and purchased all 
the new authorized shares of the capi- 
tal stock of the Union Company at a 
premium of 5 per cent., and pay the 
whole of the premium at once together 
with a call of 10 per cent., making an 
immediate payment in all of $150,- 
O00? “A~—Yes. 

Q.—Was that done then? A.—Yes. 

Q.—$150,000 was put inP A.—Yes. 

Q.—Then this valuation of the bus- 
iness, the $34,732 was to be taken and 
considered as part payment of the said 
premium and cali? A.—I don’t re- 
member exactly. Yes, practically so 
at any rate. 


Q.—And the Union Company ack- 
nowledged the receipt of the same and 
released the Agency Company there- 
from. Then there was an assignment 
of the right to the reserves in the 
hands of the North American Life, 
from the Agency to the Union? A.-— 
Yes. 

Q.—And that also was to be part 
payment, which made $42,800 and then 
the balance was to be paid in cash or 
secured by the promissory note of the 
Agency Company. ‘Then comes a pro- 
vision which I shall trouble you a little 
about because a good deal of what hap- 
pened afterwards seems to have de- 


A.—No, it was 


or 
t 
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pended upon this. ‘‘It is a further 
term of these presents that the Union 
Company may, if it shall consider the 
same to be expedient in the conduct of 
its affairs, increase the said premium 
from time to time by means of supple- 
mentary calls on premium account and 
said supplementary calls shall not ex- 
ceed a total with the 5 per cent. afore- 
said of 10 per cent. upon the capital 
stock of the Union Company, the Agen- 
cy Company agreeing on its part to 
pay or cause such supplementary calls 
to be paid as and when the same are 
made. Provided that this provision 
shall not preclude the Agency Company 
from contributing further sums on 
premium account if it shall see fit so 
to do. The Agency Company then 
binds itself to pay a further 5 per cent. 
premium upon the whole of the capital 
stock of the Union? A.—Yes. 


Q.—Which would be another $50,- 
000P <A.—Yes. 


Q.—And it reserved to itself the 
right to contribute further sums to the 
premium account of the Union Com- 
pany if it saw fit todo soP A.—Yes. 

Q.—AIl this time it was to have the 
absolute control of the Union, as it did 
have and it could force any agreement 
it liked upon it could it not? A.—As 
the leading stockholder I suppose it 
could. 


Q.—As the only stockholder, it could 
control absolutely the policy of the 
Union? A.—Yes largely. 

().—Unless the Union controlled its 
policy. 

MR. McLAUGHLIN: A kind of re- 


ciprocal relation. 


MR. SHEPLEY: Co-incident Boards 
of Directors? A.—WNo. Some Dir- 
ectors of one are not Directors of the 
other and vice versa. 


Q.—Then I will put that document 
in. (Original agreement between the 
National Agency and the Union Life. 
dated July 16th, 1902, produced. Copy 
substituted by consent and filed as Ex- 
hibit No. 99.) Then there was stil! 
a third agreement I think, Mr. Evans 
between the Union and the National 
Ageney Company, also bearing the 
same date of the 16th of July, 1902? 
A.—Yes, that is the working agree- 
ment. (Original produced. Copy 
substituted by consent and marked Ex- 
hibit 100.) 

Q.—That is the agreement by which 
the Agency Company was made at all 
events in name the agent for the 
Union Life? A.—Yes. 
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Q.—It recites that the Insurance 
Company is established in business in 
various parts of Canada and is de- 
sirous of further extending the same 
in all its branches. That is it is 
established by virtue of the business 
that was handed over, by virtue of 
the last agreement we looked at? 
A.—Yes. 

Q.—Then it recites that the Agency 
Company has arranged with the In- 
surance Company for the extension 
of the said business of the Insurance 
Company? <A.—Correct. 


Q.—That means that the Agency 
Company was going to extend it? A. 
—vYes. 

Q.—Then the Insurance Company 
appoints the Agency Company its 
managing agent for all branches of 
its business, and the entire premium 
income of the said Insurance Com- 
pany shall be deemed to be hereafter 
received solely through the Agency 
Company as its Managing Agent 
whether any or all of such premium 
income be actually so received or 
otherwise? A.—Correct. 

Q.—Then whatever premium in- 
come the insurance company derives, 
no matter from what source, whether 
by its own exertions, the exertions 
of its agents, whom it retained and 
paid, that all premium income was to 
be considered as being earned solely 
by means of the agency company? A. 
—Yes. 

Q.—Then the next clause deals with 
the moneys that the insurance com- 
pany may pay out. All moneys paid 
out by the insurance company, with 
certain exceptions, which I will come 
back to in a moment, “shall be 
deemed hereafter to be paid out for 
and on the sole behalf of and as an 
advance to the Agency company as 
its Managing Agent herein, and all 
such payments to be actually so 
made or authorized, provided that 
the liability of the Agency Company 
herein shall not at any time exceed 
80 per cent. of the gross commissions 
to which it may be entitled under the 
terms of ,these presents.’? That, 
leaving the exceptions out for the 
moment, is a provision by which the 
expenditures that the Insurance Com- 
pany may make are to be considered 
as expenditures made in the perform- 
ance of its duty as agent by © the 
Agency Company? A.—Yes. 

Q.—And there is a provision that 
that is to be limited to 80 per cent. 
of the Commissions that are after- 
wards fixed by the agreement? A.— 
Yes. 
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Q.—That is, if .I understand it, 
that the different expenditures the 
Insurance Company may make, leav- 
ing the exceptions out for the moment. 
if it costs them 100 or 120 or 200 
per cent. of the premium income, the 
Agency Company is still to get at 
least 20 per cent. of the gross com- 
missions? ; A.—Yes, I think so. 

Q.—Then the exceptions are im- 
portant. Here are things which the 
Insurance Company might pay out 
without any recourse whatever to the 
Agency Company in any _ shape or 
form. Claims, printing, furniture, 
supplies, and such head office expen- 
ditures in respect of or caused by its 
agency work in all its branches. I 
do not know that I have given it 


‘to you quite correctly. Perhaps the 


exception stops at the word expendi- 
tures. All moneys paid out by the 
Insurance Company in respect of its 
agency work in all its branches; ex- 
cept for claims, printing, furniture 
and supplies, and such head office ex- 
penditures? A.—yYes, the idea being 
that the Agency Company are fur- 
nished the funds for the working of 
the business outside. 

Q.—Up to 80 per cent. of the gross 
commissions? A,—Yes. 

Q.—But that its printing or furni- 
ture or supplies or other such head 
office expenditures? A.—Would be 
paid by the insurance company. 


Q.—In addition to any excess over 
80 per cent. of the gross commissions? 
A.—Yes. 


MR. McLAUGHLIN: Gross com- 


mission; not commissions. 


MR. SHEPLEY: Then the next 
clause is that all agreements, con- 
tracts, or instruments of like effect 
in connection with the Agency work 
shall be deemed to be made on the 
sole behalf of the Agency Company, 
and that no benefit shall accrue to 
or liability be created against the in- 
surance company. That is, that 
whatever agreement in the nature 
of agency agreements the insurance 
company might enter into with other 
persons, those were all to be consid- 
ered for the benefit of the Agency 
Company? <A.—Yes. 

Q.—How have you operated since 
this agreement was made? Who has 
done the actual work of canvassing 
and getting insurance? A.—The 
agents. 

Q.—Who appoints them? A.—The 
Union Life. 
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Q.—Has the Agency Company ap- 
pointed any agents at all? A.—Not 
directly. 

Q.—They have not appointed any 
at all have they? A.—AIl the agents 
who were appointed are appointed 
under that agreement. 

Q.—But they were appointed by and 
paid by the Union Life? A.—Yes. 

Q.—Has the expenditure incurred 
by the Insurance Company in respect 
of that class of work fallen below or 
exceeded 80 per cent. of the gross 
commissions? A.—It has exceeded. 

Q.—Has it exceeded 100 per cent.? 
A.—Yes. 

Q.—Has it exceeded 150 per cent.? 
A.—yYes, I should think so. 

Q.—Then the next provision is that 
after paying to or crediting the 
Agency Company with the commis- 
sions hereinafter referred to, any bal- 
ance of moneys paid out in excess 
of such commissions by the Insurance 
Company under clause 3 above, shall 
be an express and admitted debt due 
to the Insurance Company, in the 
nature of an advance made by the 
Insurance Company>to the Agency 
Company. That of course is all sub- 
ject to this 80 per cent. clause? A. 
—Yes. 

Q.—And it has never therefore been 
of any practical utility as far as the 
Insurance Company is concerned? A. 
—It would not be for some years. 


Q.—Has not been up to the present 
time of any practical utilityP A.— 
No. 

Q:—In other words, no case has 
arisen under it? A.—No, not yet. 

Q.—Then we need not trouble about 
how that. hitherto non-existent debt 
has been required tg be secured or 
paid. Now comes the provision for 
commissions. The Insurance Com- 
pany agrees to pay, and the Agency 
Company to accept the following 
scale of commissions. (a) On the pre- 
mium income received by the insur- 
ance company in respect of its week- 
ly branch business and monthly pay- 
ment provident branch business a 
commission of 50 per cent. of such in- 
come... That. is right?...A.—That is 
right. 

Q.—The Insurance Company em- 
ploys and pays the agents, the expen- 
diture incurred in canvassing the field 
is 150 per cent. of the gross commis- 
sions, but the Agency Company is en- 
titled to 50 per cent. of the whole? A. 
—Out of which it has to pay the ex- 
penses. 

Q.—Has to pay up to 80 per cent? 
A.—Yes, that is right. 
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Q.—‘‘(b) On the premium income in 
respect of the Provident branch poli- 
cies payable other than by monthly 
payments, commissions of 100 per cent. 
of the first year’s premiums, and 30 
per cent. of the renewals thereof. 


(c) On premium income received by 
the insurance company in respect of 
all policies in the general branch.’’ 
That is, yearly, half-yearly or quar- 
terly? A.—Yes. 


Q.—“Commissions of 90 per cent. of 
the first year’s premium, and 10 per 
cent. of the renewals thereof.”’  A.— 
Yes. 


Q.—Now if your insurance company 
ever gets into such a position that its 
premium income will be as great as 
the outgo in connection with securing 
and obtaining insurance, then these 
commissions will obtain in full vigor? 
A.—I don’t think I quite understand 
your question. 


Q.—Supposing for instance you have 
a premium income on the_ business 
mentioned in paragraph A, weekly 
branch business, and monthly payment 
Provident branch business, of $30,000 
a year, ad your expenditure in connec- 
tion with that branch are $27,000, 
there will be a profit there? A.—Yes. 


Q.—Then out of the $30,000 of prem- 
iums, the National Agency Company 
will sit down and receive $15,000? A. 

—After paying the expenses. 


MR. McLAUGHLIN: The National 
Agency Company will be liable for all 
the expenses up to 80 per cent. 


MR. SHEPLEY: If you will let the 
witness pay attention to my question, 
until I get it answered. The pre- 
mium income is to be divided in half? 
A:— Yes. 

Q.—And 50 per cent. of it paid to 
the National Agency Company? A.— 
As against the expenses which it has 
to provide. 


Q.—Certainly, in any case no mat- 
ter how much it costs to get that busi- 
ness, the National Agency Company is 
getting 20 per cent. of these commis- 
sions? A.—Yes. 


Q.—And that is clear and sure, and 
no expense against it? A.—yYes, that 
is right. 


Q.—Then there is a provision with 
respect to when these commissions are 
to be paid. Then there is a provision 
that no commission shall be paid by, 
or any liability in respect thereto, ac- 
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crue or be deemed to accrue against 
the insurance company which will re- 
sult in the surplus on policyholders 
account being reduced to an amount 
less than $100,000 as the same may be 
ascertained at the close of each year. 
What was the object of that clause? 
A.—To prevent the impairment of the 
Union Life capital at any time by the 
expenditure. 


Q.—The 10 per cent. of the million 
paid into the coffers of the Union Life 
Company was never to be impaired? 
A.—That is right. 


Q.—Was that to keep the Union Life 
Company from getting into trouble 
with the licensee? A.—No. 


QOl=What wasrit) fort eA —“So "that 
it would always be in a strong posi- 
tion in that way. A great many other 
companies have impaired their capi- 
tal in the early years and we wished 
not to. 


Q.—So that it might always have 
apparently $100,000 of unimpaired 
capitalP A.—So that it would always 
have $100,000 of unimpaired capital. 


Q.—That is you do not count the 
premiums. However, we have not 
come to the premiums yet. Then the 
usual provision for access to the books 
both ways, and a year’s notice in writ- 
ing to terminate the agreement. Then 
the Agency Company have the free use 
of such parts of the various offices as 
may be required for the purposes of 
the Agency Company. They do not 
pay any rent? A.—The Agency Com- 
pany. 

Q.—Yes. 
a month. 

Q.—There does not seem to be any 
provision in this. They are to have 
free use of such parts as they require? 
A.—They do now. 

Q.—-You think that ince has since 
that been an arrangement by which 
they do pay something for the office 
accommodation? A.—Yes. 


MR. SYMONS: Since they went in- 


to the new premises. 


MR. SHEPLEY: Then there is the 
old provision about not creating a 
partnership or quasi partnership, and 
that there is to be an expressed and 
admitted debt and not any relation 
that might be construed as a partner- 
ship. 


(At 4.45 adjourned to 10.30 on Tues- 
day the 8th day of May, 1906.) 


A.—Yes, I think it is $30 
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TWENTY-SECOND DAY. 
MORNING SESSION. 
Toronto, May 8th, 1906. 


MR. SYMONS: My learned friend 
yesterday asked me to produce the 
correspondence that led up to the 
granting of the first letters patent of 
the National Agency Company. There 
is actually no correspondence that I 
can find except one letter that I have 
here, when I wrote to Mr. Lumsden 
with reference to the name of the 
Company. I may say this that all 
the . negotiations or discussions on 
the subpect were personally between 
Mr. Lumsden and myself, naturally, 
when the question came up about, 
both as to the name of the company 
and the clause which was put at the 
end of the letters patent giving notice 
of the names of any companies for 
whom they might act as agents; 
they were settled there, and I think 
Mr. Lumsden and I framed that pro- 
vision about giving notice which 
was deemed to be perfectly reason- 
able. His idea was, if my recollec- 
tion is correct that he thought the 
Department should be kept advised 
as to what corporations the Company 
represented in these matters. 


MR. SHEPLEY: Q.—There were 
some matters we made note of yes- 
terday to inquire into, have you 
those? A.—Yes, I think so. The 
stock book is here. 

Q.—Those are the original applica- 
tions for stock? A.—yYes. Then the 
number of times, that was made up 
but has been left at the office. I 
will get that by telephone if you will 
permit me. 

After inquiry over telephone the 
witness said: ‘‘The amount of de- 
bit was $2,316, and the payment 15 
times.”’ 

MR. TILLEY: 
bit? A.—Yes. 

MR. SHEPLEY: Q.—That was 
on the transfer of the business, the 
National Agency to the Union Life? 
A.—Yes. 

Q.—What else is coming? A. 
The organization expenses, that is 
down there. (Statement produced). 

Q.—Total $4, 187. 41? A.—That is 
right. 

Q.—That is very substantially com- 
posed of commissions on the stock 
subscriptions? A.—Yes. 


The monthly de- 
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Q.—And travelling expenses in 
connection with that? A.—Yes. 

Q.—I see one person engaged in 
soliciting subscriptions got commis- 
sions to the extent of $1,307, and an- 
other to the extent of $545, another 
$500, and another $456; and the 
travelling expenses are nearly $800 
—that seems to be right? A.—Yes. 


Statement of organization expenses 


filed as Exhibit 101. 


Q.—Is that taken from this book? 
A.—Yes, this is the little cash book 
kept prior to the organization. 


Q.—This is the promoters’ cash- 
blotter? A.—Yes. 

Q.—What is this? A.—Transfer 
account A. E. Webb, that is Mr. 
Webb, the late Manager of the Union 
Bank of Canada, Quebec. 


Q.—What does transfer account 
mean ? A.—He subscribed for 100 
shares of stock and used his influence 
in the City of Quebec for getting 
other subscriptions of stock, and he 
transferred to us $7,000 Port Hood 
Coal Company bonds and $5,000 Que- 
bec Railway, Light & Power bonds, 
and this $500 is the amount that was 
allowed him in consideration of that 
transfer. 


Q.—That was a sort of commis- 
sion ? A.—Yes. He used his in- 
fluence down there for us. 

Q.—Let us see what is the nature 
of this book, is it your writing? A. 
——1. think’s0, ‘Most. .of it. 

Q.—What is that first item of $200? 
A.—That is suhscriber paid on ac- 
count of subscription for stock. 

Q.—That is a subscriber for stock 
who took 20 shares and paid $200 on 
account? A.—Yes. 

Q.—A gvod manv of these are of 
that nature? A.—Yes. 

Q.—Whenever you see the letters 
‘“‘Sh”? for shares? A.—Yes. 

Q.—What does ‘‘Bal’’? stand for? 
A.—That is balance. 

Q.—‘‘Exchange,”’ that is on cheq- 
ues received from subscribers, I sup- 
pose? A.—Yes. 

Q.—Advance for expenses, Plum- 
mer, travelling expenses; is that 
printing account? A.—Yes. 

Q.—Generally speaking we have 
the nature of this; this does not seem 
to have dates in it? A.—That was 
just a preliminary blotter. 

Q.—You kept it yourself? Ara 
Yes. 

Q.—You do not seem to have 
thought it necessary to insert any 


Union Life Ins. Co. 
(H. Poilman Evans, ex’d) 


dates? A.—It was all turned over 
to the auditor when he made out his 
statement. 

Q.—Before coming to the later 
day, and for the purpose of inquiry, 
the short glances I have had at these 
original subscriptions for stock would 
lead to the inference that you issued 
65 shares only at par at the begin- 
ning? A.—I do not remember the 
number. 

Q.—It was a small number? A.— 
Yes, comparatively small. 

_ Q.—I am speaking now of the Nat- 
ional Agéney? A.—Yes. 


Q.—These applications all seem to 
be dated in January, 1901? A.—Yes. 

Q.—That was before your charter 
was obtained, your charter not having 
been obtained till the following June? 
A.—No, January. 


Q.—And this was in January; I see 
that in March you had a different form 
of application prepared calling for a 
premium of 25 per cent. on the capital 
Stogkri, A’ Yes. 

Q.—Will you tell me in what lock 
the resolution will be found which au- 
thorizes that? A.—I should think it 
would be in the minutes. 

Q.—There are three sets of minutes, 
which set would it be in? A.—TI think 
it would be in the directors’ first min- 
utes; Mr. Symons could speak with 
more authority than I could on that. 


Q.—These are the Directors’ min- 
utes, can you find out yourself quick- 
ly—there must have been one before 
it, because this is September, 1901, 
and this subscription is in March? 
A.—This book appears to begin right 
at the annual meeting. 

Q.—The other one we have not got? 
A.—I do not know of any other ex- 
cept this one. 

Q.—Did not the directors keep any 
other minute book than this? A.—I 
don’t know; Mr. Symons could tell 
you about that. I did not keep the 
minutes, not altogether. 

Q.—Do you say, then, as far as 
your knowledge is concerned this is the 
fivst minute book you know of? A.— 
Yes, I can say that definitely. 

Q.—You are not able to tell me, I 
u-derstand you to say, on what au- 
thority the 25 per cent. premium was 
called for in the month of March, 
1901? A.—No, I cannot. 

Q.—Then did you subsequently alter 
the rate of premium? A.—Yes. 

Q.—Under what circumstances was 
that done? A.—That was a resolu- 


_ tion of the Board, I believe. 
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Q.—Do-you happen to remember 
when that was? A.—I think it was 
some time the latter part of 1902, but 
I am not sure as to that. , 


Q.—I will show you a subscription 
or two so that your attention is called 
to it; you have, commencing here at 
page 46 of this book, another printed 
form of application calling for a pre- 
mium of 50 per cent? A.—Yes, that 
would come under the resolution JI 
spoke of. 


Q.—Was that adhered to while it 
was in force, or were some of the peo- 
ple fortunate enough to get off with 
a less premium? A.—Only those who 
subscribed originally at a different 
rate. 

.Q—Do you think so? A.—Yes. 


Q.—I show you some here at 30 per 
cent? A.—I can explain about that. 
The first subscription was made 25 per 
cent. called up, subsequently different 
calls were made of 25 per cent., mak- 
ing in all, bringing the entire stock to 
a fully paid basis. During the mak- 
ing of those calls there were many 
shareholders who were unable to pay 
the balance of their subscription, and 
rather than cause them ‘to forfeit 
their shares, which they would have 
to do if we forced them to pay, we 
allowed them to transfer some of their 
stock away at such price as we could 
get for it, and you will notice these 
blanks read 


Q.—This is a blank that read 50 per 
cent., and that fifty is struck out and 
thirtv put in? A.—Well, that was 
transferred. 


Q.—There is another fifty struck out 
and, thirty put. A.—L: do. not 
remember that. Probably those men 
had the right to come in at 125, and 
there were none of the old blanks to 
be had and the new ones were used. 

Q.—But they do not come in at 25, 
they come in at 30? A.—TI cannot ex- 
vlain that except they were transfers: 
T think that is what they are. 

\Q.—They look like subscriptions? 
A.—If you will allow me to find an- 
other form—there is the form, it re- 
quests us to allot or transfer to them 
(refers to form on page 177). 


Q.—Now does that explain the entry. 


of the other man who gets it at a pre- 
mivm of thirty? A.—It would de- 
pend on whatever the man who was 
sel'ing was willing to take for his 
stock. 

Q.—What do you mean? A.—A 
man might have paid 125 for the stock 
and wished to dispose of it, and not 
being able to pay up the balance of 
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his calls he would take 130 or 1385, or 
whatever he could get. 


Q.—Wou'd you know about that? 
A.—In some cases, because we wished 
to assist the shareholders as much as 
possible so that they would not for- 
feit their shares; otherwise if we had 
forced the collection of the subsequent 
calls they would have forfeited their 
shares altogether. 

Q.—I can understand all that re- 
sulting in your getting a transfer from 
some shareholders to a person who 
applied to you as this person did, but 
I cannot understand how that applies 
to applications to have stock allotted 
followed by an _ allotment? A.—It 
probably shovld have been taken on 
this application. Probably the agent 
who took the application did not have 
one of those with him. 


Q.—Do you say that as a matter of 
fact or just reasoning it out in your 
mind? A.—Reasoning it out, because 
I cannot tell whether he had the other 
form with him or not. 


Q.—You say the company did not 
consciously issue stock at a premium 
of 30? A.—No. 


Q.—You were getting uniformly 25 
while the 25 period continued, and 
when the 50 period was on you were 
uniformly getting 50? A.—Yes. 

Q.—With the exception you have 
told me? A.—With the exception of 
those who came in originally had the 
right to subscribe at the original rate. 


Q.—I found a trace of that last 
night, and that was said to be just- 
ified under a minute of the 22nd 
August, 1901; see whether that is the 
minute we were speaking of yester- 
day when you were in the box. (Min- 
ute in book of National Agency Com- 
pany)? A.—I do not see it’ under that 
date. . 

Q.—I call your attention to page 
388 of the Executive minute book, 
where this entry occurs, 20th Octo- 
ber, 1902 (Reads minute beginning 
with the words ‘‘Application follow- 
ing for shares’? down to the words 
“with payments as shown were ac- 
cepted and allotments made accord- 
ingly’)? A.—Is there an Executive 
minute on that date? It is not in the 
Directors’ minute. ud Ye 

Q.—We will see whether it is here 
(in the Executive minutes)? A.—I see 
nothing there. Is the Shareholders 
minute book there? 

MR. TILLEY: Yes. Perhaps this 
is the resolution on the 22nd August, 
1901. 
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MR. SHEPLEY: Is that the resolu- 
tion? A.—TI think so. 

Q.—That is the one we did read yes- 
terday afternoon? A.—I think so. 


Q.—That refers to the new issue of 
stock when authorized by letters patent 
‘Shall after providing for the appl- 
cations now in hand,” etc. (Reads min- 
ute on page 17 of shareholders’ minute 
book, of the National Agency).—that is 
the resolution you think is referred to, 
on the 22nd August, 1901? A.—Yes. 


Q.—On the 20th October, 1902, you 
see the three gentlemen named here, 
who are all directors, get stock at par 
by virtue of that resolution? A.— 
Yes. 

Q.—Did you ever hear of any 
month’s notice being given to these 
gentlemen? A.—I don’t remember. 


Q.—Of course the Board of the 
National Agency was in control, or 
the Executive Committee in control 
while that Executive minute was being 
made. Just give me in outline a con- 
crete instance—I don’t mean the case 
of A or B, or John Smith or Thomas 
Jones in that sense, but I want you 
to assume that a shareholder is in the 
position that you spoke of a moment 
ago—supposing I were a shareholder, 
I came to you and I said ‘‘I am not able 
to pay these calls, and I don’t want my 
stock forfeited,’’ go through the trans- 
action with me and show me what you 
would do? A.—We would advise one 
of our agents in the field who are sell- 
ing stock that there was stock to be 
sold, some gentleman could not pay, 
and he would take an application on 
one of these regular forms, and the 
stock would be transferred to the new 
subscriber. 

Q.—Give me figures—supposing T 
were the shareholder, and I would) say 
I want at the rate of 125 for what I 
hold, that is what I have had to pay 
you? A.—The stock would be sold at 
125 to some other subscriber, and the 
original subscriber would be relieved to 
the extent of the number of shares 
that were transferred to the second 
subscriber. 

Q.—Some part of this time you were 
issuing stock at a premium of 50? 
A.—Yes. 

Q.—Supposing I were willing to take 
125 what would you do? A.—We would 
sell it for 125 for the subscriber. 

Q.—Supposing you got an original 
application from the purchaser at 150? 
A.—I do not quite grasp what you 
mean. 

Q.—Supposing I were to get at the 
rate of 125 and you had a subscrip- 
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tion from your ‘purchaser at 150? A. 

—We would allot that new stock. 
Q.—What would you get? A.—I 

woud get the premium, 50 per cent. 


Q.—You told me a while ago that a 
case I pointed out to you here of 130 
might possibly be the case—you said 
you were reasoning, but you gave that 
answer—might possibly be the case 
where the wrong form was. used; I 
want you to take that case, supposing a 
wrong form was used, and the pur- 
chaser offered 130, what would you do? 
A.—We would credit the original 
shareholder with the difference between 
what he paid and what he received. 


Q.—You say the original subscriber 
would get the benefit of the whole 
thing? A.—Yes. 

Q.—No charge for the services of 
your agent? A.—Yes; that would be 
deducted of course. 

Q.—Your agent would get a commis- 
sion upon that? A.—Yes, it would be 
charged to the original shareholder. 

Q.—Was there a very substantial 
number of those transactions of which 
you speak? <A.—Yes, quite a large 
number. 

Q.—Running to perhaps how many 
shares? A.—I don’t think I could 
answer that question, but certainly 
quite a large number. 


Q.—Do you mean as much as a, thous- 
and shares? A.—Yes, it might be as 
many as a thousand shares. 

Q.—Can those transactions with 
time and labor on the part of some- 
body be collected from the books you 
have kept? A.—I should think they 
could. 

Q.—I showed you yesterday, you 
having first produced it, this letter 
from the accident assurance company 
with which you had the contract of 
agency? A.—Yes. 

Q.—I pointed out to you that this 
was written more than a year after 
your contract? ' A.—Yes. 

Q.—And that in it the accident com- 
pany complains you have not made 
any attempt to carry out your agree- 
ment? A.—Yes. 

Q.—And you showed me some few 
transactions upon a page of the book 
we were. looking at yesterday? A.— 
Yes. 

Q.—Trifling in amount, less than 
$400 altogether? A.—Yes. 

Q.—And there is a suggestion that 
the matter shall be settled between 
your company and the accident com- 
pany by your paying $140 to reim- 
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burse the actual outlay that they were 
at in preparing to carry out the agree- 
ment? A.—Yes. 


Q.—What was done with regard to 
that? A.—I don’t think we made any 
payment, except it may have _ been 
enough to reimburse them for part of 
their loss in printing of policy forms 
and things like that. I cannot say 
what the amount is, but 1t was not that 
amount, I know. 

Q.—You did make them a payment 
intended to reimburse them for ex- 
penses they had been at in printing 
forms? 

MR. SYMONS: There was no pay- 
ment. We did not recognize liabil- 
ity. 

A.—I don’t know whether we fin- 
ally decided to pay or not. I was not 
there. 

MR. SHEPLEY: Very likely Mr. 
Symons is entirely right. I am not 
saying a word to the contrary of that. 
That at all events was the end of your 
dealing with the Accident Company? 
A.—Yes. 

Q.—Then after you formed the 
Union Life and became the proprietor 
of a life insurance company, we have 
seen the agreements that were made, 
and you have told me that the Union 
Life went on doing the business, ap- 
pointing and paying agents, and so 
on, and at the end of that year, 1902, 
you made a return to the Government, 
‘hat is the Union Life Company made 
a return to the Government? A.— 
Yes. 

Q.—And can you remember now 
whether the return as you made it was 
in the form in which it appears in the 
blue book? A.—It was in the form 
provided by the Government. 

Q.—Were the cpntents of it the 
same as the contents of the blue book, 
or was there some alteration made at 
the instance of the Government after 
he inspection? A.—I don’t recollect 
of any. 

Q.—That. sometimes happens, Mr. 
Fitzgerald told us, in the case of some 
of these companies? A.—Yes, I don’t 
remember that there was any change 
made in ours. 


Q.—Then with respect to this Gov- 
ernment statement; the first statement 
is as to the capital, $1,000,000 author- 
ized and subscribed for; paid up in 
cash, $100,000. That you have told 
us about already? A.—Yes, that is 
correct. 

Q.—When the Union Life com- 
menced business after its incorpora- 
tion, the only money it had to carry 
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on business with of course was that 
$100,000? A.—That is so. 

Q.—Had no other assets? A.— 
None. 

Q.—That $100,000 paid up upon the 
stock, all of which had come from the 
National Agency Company as you have 
told me, was the total available pro- 
perty of the Union Life for carrying 
on its operations? A.—yYes, outside 
of the premium ‘paid in. 


Q.—I am coming to that. I am 
Saying that when you commenced 
business that was all you had? A.— 
We had the premium simultaneously 
with the capital. ' 

Q.—The five per cent? A.—yYes. 

Q.—Did everybody pay the five per 
cent? A.—Yes. 

Q.—Everybody being the National 
Agency. Whereabouts in this state- 
ment is that premium shown? A.— 
There, premium on capital stock. 

Q.—No, that is not it? A.—That 
is the second year. though. Premium 
on capital stock, $70,000. 

Q.—How did it come to be $70.- 
000? A.—That was the amount paid 
in by the 31st of December as prem- 
ium. There was another call of 2 per 
cent. made. 

Q.—Were there two calls, of 5 and 
2? A.—There must have been one of 
5 and one of some larger amount, of 
which at least two per cent. was paid 
in before the end of the year. 

Q.—There was no call unon the cap- 
ital stock as such? A.—WNo. 

Q.—Any call that was made upon 
the National Agency Company in re- 
spect of this stock in the Union was 
in the nature of premium? A.—After 
the first $100 000. 

Q.—Now that $100,000 is shown 
there, and you point me to this $70,- 
000 shown in the income? A.—Yes. 

Q.—As premium on the capital 
stock. Now I want you to point: me 
in the minutes, perhaps you can find 
it for me more quickly? A.—dAs to 
that premium ? 

Q.—Yes? A.—This is the first one. 

Q.—The date of that ? A.—I think 
this would cover it. 


Q.—This is by-law 16a, that the 
Directors may make calls from time’ 
to time on stock premium account; 
should any part of such premium re- 
main unpaid either in connection with 
or free from any call or calls upon 
the unpaid subscribed stock of the 
company. Provided. however, that no 
separate or joint call as herein con- 
templated shall exceed 10 per cent. 
upon the amount of the subscribed 
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stock as the same may then be from 
time to time. And provided that the 
Directors may in their discretion ac- 
cept from the shareholders voluntary 
payments. Pages 13 and 14 of the 
Board minute book of the Union Life. 
That of coursé does not indicate a 


call; it Just gives authority to make a 
callP A.—Yes. 


Q.—Do you think there was ever 
anything more than what you have 
pointed me to on the other page on 
the 4th of June, which was apparent- 
ly a subscription of a portion of the 
stock which the National Agency 
afterwards took at the premium of 5 
per cent.; don’t you think it just 
worked itself out that when the whole 
stock was taken by the National 
Agency that the five per cent. prem- 
ium was applied to that, so to speak 
mechanically, automatically, without 
any special resolution? A.—No, there 
was a resolution, I think, for every 
call on premium. 

Q.—I tell you that because on the 
29th of December, 1902, there is a 
clear direction for the call of two per 
cent? A.—Yes, I think that was made 
in every case. 

MR. SYMONS: I think you will 
find the original agreement between 
the two companies provides for the 
first payment of five per cent. 

.MR. SHEPLEY: That is quite true, 
but at that time the resolution is one 
thing and the minutes another. The 
resolution would assist the theory that 
it was done automatically. ‘‘That a 
supplementary call on the 29th of De- 
cember on premium account of 2 per 
cent. on the capital stock of this com- 
pany, being equal to 20 per cent. of 
the paidup capital, be and is hereby 
made, to be payable immediately.’’ 
That was carried? A.—That would 
accov-nt for the $70,000. 

Q.—That is at pages 9 and 10 of the 
Executive Minute book of the Union 
Life. Now we will come back to this 
statement, which indicates that the 
shareholders of the Union Life—the 
shareholders being the National 
Acency Company—had put up $100.- 
000, being 10 per cent. upon the stock 
and $70,000, being a premium of 7 
per cent. upon the stock? A.—Cor- 
rect. : 

Q.—That is what the account would 
ind‘cate. Now can you remember in 
what shape that money or any of it 
came into the actual possession of the 
Union Life? A.—It was paid in by 
cheque. 

Q.—By cheque of what? A.—The 
National Agency Company, I think. 


Union Life Ins. Co. 
(H. Pollman Evans, ex’d) 
(W. H. Carrie, ex’d) 


Q.—And of course this $20,000 at 
least was not paid in until just the 
end of the yearP A.—Yes. 

Q.—Would you say the same with 
regard to the $50,000? #A.—Yes, 
I think so. I think it would probab- 
ly be included in the original pay- 
ment in connection with the capital. 

Q.—Then you say it was different? 
A.—It might have all been together. 
I don’t remember the circumstances 
now. It was probably altogether in 
connection with the $100,000 pay- 
ment on capital account. 

Q.—That you are not clear about? 
A.—No, I am not. 

Q.—Is there any way in which you 
could ascertain that? Could you if 
you had your cash book here? A.— 
I should think so. 

Q.—Is your cash book here? A.— 
I think it is. It was sent for. 

Q.—Have your cashier come here 
with it if he will be so good?, A.— 
He is coming. 

Q.—Now this is the cash book of 
the Union Life for 1902? A.—Yes. 


MR. CARRIE (Cashier): There 
was a payment-of $25,000 paid on the 
5th of June, and also a payment on 
the 9th of June, $10,000. On the 
23rd a payment of $7,000, and on the 
24th a payment of $7,500, making a 
total of $62,501.75. 

Q.—That is ten per cent upon the 
6,250 shares of stock that we saw 
yesterday? A.—Yes. 

MR. CARRIE: That was divided 
in the capital account and into the 
premium on that capital. 

Q.—That was divided to capital 
and premium? A.—I think that 
was all on capital. 

Q.—Here it is manifestly; $20,- 
833.34, was put to premium, and 
$41,666 to stock? A.—Yes. 

Q.—That is, one-third of it was 
put to the premium and _ two-thirds 
to the stock. That would not seem 
to be quite proper, would it Mr. 
Evans, in view of the fact that your 
charter required ten per cent to be 
paid up absolutely? A.—Well, but 
that was in June, and there have 
been some subsequent payments. 

Q.—We will get to the subsequent 
payments then. A.—There is one on 
August 30th. 

Q.—August 30th, National Agency 
Company, stock, $5,000 paid, of 
which in the same way one-third was 
put to premium and two-thirds to 
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stock. A.—There should have been 
something before that should there 
not? 

MR. CARRIE: That might just 
have been the division at the time. 
If we turn up the sth ke account 
in the ledger. 


Q.—I would rather build up from 
this if we can. It must be in the 
cash book if there was any cash book 
passed you know. Do you find any 
more payments on account of stock 
than the original $62,500 on the $5,- 
000 in August? A.—I think you 
will find that in the journal. 


Q.—Do you find it in the cash 
book? 

MR. CARRIE: Not in thé cash 
book; you find the $62,000 in the 
cash, and the other in the journal. 

Q.—The $62,000 and the $5,000 
both appear in the cash book. Then 
does the money received on the two 
per cent. call appear in the cash 
book ? 

MR. CARRIE: 
erasures there in the stock and pre- 
mium account. I think that was put 
through as a matter of bookeeping to 
adjust and work with the journal 
entries made in June, 1902, the 
amount credited from the Union Life 
to the National Agency in the trans- 
fer. 

Q.—Not finding any cash in this 
cash book paid by the National 
Agency to the Union Life Company 
during the year 1902, beyond the or- 
iginal $62,500, and a subsequent $5,- 
000, was there any actual cash paid? 
A.—There must have been. 


Q.—How could you have cash paid 
and not- appearing in your cash book? 


MR. CARRIE: £Here is another 
$2,000 here. 


Q.—That is interest on Sault 
bonds? A.—It must have been put 
through the journal. I don’t know. 
I don’t keep the books. 


Q.—Then you are not a bookkeeper 
and do not know how the books are 
kept? A.—No. 

Q.—You understand, like every 
business man, the object of a cash 
book? A.—Certainly. 

Q.—And if any money was. re- 
ceived it ought to appear in the cash 
book? A.—Yes. 

Q.—And if you do not find it in 
the cash book, prima facie it was not 
received? A.—That might be the in- 
ference, but I don’t think it would 
be correct in this case. 
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Q.—So much for the cash book 
entry. We have, then, so far as that 
book is concerned, $67,500 passing 
out of that $170,000 and no more. 
Then if you were carrying on your 
transactions normally, what other 
book would throw light upon the 
passing of cash, the bank book? A. 
—I should think so. 

Qi—Is)' that) shere?, vA.s4I (don’t 
know. 

MR. CARRIE: No, the bank book 
is not here. 

Q.—Then just make a note of the 
bank book. We must have that. 

Q.—Now if you have the ledger here 
we will look at the ledger, and you 
may as well bring the journal too; 
we will see what the entries are in 
those books. Is there anything in 
the ledger to help us at all? What is 
this first page? 

MR. CARRIE: That is the allot- 
ment of stock. 

QO This” then,” 18)" the. journars 
Show me entries corresponding to the 
cash book in this. 

MR. CARRIE: Here are a num- 
ber. 

MR. SHEPLEY: I think it would 
be convenient that this gentleman 
should be sworn contemporaneously, 
because I am anxious that Mr. Evans 
should have his assistance, but it is 
better that he should be on oath. 
It probably will expedite matters 
very much. 

JUDGE MacTAVISH: There can be 
no objection to the witnesses giving 
their evidence contemporaneously. 


WILLIAM H. CARRIE, sworn. 

(Mr. Carrie answers until a chance 
is indicated.) 

MR. SHEPLEY: The first thing to 
be observed seems to be that there are 
no June entries in this journal at all; 
you commence with the 19th of July. 
Is there any entry on page 3 where 
the entries begin, with regard to pay- 
ments by the National Agency on 
account of a capital stock? A.—There 
is one here on account of premium. } 

Q.—$16,670.83? A.—Yes. 

Q.—Does that appear in the cash 
book? A.—The journal entry, no. 

Q.—Now of course that item $16,- 
670.83 in the journal, ‘‘Sundries to 
premium”’ is one-third of $50,000? A. 
—That is) right. 

Q.—And that indicates in the 
journal that premiums to that extent 
were received. What are these other 
matters above? A.—Those are the 
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credits going forward to the National 
Agency holding and the Directors 
individually. To the capital account 
and the Directors individually. 

Q.—Is that the 10 per cent. on their 
holdings of stock? A.—That is ten 
per cent. of the holdings of the individ- 
uals, yes. And a balance in adjust- 
ment to the credit of the National 
Agency capital account. 

Q.—If I understand the significance 
of these entries it means that 10 per 
cent. or $250 was being alleged to 
have been received from each o1 these 
individual Directors? 


MR. EVANS: Yes, it was received 

Q.—We will come to that in a mom- 
ent. I am speaking of this entry, this 
entry -alleges that it was received and 
it alleges that besides that, of includ- 
ing that rather $50,000 was received 
altogether from the National Agency? 


(Mr. Evans answers until a change 
is indicated.) 

Q.—And that is adjusted $16,000, 
one-third of it to premiums and two- 
thirds of it to payments upon _ the 
stock? A.—I think so, yes, that is 
right. 

Q.—Then when we add to that, so 
as to have it in its proper order, that 
that entry does not appear anywhere 
in the cash book, we seem to have ex- 
hausted that for the present. I under- 
stand you to say that this money was 
in fact paid, do you Mr. Evans? A.— 
Yes. 

Q.—If it was paid it will appear in 
your bank books of course? A.—Yes. 

Q.—Is there any other entry in this 
journal bearing upon this’ subject? 
Will you please look, Mr. Carrie, and 
see if there is any other entry during 
1902 is all I am concerned with at the 
moment, bearing upon this subject of 
payment, either on account of stock, or 
premiums upon stock. 


(Mr. Carrie answers until a change 
is indicated.) A.—Yes, there is an 
item here, amount of bills receivable. 


Q:—The item is on page 4. What is 
the date of that? A.—It is not dated 
there, but we have a date in the ledger. 
It is dated probably following on after 
July. 

Q.—‘‘Amount in bills receivable to be 
credited to capital account, this 
amount having been credited to the 
shareholders from bills receivable book 
National Agency Company, $21,- 
658.33.’’ Now what does that indicate? 
A. Phat) is )..a) tote .crveny * by éthe 
National Agency Company to the 
Union Life; a promise to pay and 
perented, 
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Q.—Let us have the bills receivable 
book if it is here? A.—No, it is not 
here. 

Q.—Make-a note of that please. 
Both bill books. Were you _ in the 
employ of the company at that time 
Mr. Carrie? A.—Yes sir. 


Q.—Are these your entries? A.— 
They are. 


Q.—Where did you get instructions 
to make these entries? A.—I_ got 
them from the executive. - Possibly 
from the Secretary of the company, 
Mr. Evans. 


Q.—Do you remember? A.—No, I 
have no regollection of getting the 
instructions. 


Q.—Now I call your attention to 
this $31,591.67. That seems to be the 
same amount that is on page 3, to the 
National Agency Company. Is it the 
same amount? A.—That is the same 
amount? 

Q.—Intended to be the same thing? 
A.—Yes. 

Q.—Well then, the seven $250’s 
appearing on page 4, are they the 
same seven $250’s that appear on page 
or ) Ai Yes. 

Q.—Were they paid in connection 
with this $21,658.83? There is no 
corresponding entry in respect of the 
individual shareholder? A.—WNo. 

Q.—Now Mr. Carrie, I ask you, did 
you ever see that money, $21,658.33 
except in the shape of the bill receiv- 
able? A.—In no other shape. It was 
afterwards paid off from my recollec- 
tion. 

Q.—You never saw it in any other 
shape? A.—wNo. 

Q.—Is there any other entry in 
1902 relating to this subject? A.— 
Not from those pages; I cannot see 
any. 

Q.—Is there in December? A.—No, 
these are just journal entries adjusting 
the accounts at the end of the year. 

Q.—Now the ledger? A.—The stock 
ledger is not here. Mr. Glover has 
that at the office. 

Q.—Mr. Glover is working at that 
down there. Now we shall perhaps 
want you again. You need not go very 
far away Mr. Carrie. I will come back 
to Mr. Evans again. Taking again 
your return to the Government we find 
a statement of assets. 

(Mr. Evans answers until a change 
is indicated.) A.—Yes. 


Q.—You have loans secured by bonds, 
stock, or other marketable collaterals 
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$5,600. Then you have certain other 
bonds amounting to $59,653.43? A.— 
Yes. 

Q.—Then you have, cash in the 
banks, $27,164; bills receivable, $2,- 
831.14. I do not see the bills receiv- 
able that appear in your journal 
there? A.—I don’t know what that 
would be. 

Q.—Is that the place where you 
would find it? A.—I should think 
so. 

Q.—If it were in existence? A.— 
Yes. 

Q.—What bills receivable are in- 
cluded) vine: this:. $2,831.14 Pais AF 
couldn’t tell you. 

Q.—Is there any way we can find 
that ont? A.—It ought to be in the 
journal. 

Q.—If it is, probably Mr. Carrie 
can find it forme. Mr. Carrie, if you 
will come here again and find me in 
the year 1902 what makes up this item 
in the Government statement, bills 
receivable, $2,831.14? 

MR, CARRIE: May I take the 
ledger? (Turns to an entry.) 

Q.—That seems to have been a de- 
mand note of the National Agency 
Company, $2,831.14. Now what was 
that for? Where can you find that? 
Is there any book here that will en- 
able you to analyze that and tell us 
what that was for? 

MR. CARRIE: The National 
Agency gave a note and assumed all 
the expenditures in regard to the 
outgo of printing and supplies. 

Q.—Then that is for printing and 
supplies? 

MR. CARRIE: Yes. 

{).—That is something which the 
National Agency Company was to pay 
you for, printing and supplies, and 
has nothing to do with capital stock? 

MR. CARRIE: Nothing to do with 
cap tal stock. 

Q.—Then the agents’ ledger bal- 
ances we need not bother about. The 
cash with the North American Life, 
that is the reserve? 


MR. EVANS: Yes. 


Q.—That makes a total of ledger 
assets $111 000 odd, to which are add- 
‘d office fixtures and certain interest 
due and accruing, and outstanding 
and deferred premiums, bringing the 
total up to $118,475? A.—Yes. 

Q.—Now that is a statement of the 
assets of the company. Now your lia- 
bilities; $11.171 seems to be the re- 
serve? A.—Yes. 

Q.—That is in addition to your 
asset of reserve up here? A.—No, 
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not in addition, that is the reserve of 
the business. 

Q.—On the whole of the business? 
A.—Yes. . 

Q.—Against that you put as an asset 
the $11,000 difference? A.—Yes. 

Q.—$11,078. Then, ‘‘due on ac- 
count of general expenses,’’ what is 
that? A.—Oh. bills unpaid at the end 
of the year, I suppuse. I don’t re- 
member what they were. 

Q.—Can you show me that from the 
journal, Mr. Carrie? 

MR. EVANS: Those items appear 
in there yet, I think. 

MR. CARRIE: Outstanding ac- 
counts do not appear in the books. 

Q.—Not as a single item? 

MR. EVANS: No. 

Q.—The total liabilities are put at 
$113,544. Those two items added to 
that amount, and that taken from 
$118.475, leaves a surplus on _policy- 
ho'ders’ account of $105,469.56? A.— 
That is correct. 

Q.—And beneath that you have put 
capital stock paid up, $100,000, the 
result being that the company ap- 
pears to be $5,469.56 to the good in 
assets over liabilities, the capital stock 
being entirely unimpaired? A.—Yes. 

Q.—Then we take the account for 
income, and expenditure. First you 
have the cash received for premiums, 
that is for insuring people? A.—Yes. 

Q.—Then interest and dividends, 
$1,640.56: Is that in respect of your 
investments? A.—Yes. 

Q.—Then we have the item, prem- 
ium on capital stock, $70,000? A.— 
Yes. 

Q.—That is the premium of which 
you have been telling me, upon your 
own stock? A.—Yes. 

Q.—As to which we have exhausted 
the cash book and journal only; mak- 
ing a total of $84,769, to which is 
added the ten per cent. on the capital 
stock, $100,000, making a total of 
$184,769.99? A.—Yes. 

Q.—Then you have paid out $73,- 
709.81 altogether? A.—Yes. 

Q.—Of which $61,944 was in com- 
missions, salaries, and other expenses 
of officials? A.—Yes. 

Q.—Would that include the commis- 
sions that you put to the National 
Agency? A.—Yes. 

Q.—Now. of course it must be 
man fest, must it not, that if you ex- 
clude that $70,000 from consideration, 
or if you exclude all of it except the 
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$5,000 and the $62,500, which are 
found in the cash book, if you exclude 
all of it except those two sums from 
that, and the $100,000 of capital stock 
paid up, that there was no profit upon 
the year’s business? A.—There cer- 
tainly would not be. There would not 
ba expected to be. 


Q@.—And your capital would be very 
considerably impaired? A.—Yes. 

Q.—Can you remember, Mr. Evans, 
because 1t is a matter that one would 
think you would remember about, in 
what shape on the 8lst of December 
any application from the National 
Agency to you on account of their pay- 
ment on calls or payment on premiums, 
what shape any such application was 
in? A.—No, I cannot. 

Q.—Even generally? A.—No. 
Everything was paid up according to 
the returns. 

Q@.—According to the returns every- 
thing was paid up, but I am asking 
you whether you can say in what 
shape? A.—I don’t think I quite 
understand your question. 

Q.—You do not think you under- 
stand the question? A.—No. 

Q.—In what shape was any obliga- 
tion which the National Agency Com- 
pany was under to you in respect of 
their calls on stock, or premium on 
stock on the 3lst of December, 1902? 
A.—They were all paid up. 

Q.—That is it had all been put into 
the shape of money? A.—Yes. 

Q.—And that can be made to appear 
I suppose when we get your’ bank 
books? A.—I should think so. It was 
all gone over by Mr. Blackadar and 
Mr. Fitzgerald and they were appar- 
ently satisfied. 

Q.—Then I want to ask you about 
the policies for that year, so as not to 
go back to this again. How many new 
policies according to the Government 
return? A.—7,984. 

Q.—What was the total number of 
policies in force at the beginning of 
the Union Life’s operations? A.— 
None. 

Q.—In that 7,984 is there included 
in that what you took over from the 
North American? <A.—No. 5,806 is 
that. 

Q.—Then that would be perhaps 
what you had to begin with, the 5,806? 
A.—Yes. 

Q.—You got 7,984 during the year? 
A.—Yes. 

Q.—And what was in force at the 
end of the year? A.—10,367. 

Q.—Now we.come to 1903, you had 
increased your. securities somewhat 
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among the assets? A.—No doubt, I 
don’t remember now. 

Q.—You had added Dominion Perm- 
anent Loan Company’s stock $4,500, 
and Birkbeck investment stock $1,000, 
and Colonial investment $500? A.— 
Yes. 

Q.—Raising the total to $65,608? A. 
—Yes. 

Q.—Then you had bills receivable 
$6,025? A.—Yes. 

Q.—Will you please tell me what 
that was? A.—Can you get that Mr. 
Carrie? 

(Mr. Carrie answers until a change 
is indicated?) A.—What year is that, 
1904 P 

Q.—At the end of 1908. What. is 
this, $525, organization expenses? A. 
—Yes. 

Q.—That means what? A.—Travell- 
ing expenses. ‘ 

MR. EVANS: Legal expenses in 
getting the charter. | 

Q.—Whose bill was it you had in the 
bills receivable? 


MR. EVANS: The Union Life. 


MR. CARRIE: On December 31st 
the National Agency had given the 
Union Life a note for $9,500. They 
paid off $4,000, and left a balance of 
$5,500. 

Q.—Let us see if you really mean 
that?: A.—On the 31st of December, 
1908, the National Agency Company 
had given a demand note for $9,500? 
A.—That is right. 

Q.—What was that on account of? 
A.—Capital stock account. 

Q.—And of that $4,000 was paid on 
the same date, because the dates are 
all the 3lst of December? A.—I think 
that note was given in 1902. I will 
look at the journal. 

Q.—What do you say, can you 
explain those items? A.—If I had my 
stock ledger here I could possibly more 
readily, but the ledger account is not 
in detail, it is not given fully. 

Q.—At all events there are three 
items at page 180 of this Union Life 
Ledger, all dated the 3lst December, 
1903, one on the debit side for $9,500, 
National Agency demand, and two on 
the other side, both of the same date, 
National Agency stock, $5,000, balance, 
$5,500. And that $5,500 you say 1s 
part of this $6,025? 

MR. EVANS: Yes, I think so. 

Q.—Then you say the other is the 
$525 shown at page 100 under the 
name organization expenses? A.—Yes. 


540 ROYAL COMMISSION ON 


22nd day, May 8th, 1906. 


Q.—Now whose bill receivable did 
you hold for that $525? 

MR. EVANS: I think that was 
included in the National Agency note 
wasn’t it? 

MR. CARRIE: Those reports made 
to the Department are not made in as 
full detail; the figures are rather 
grouped. 

Q.—I understand the grouping, you 
have explained that, but I have come 
to this analysis, and I find $545, and 
I want to know whose bill receivable 
that was, who had given you a promis- 
sory note for $525. 

(Mr. Carrie continues to answer.) 
A.—It may have been reported under 
bills receivable, but actually there 
might not have been any note given. 
It may have been bulked with the 
other item to abbreviate the state- 
ment. 

Q.—In what sense was it an asset, 
whether is was a note or not? A.— 
Because they were carrying it as an 
organization expense, and they were 
entitled to do so. 

Q.—Was it money paid out by the 
Union Life? A.—Yes. 

Q.—Was the Union Life entitled to 
get it back from anybody else? A.— 
Under the provisions and customs of 
the Department they are entitled to 
carry it as an asset, and they carried 
it in their assets. 

Q.—Are they entitled to ever get it 
back from anybody else? A.—They 
would be. 

Q.—From whom? 
value of the business. 

Q.—And in that sense you say it is 
an asset. Very well, we will pass on 
from that. So far as you can tell, 
there was no promissory note or bill 
receivable about it? A.—No. I micht 
say, those were all gone into by the 
Department at the time. 

Q.—I dare say. Then we have the 
cash with the North American Life, 
$11,078.63. That is the reserve again? 

MR. EVANS: Yes. 


Q.—Then what is this: North Ain- 
erican, interest account, $728.70? 

(Mr. Evans continues to answer.) 
A.—That would be interest due on 
that reserve which they credited to us 
and not paid over in cash. 


Q.—Then we have interest, office 
furniture, deferred premiums, brine- 
ing up the total of assets to $126,- 
018.97? A.—Yes, that is right. 

Q.—Then your liabilities are shown 
as the reserve, $22,850; due on ac- 
count of general expenses, a small 
sum, premiums paid in advance, mak- 


A.—From_ the 
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ing the total liabilities $23,593.55. 
That leaves a surplus of $102,425.42? 
A.—Yes. 

Q.—Of which $100,000 is the cap- - 
ital stock? A.—Yes. 

Q.—Then we come again to income. 
Cash received for premiums, $68,000 
odd. For interest or dividends, $4,- 
264.88. Premium on capital stock, 
$100,000? A.—Yes. 

Q.—I want to see the entries with 
regard to that. First the cash book 
entries. 

(Mr. Carrie answers until a 
change is indicated.) A.—Here 
is the first item appearing on 
May the 9th, $5,000. On the 
23rd, $2,000. National Agency again 
on the 6th of June, $6,000. That is 
on page 40. 

Then June 27th, folio 42, $2,000. 

July llth, folio 44, $10,000, in two 
sums of $5,000 each. 

On July 31st, folio 46, $5,000. 

August 31st, folio 50, $5,000. 

September 31st, folio 54, $5,000. 

October 31st, folio 58, $10,000. 

Q.—That seems to be premium? A. 
—Premium. 

November 28th, folio 62, $4,000. 

December 12th, folio 64, $2,000. 

December 19th, folio 64, $4,000. 

December 31st, folio 66, $30,500. 

Q.—That is the last entry. Now, 
Mr. Evans, you say that a large sum 
of money was handed over according to 
poe omer book on the 31st of Decem- 

er 

MR. EVANS: Yes. 

Q.—Can you remember in what 
shape that was handed over? 

MR. EVANS: No, I don’t. Either 
cheque or securities, I am not sure 
which. 

Q.—You say that $9,500 note shown 
at page 180 of the ledger of the Union 
Life is the difference between the two? 

MR. CARRIE: That is right. 

Q.—I was calling your attenton to 
the fact that the great bulk of that 
$9,500 and the last two sums there, 
making altogether $40,000, including 
this note, were handed to you on the 
3lst of December. Supposing you had 
not got that $30,000 on the 30th of 
December, how would that income and 
expenditure account have shown? 

MR. EVANS: The income would 
have been $40,000 less. 

Q.—And how would it have compared 
with the expenditure? 

Mr. Evans continues to answer.) 
A.—Approximately the same. The 
expenditure would have been the 
same. 
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Q.—The income would have been 
$132,000 and the expenditure $168,- 
000.) MAY 6s) 

Q.—Now I suppose when we get 
your bank books we can see whether 
or not that money came there to stay 
or went back after the 31st of De- 
cember? A.—Yes. 


MR. CARRIE: The cash book will 
show that. 


MR, EVANS: It did not go back. 


Q.—Very well, that is satisfactory 

for the present? A.—We needed it. 
_ Q.—You do not remember the shape 
in which it came? It could not have 
been in the shape of securities unless 
this Dominion Permanent, there are 
only $6,000 of new securities there? 
A.—Likely most of it was cash. 

Q.—Now contemporaneously with 
this you were in the National Agency 
from time to time making calls upon 
that stock? A.—Yes. 

Q.—Those were not calls by way of 
payment up of the stock? A.—Yes, 
stock and premium. 

Q.—Stock and premium where it 
was issued at a premium, and it was 
in rae HAY OssoUurse, that the money 
was being raised to put into th i 
Life? 1 a Ae oh ap 

Q.—By way of premium upon the 
stock of that company? <A.—Yes. 

.—The minutes of the National 
Agency, of course, will show how that 
was done there? A.—Yes. 

Q.—Those are being examined since 
we have been permitted to see them, 
and we will have those arranged later 
on. Now what about your business 
during that year? A.—It is in the 
returns here, 

.Q.—Policies in force at the begin- 
ning of the year, 10.3867. New policies 
over $33,000? A.—Yes. 

Q.—Policies in force at the end of 
the year, 24,000? A.—Yes,. 

Q.—Lapses, 19,382? A.—Yes. 

Q.—I understand that in this in- 
dustrial business the proportion of 
lapses is alwavs high? A.—Yes. that 
is phenomenally low there. 

.—We will have some other com- 
panies to compare it with later, but 
yon think it is phenomenally low? A. 
—Yes. 

Q.—During the year 1904 you made 
considerable additions to your invest- 
ments? A.—Yes. 

Q.—You increased your holding of 
Dominion Permanent? <A.—Yes. 

Q.—You increased your holding very 
largely in Colonial Investment?  A.— 

es. 


Q.—You then held $29,640 of that? 
A —3Y es) 
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Q.—Then you had Dominion Per- 
manent debentures, Electric Develop- 
ment Company bonds, Peoples Build- 
ing and Loan Company stock, Trusts 
and Guarantee stock, Canadian Sav- 
ings and Loan stock, Western Insur- 
ance, Reliance stock and Traders Bank 
stock a total of $109,401.80 according 
to the ledger value? A.—Yes. 

Q.—Then the North American Life 
Insurance Company reserve had risen 
to $14,725? A.—Yes. 

Q.—And there was a small sum due 
for interest there? Your office furni- 
ture and fixtures had grown to $8,220? 
A.—Yes. 

Q.—And you had a total of assets of 
$164,843.51? A.—Yes. 

Q.—Then your liabilities as before 
consisted principally of reserve? A.— 
Yes. 

Q.—In the assets and bills receivable 
are $5,095.85 at the end of ’04. Can 
you turn that up Mr. Carrie? You 
do not find any bills receivable at page 
180 of your ledger at all for that do 
you? 

MR. CARRIE: No I do not. 


Q.—You do not find that at all 
events P 


MR. EVANS: Not yet. 


Q.—Now your surplus of assets over 
liabilities amounted to $104,609.75? A. 
—- S,. 

Q.—Of which $100,Q00 was capital? 
A.—Yes. 

Q.—Apart from the capital the sur- 
plus had not much increased in the 
three years’ operations? A.—No. 

Q.—Now your income is first, cash 
received from insurance premiums, 
$123,255? A.—Yes. 

Q.—Then you had interest on your 
investments of $3,000 odd and prem- 
ium on capital stock of $115,000? A. 
—Yes. 

Q.—That similarly was received from 
the National Agency Company on ac- 
count of premiums un its calls? A.— 
Yes. 


Q.—Then the cash book please for 
that $115,000? A.—1904, Mr. Carrie. 


MR. CARRIE: (Answers until a 
change is indicated). 

April 4th, folio, 82, $1,000. 

April 4th, folio, 82, $1,000. 

May 2nd, folio 86, $1,000. 

May 16th, folio 88, $1,000. 

May 23rd, folio 8%, $2,000. 

May 30th, folio 90, $3,000. 

June 13th, folio 92, $1,000. 

June 20th, folio 92, $1,000. 
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June 27th, folio 94, $6,000. 
July 4th, folio 96, $6,000. 
August Ist, folio 100, $2,000. 
September 5th, folio 106, $2,000. 
September 19th, folio 108, $3,000. 
October 38rd, folio 110, $2,000. 
You might star that. 


Q.—It is marked here ‘‘Credit bills 
receivable??? A.—Yes. October 17th, 
folio 112, $3,500. 

Q.—Star that also. That is marked 
herein pencil ‘‘Credit bills receivable.’’ 
A.—November 21st, bolio 118, $2,000. 


December 5th, folio 120, $2,000. 
December 12th, folio 120, $2,000. 
December 26th, folio 122, $68,000. 


Q.—How much do those amount to? 
If the pencil memoranda are accurate 
you cannot have credit for the cash 
and the bills receivable too. Find out 
whether that is a double entry or not. 


MR. TILLEY: I make the total 
$104,000 leaving out the starred items. 


MR. SHEPLEY: You say there was 
a note again that year for the $9,500? 
A.—That is-right. 

Q.—You think the figure 1905 over 
that is a clerical error, that it ought 
to be 1904? A.—Yes. 

Q.—That note being shown at page 
180 of the ledger? A.—Yes. It was 
retired by transfer of stock, Colonial, 
Dominion Permanent and Traders 
Bank. The note was partially retired 
by this journal entry transferring from 
the National Agency to the Union Life 
these stocks I have mentioned. 

Q.—That amounts to $5,293? A.— 
Yes, 

Q:—Out of the $9,500? “A:—Yes. 

Q.—And on the 10th of April? A.— 
Folio 14, this balance was paid in cash, 
$4,207, retiring the note. 

Q.—Will that appear in ‘the cash 
book, ought it to? A.—The cash book 
was changed at that time. 

@.—Is the other cash book here? A. 
= NO. 

Q.—We will have that at 2 o’clock 
please, make a note of that, the follow- 
ing cash book. Before I leave it, turn 
back to 1908 in the cash book and see 
if you can find any cash there? A.— 
We won’t there. We could not. 

Q.—I think we did that and it was 
not found. That still awaits explana- 
tion? A.—Oh no, this item has been 
passed has it not? 

Q.—$9,500. A. 
ance. 

Q.—And the items against that are 
stock $4,000 and balance $5,500? A.— 
Yes, then the balance was carried for- 
ward and retired in those two pay- 
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ments that we just starred there a mo- 
ment ago. 

Q.—In the cash book that $4, 000 
would appear? A.—In the journal. 

Q.—It does not appear in the cash 
book? A.—No, it is a journal entry. 

Q.—When the promissory, note for 
$9,500 was retired in whole or in part, 
the money paid in retiring it woald 
come into the cash book? A.—Here is 
where it comes in. Here is the balance 
carried forward. 

Q.—But the $4,000 is what is troub- 
ling me, A.—Here is the $4,000. 

Q.—It was in securities, stock ac- 
counts and bills receivable. You got 
$4,000 worth of securities apparently, 
or what passed for $4,000 and the note 
was renewed for $5,500 and there are 
two payments of cash which have been 
starred, making $5,500. Now were 
those starred entries in the cash book? 
A.—Yes. 

Q.—Or the entries which you said 
the starred entries replaced? A— 
No, those two entries here I think. 

Q.—Get the cash book and let us get 
that right? A.—We deducted the 
starred items and that balances the ac- 
count for that year. 


(Q.—There are the starred items, the 
ones that have in pencil ‘‘Bills receiv- 
able.’? They amount together to? A. 
$5,500. 

Q.—They were not on account of this 
$115,000? A.—No. 

Q.—But in payment of the note of 
the year before? A.—That is right, in 
payment or retiring that note. They 
were applied to that. 

Q.—So far the cash book shows you 
are still unable to show the whole 
$115,000? A.—With the exception of 
$95,000, of which $5,293 was a credit. 

Q.—Wait a moment. Unless you 
take in those two items that you have 
starred and which were in payment of 
an old note of the preceding year, you 
cannot get $104,500? 

MR. TILLEY: $109,500 including 
the starred items. 


MR. SHEPLEY: Excluding them it 
is $104,500? 


MR. TILLEY: $104,000 even, with- 
out the starred items. The starred 
items are $5,500. 


MR. SHEPLEY: We will have that 
checked afterwards. Then going on 
with this Government return for 1904, 
Mr. Evans. Your expenditure on com- 
missions, salaries and other expenses 
that year was $157,000. (Mr. Evans 
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answers until a change is indicated.) 
A.—Yes. 

Q.—Besides that you had very con- 
siderable advertising, printing and 
supplies charges? A.—Yes. 

Q.—Bringing your total  expendi- 
ture for the year up to $206,174.79? 
A— Yes. 

Q.—Then coming to the policies 
again, you had in force at the begin- 
ning of the year—we will take the 
industrial branch because the other is 
trifling in amount by comparison, you 
had at-the beginning of the _ year, 
24,190 policies in force? A.—Yes sir. 


Q.—During the year you took 
$29,120? A.—Yes. 

A.—And at the end of the year you 
had 29,805? A.—Yes. 

Q.—What do you say as to that, is 
that a heavy proportion of lapses? A. 
Yes, that was the heaviest year we 
ever had. 

Q.—You would say it was a heavy 
proportion? A.—Not unusually heavy 
for industrial insurances. It was 
heavy for us. 


Q.—And I suppose it is right to say 
that the value of what you call your 
weekly debit is partly at all events 
dependent on the persistence of your 
industrial insurance? A.—Yes that is 
substantially correct. 


Q.—Then this return also shows 
the ages of the persons insured below 
10 yearstiof wage?! As-Yes;'/ that: is 
required by the form.. 


Q.—A very substantial portion in 
number of your policies was in res- 
pect of children of tender years? A. 
— Yes. 

Q.—This is your actual return for 
LOO) VAY 6s. 

Q.—Your securities have not been 
very active so far as getting rid of 
them is concerned? A.—No, we have 
made no attempt to sell them. 


Q.—And I see in respect of some of 
the securities, they have increased in 
amount? A.—Yes. 


Q.—And substantially you have 
taken all your’ securities from the 
National Agency Company? A.—Yes, 
a very large number of them. 

Q.—At such prices as the Board of 
that Company and the Board of your 
Company agreed upon? A.—Yes. 

Q.—The Boards being coincident. 
A.—The prices that the National 
Agency Company paid for them in 
nearly all cases, with very slight addi- 
tions. In some cases we took them at 
lower valuations, you will find from 
our returns. 
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Q.—Then your. securities, ledger 
value, amounted to $169,328? <A.— 
Yes. 

Q.—Cash in the bank $2,850.27? A. 
Yes. 

Q.—Then the reserve in the hands 
of the North American Life, $18.- 
735? A.—Yes. 

Q.—Bills receivable $21,586? A.— 
Yes. 

Q.—Have you anything here that 
will show me that, Mr. Carrie? There 
does not seem to be any entry in your 
ledger about those bills receivable but 
we are going to have the bill books 
here themselves. 

MRasCARRIB ? 82 hat.sis, cash 2 in 
bank with a detail is it not? 

Q.—I thought it was bills receiv- 
able. 

MR. CARRIE: No. it is ‘‘Cash in 
bank with detail.’’ 

MR. EVANS: This is a consolida- 
tion of those two items, cash in banks 
and on hand. 

Q.—It is not opposite that. I dare 
say I should have noticed that. Then 
bills receivable is intended to be left 
blank? A.—yYes, there were no bills 
receivable. 

Q.—Then the old furniture comes in 
again and then we have your income 
account and we come to the liabilities. 
Your reserve has got up to $108,907 ? 
A‘—Yes. 

Q.—There are certain small claims 
that we need not bother about. 
Your general expenses $5,602.17? A. 
—Yes. 

Q.—That is larger than it was 
before; that 1s money that you owned 
at the end of 1905 in a different way? 
As-Yes. 

Q:+And what is this? A.—I think 
those were some agents’ balances and 
the sum that was due the North Amer- 
ican Life on account of the change in 
the policies that had been converted 
during the year 1905. They were 
entitled to a certain portion of the 
reserve and we provided for that in 
our liabilities although it had _ not 
been actually settled. I think about 
$4,000 of it was that any way. 

Q.—That can be found out? A.— 
Yes. 

Q.—Then your surplus is how much? 
A. 12,000. 

Q.—Of which $100,000 is capital of 
course as before? A.—Capital. 

Q.—Then your income and expen- 
diture is shown at page 5 of this 
return. Premiums $168,196? A 
Yes. 
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Q.—Dividends and interest $7,- 
455.92. And premiums on capital 
$140,000? A.—Yes. 

Q. —That we will take from you, Mr. 
Carrie, in the cash book? 


MR. CARRIE: That cash book is 
not here. 

Q.—We will have that at 2 o’clock 
please. That similarly of course was 
all in respect of the money received 
from the National Agency? (Mr. 
Evans continuing.) A.—Yes. 

Q.—Then your expenditure. Dur- 
ing the year you paid out to policy- 
holders $26,633? A.—Yes. 

Q.—For commissions, salaries and 
other expenses of officials $183,597.55? 
A.—Yes. 

Q.—The details of that are shown on 
the other side. Head Office salaries 
are $27,906.76? A.—yYes, that includes 
40 employees at the head office. 

Q.—Travelling expenses $6,078; and 
commissions $147,000. Then you have 
$147,218, that of course includes what 
you paid to the National Agency? 
A eS 

Q.—Then you have very consider- 
able general expenses, teephone, rent, 
expenses $7,096? A.—Yes, we have 30 
branch offices. That incudes all the 
rents of the branch offices. 


Q.—You have $10,165 of advertis- 
ine. printing and supplies? A.—Yes. 

Q.—And the medical ane legal fees 
have gone up to $11,085 Ay 6s, 
that covers the PORE of 30,000 
policies. 

Q.—What is your balance between 
income and expenditure ; where does 
that appear? A.—This is it. 


Q.—The difference is between $314,- 
000 and $246,000? <A.—yYes. 


Q. —That is the difference between 
your income and expenditure, the in- 
come including the $140,000 of prem- 
ium? A.—Yes. 

Q.—Have you been receiving any 
premiums this year? A.—No. 

Q.—On the capital stock? A.—Not 
yet. 

Q.—The National Agency has made 
some arrangement for further issue of 
stockP A.—Yes. 

.Q—To what extent? A.—I think 
the capital was increased about seven 
months ago to $750,000. 

Q.—That is from the $500, 000 which 
you were authorized bv your second 
Charter to issue? A.—Yes. 

Q.—Then has that been issued yet or 
any part of it? A.—No. 

Q.—Been subscribed for? A.—No, 
we have not offered any of the stock 
for sale for quite a while. 
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Q.—Have you forecast your experi- 
ence from the Union Life standpoint 
for this year? A.—Yes. 

Q.—Are you expecting to get prem- 
iums still on your stock? A.—Yes. 

a .—From the National Agency? A. 
—Yes 

. _—That i is out of this $250,000? A. 
=“Yes, 

Q.—That is the purpose for which 
authority to make that issue was ob- 
tained? A.—Yes, no doubt. 

Q.—So that you could sell that stock 
on the market, get more money from 
the shareholders of the National Agen- 
cy, and pay it over as Prenton upon 
the stock in the Union Life? A.— 
Either that or issue and sell deben- 
tures. It was not determined which 
we would do. It was generally thought 
we would obtain the money from the 
National Agency Company. 

(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 
Resumed at 2 p.m., May 8th,1906. 


Examination of Mr. Evans con- 
tinued. 


MR. TILLEY: You were to bring 
the cash book showing the payments 
during 1905? A.—Mr. Carrie is 
bringing those. 

Q.—Was there anything you were to 
bring? A.—No. I think not. 

Q. —The bank book, the bills payable 
and bills receivable books? A.—He is 
getting all of them, I understand. 

Q.—That is the return that your 
company put in under the head of Ex- 
ternal relations? A.—Yes. 

Statement of external _ relations 
marked as Exhibit 102. 

Q.—It commences with the year 1902 
and indicates all the investments that 
the Company, the Union Life held in 
1902? A.—Yes. 

Q.—And the source from which they 
came? A.—Yes. 

Q.—Who the vendor was or who the 
broker was through whom you bought? 
As Ves, 

Q.—It commences with the City of 
Winnipeg debentures, par value $25,- 
000. and you purchased those from 
William C. Brent in June, 1902. The 
town of Savlt Ste Marie, debentures, 
$20,000; those from the National 
Acency—bhoth of those securities, the 
price at which vou bought them is a 
shown in th‘s statement (Hx. 102)? A 
—Thev oucht to be: mv recollection 
is that is the price we paid for them. 
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Q.—The blank is there? A.—We 
made a return to the Government, I 
th nk, on that some short time ago, if 
I remember rightly. 

Q.—You will be able to get the ex- 
planation of that? A.—Yes, I will 
make a note of it. 

Q.—The town of Port Arthur deben- 
tures, amounting to $6,000, you bought 
from Brent, the City of Nelson deben- 
tures, Quebec Railway Light & Power 
Company bonds, and the cash value of 
a policy in the North American Life, 
you got these all from the National 
Agency Company? A.—I do not re- 
member; whatever it shows there. 

Q.—It indicates that here? A.— 
Yes. 

Q.—Then in 1903 you got some ad- 
ditional Dominion Permanent and Loan 
Company stock, some Canadian Birk- 
beck investment and Loan Company 
stock, and Colonial Investment stock, 
all from the National Agency? A.— 
Yes. 

Q.—You received all of these stocks 
on the 3lst December? A.—I believe 
so. 

Q.—In the year 1904 there is a fur- 
ther list of stocks and debentures and 
bonds, all received from the National 
Agency Company, and all received on 
December 3lst except a small lot of 
Canadian Savings & Loan Company’s 
stockP A.—Yes. 


Q.—In 1905 again the same thing 
happens, a lot of debentures, stocks and 
bonds received from the National 
Agency Company, in each case, and all 
received in the month of December ex- 
cept a small lot of Standard Loan Com- 
pany’s debentures? A.—Yes sir. 


Q.—Which were received on Novem- 
ber 80th? A.—Yes. 


Q.—When did the National Agency 
Company first commence paying divi- 
dends? A.—I think it was in March 
or April, 1902, it may have been May; 
it was in the spring some time. . 

Q.—What rate of dividend was then 
paid? A.—Five per cent. for the cur- 
rent half year. 

Q.—Being at the rate of ten per 
cent. for the whole year? A.—Yes. 

Q.—Then when was the next divi- 
dend paid? A.—I cannot tell you ex- 
actly, I think about 6 months after 
that, I am not positive as to the date. 

Q.—Is it right to say that from the 
time that the National Agency Com- 
pany was formed that a dividend of 
ten per cent. has been paid on its 
stock? A.—No, not from the time it 
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Q.—So that for a period of about 8 
months no dividend was paid at all? 
A.—That is my recollection. 

Q.—And then from that time on a 
dividend of ten per cent. has been 
paid, has any bonus been paid in ad- 
dition to that dividend? A.—No. 

Q.—So that there has been the 
straight uniform dividend from the 
time you commenced to pay it? A.— 
The last dividend was 7 per cent. 

Q.—When was that reduced from 10 
to 7? A.—IJ think that’ was in Octo- 
ber, I am not sure as to the date. 

Q-—Of what year?) (Ai -_Last. year, 
I am not sure, it may have been 

Q.—Mr. Symons says it was the last 
dividend that was declared in April of 
this year? A.—-Yes. 

Q.—You then reduced it from 10 per 
cent to at a rate of 7 per cent. for 
the whole year? A.—Yes. 

Q.—That would be done I suppose at 
the annual meeting of the shareholders 
of the National Agency Company? A. 
—Just before, I think. 

Q.—By the Board of Directors? A. 
—Yes. 

A.—And then confirmed by the 
shareholders? A.—Yes, I presume. 

Q.—Mr. Symons asks me to put in 
this circular that was prepared by 
your company or the National Agency 
Company, Limited, and I do not know © 
that there is any objection to it at all; 
I suppose it was issued on the date it 
was dated, March 31st, 1906? A.— 
Yes. 

Q.—Was this mailed to all the share- 
holders of the National Agency Com- 
pany? A.—I think so, yes. 

Circular dated March 31st, 1906, 
filed as Exhibit 1083. 

Q.—That would be a notice which 
would enclose to him his dividend at 
the rate of 34 per cent. for the half 
year? A.—Yes, 

Q.—It says in this paragraph, ‘‘The 
higher rate to be resumed with bon- 
uses when the opportunity shall arise’’ 
-~—What bonuses are referred to there? 
A.—I think that probably meant the 
difference between seven and_ ten, 
which would take place in the interim. 

Q.—That is an intimation to the 
shareholder that they would be paid 
the three per cent., the difference be- 
tween the seven and the ten per cent., 
by way of a bonus later onP A.—I 
think so, yes. 

Q.—That was the inference the 
shareholders was expected to draw 
from that? A.—I should think so, 
however that is a matter Mr. Symons 


546 ROYAL COMMISSION ON 


22nd day, May 8th, 1906. 


could speak of. much more accurately 
than I. 

Q.—You would be able to say as to 
that, at least you ought to? A.—Yes. 

Q.—You would assist in drawing 
this circular up? A.—Yes. 

Q.—That is what you wanted the 
shareholder to infer, that when you 
could you would pay him the difference 
between the 7 and the 10, but in the 
meantime the dividend would be re- 
duced? A.—Yes. 


Q.—AIl due to the fact that an _en- 
quiry had been set on foot regarding 
insurance companies? A.—Yes. 


Q.—And if the enquiry had not 
been commenced there would have been 
no reduction in dividend? A.—Pos- 
sibly not. 

Q.—Is this the minute of the first 
dividend (on page 12 of Executive 
Committee minute book)? A.—Yes. 

Q.—This is a resolution passed at the 
meeting of the Exeeutive Committee, 
is it not? A.—Yes. 

Q.—The Executive Committee meet- 
ing of the National Agency Company, 
held on 12th February, 1902, present, 
Messrs Symons, in the Chair, Evans 
and Millichamp—were you all the 
members of the Executive Committee 
at that time? A.—Yes. _ 

Q.—Just the three of you? A.— 
Yes. 

Q.—The first thing that relates to 
this in any way in the minutés, I sup- 
pose, is the certificate of the auditor 
on which the dividend was based? A. 
—Yes. 

Q.—I will read that: ‘“The follow- 
ing certificate from the auditor was 
read, namely: 

“To the Directors of the National 
Agency Company, Limited. Gentle- 
men: I have examined into the busi- 
ness which has been done since the 
formation of the company, and _ the 
prospects of business for the next two 
months, taking the basis of the present 
business, I would think the company 
would be safe in declaring a half- 
yearly dividend payable at the end of 
March, 1902, at the rate of ten per 
cent. per annum. Signed, George 
Clay, Auditor.’? It was then moved 
and seconded that a dividend, number 
one, be and is hereby declared of five 
per cent. for the half year ending 31st 
March prox., being at the rate of ten 
per cent. per annum on the paid-up 
capital stock of this company, and 
shall be payable to the shareholders en- 
titled thereto as provided in by-law 29, 
at the company’s office on Tuesday, 
first April, and that notice be sent to 
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the shareholders accordingly. Car- 
ried.”’ That was the resolution upon 
which the first dividend was made pay- 
able ? A.—Yes. 


Q.—What is meant in the certificate 
of the auditor—what did you under- 
stand it to mean, about the prospects 
of business? A.—Just no more than 
what it says, the business looked pros- 
perous. 

Q.—You were declaring a dividend 
on your future prospects? A.—It does 
not say so. 

Q.—Is that what you understood? 
A.—No, that the business at that time 
was such as to warrant a payment of 


dividend. 


Q.—‘‘I have examined into the busi- 
ness which has been done since the 
formation of the company and the 
prospects of business for the next two 
months’’—this was dated in Febru- 
any \As=eVess 

_Q.—And then he says a half-yearly 
dividend might be payable in the end 
of March, 1902? A.—Yes. 

Q.—So that you were declaring then 

a dividend in February, payable at the 
end of March, 1902, and to do that 
you were taking into account the pros- 
pect of business between then and the 
end of March? A.—I do not under- 
stand it quite that way. 
Q.—What do you understand from 
it? A.—The condition of the business 
at that time was such that we felt that 
the payment of a dividend would be 
in order. 

Q.—You cot, I supnose, this certifi- 
cate from Mr. Clay in order to base 
that dividend on? A.—Obtained his 
opinion. 

Q.—And TI suppose von obtained i+ 
for the purpose of declaring a divi- 
dend? A.—Certainly, and 

Mr. Symons interrupts with a re- 
mark to Mr. Tilley. 

MR. TILLEY: I will take my own 
course. 

MR. McLAUGHLIN: It has been 
understood that a suggestion can be 
made by 

JUDGE MacTAVISH: The sugges- 
tion would have been better after the 
question had been answered. 

MR. McLAUGHLIN: There is a 
very great difficulty in ‘finding a time 
when a suggestion is acceptable. 

MR. TILLEY: What have you to 
say about that, or do you recollect 
what the question was? A.—I would 
like to hear the question. 

Lae Reporter reads the last question 
put. 
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MR. TILLEY: You were asked to 
declare a dividend, will you put it that 
way? A.—We thought the condition 
of the business would justify the pay- 
ment of a dividend, and we asked for 
the opinion of the auditor. 

Q.—Were you anxious to pay a divi- 
dend? A.—I could not answer that 
question. 

Q.—You say you cannot say now 
whether at that time you were anxious 
to pay a dividend or not? A.—No, I 
cannot. 

Q.—At any rate the certificate of 
Mr. Clay was for the purpose of pay- 
ing a dividend if possible? A.—If 
deemed advisable. 

Q.—By you? A.—By the company. 

Q.—I suppose that was known to 
Mr. Clay? A.—I should think so; I 
do not know. 


Q.—Then I suppose when Mr. Clay 
was framing this certificate he had 
that in mind? A.—TI could not say. 


Q.—You do not know, then, when 
Mr. Clay was preparing that certificate 
whether or not he had it in mind that 
he was preparing it for the purpose of 
your paying a dividend on that date 
if it was possible? A.—I should think 
so from the certificate. 


Q.—Should not you think from the 
form of the certificate he was basing 
his opinion to some extent on the 
prospects of your business for the next 
two months? A.—TI could not say. 

_ Q.—You were the person that was 
in control of the company? A.—Yes. 

_Q.—What was your opinion at the 
time? A.—Ask the question again. 

Q.—I ask you now whether you did 
not at that time think that Mr. Clay 
in order to express an opinion favor- 
able to paying a.dividend had to base 


partly on the prospects of business : 


during the next couple of months? A. 
—I could not say what was in his 
mind any more than he expressed in 
the certificate that he gave us. 


Q.—Was that the only resolution 
that was passed regarding that? A.— 
T could not say. 

Q.—Where is the statement that Mr, 
Clay certified to at that time or pre- 
nared at that time? A.—Probably in 
the minutes. 

Q.—Here are two statements in the 
National Agency Company’s minute 
book for the directors—that is the 
Directors’ minute book? A.—Yes. 


Q.—The statement is dated March 
J1st, 1902? A.—Yes sir. 
Q.—Then this statement of course 


would not be in existence at the time 
the dividend was declared, not at the 
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time the resolution of the Executive 
Committee that we saw— A.—Not 
according to that date. 


Q.—But it would come into existence 
between that date and the date the 
dividend was paid? A.—Yes. 


Q.—Apparently this was inserted in 
the minutes of a meeting held on April 
Ist, 1902 and inserted at page 12 of the 
book? A.—Yes. 


Q.—And then there is page 14, a 
statement of assets and _ liabilities, 
dated February 12th, 1902? A.—Yes. 


Q.—And that would probably be the 
statement of assets and liabilities on 
which Mr. Clay issued his certificate? 
A.—I could not say as to that, it 
looks as if it would be. 

Q.—Whose writing it that? A.—It 
is mine. 

Q.—Do you know what you prepared 
it from? A.—No, I do not recollect 
now, it was some four years ago. 
(Looks at statement.) 


Q.—Is that right? Ma Yes. 


Q.—I see that it says at the top, 
‘Audited summary of assets and liabil- 
ities’? A.—Yes. 

Q.—That would be audited by whom? 
A.—Mr. Clay was the auditor. 

Q.—Why is this statement of March 
21st, 1902 inserted in that place in the 
minute books? A.—I cannot tell you. 

Q.—From the minutes what was 
done at that time? A.—I have not 
read that. 

Q.—Well, look at that, ‘‘A special 
meeting of the Board of Directors held 
Tuesday Ist April, 1902’? A.—Yes, I 
should say that would be in connec- 
tion with that meeting. 

Q.—I see on page 15 of the minute 
book is this resolution : ‘‘Moved by Mr. 
Pearcy, seconded by Colonel Jones: 
‘In view of the question raised as to 
the propriety of valuing contingent 
premiums in estimating the assets of 
the company for dividend purposes, 
be it resolved that a contribution for a 
sum equal to the gross amount of divid- 
end number 1 be accepted from the 
directors as a contribution to surplus 
account, such contribution not to be 
taken as an admission of the impro- 
priety of any such valuation.” At the 
time that resolution was prepared had 
the dividend been paid? A.—What 
date was that? 

Q.—First April? A.—When was the 
dividend payable? 

Q.—At the end of March, but I want 
to know whether it was actually paid 
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at that time or not? A.—I would have 
to look it up. . 

Q.—It is payable on the first April, 
payable on that date? A.—Probably 
the resolution was passed immediately 
prior to the payment of the dividend. 

Q.—So that the resolution was passed 
immediately prior— A.—I do _ not 
know, I suppose so from the look of 
the minutes. 

Q.—Can you find that out? A.—No, 
but I would think it would be. 

Q.—If you are not going to let me 
assume it was, I should like you to 
make sure of it. 

MR. SYMONS: That resolution was 
passed before the dividends were sent 
out. 

MR. TILLEY: We have then this, 
that a resolution was passed _ before 
that dividend was paid whereby the 
directors permitted to pay into the 
surplus funds of the company a cer- 
tain sum of money equal to the divid- 
end? A.—yYes. 

Q.—In view of that will you say 
that you cannot tell me whether you 
were anxious at that time to pay a 
dividend? A.—No, I cannot say defin- 
itely. 

Q.—Were you one of these directors 
that were to pay in the money? A.— 
Yes. 

Q.—Who were the other directors? 
A.—I think Mr. Symons, Dr. Milli- 
champ and Colonel Jones, and there 
may have been one or two others— 
Dr. Hughes I think and Mr. Pearcy. 

Q.—Have you anything that shows 
the payment in of any sum of money 
pursuant to that resolution? A.—TI 
could not say. 

Q.—Can the cashier get it for us? 
A.—Mr. Symons could say more than I 
can. 

MR. SYMONS: I.can make an 
explanation about that. At that time 
of course a doubt had arisen, and the 
Executive Committee declined to take 
upon themselves the responsibility of 
paying that dividend without the con- 
currence of the Board. The question 
of that propriety having arisen and it 
might have been held subsequently 
that the dividend was not properly 
paid, it was agreed then that the 
directors should stand in to pay that 
amount if requirel. The cash was not 
actually paid, but all signed a demand 
note for the amount. Subsequently 
the matter came up before the share- 
holders, and the action of the Board 
of Directors was ratified, as you will 
see by the minutes, and that note was 
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ordered to be delivered up, to be can- 
celled. 

MR. TILLEY: We have the sit- 
uation in this way, that no money 
was paid in pursuant to that resolu- 
tion A.—Yes, that would be it. 


Q.—But a demand note was given, 
signed by all the directors? A.—I 
could not say signed by all. 

MR. SYMONS: Yes, signed at 
all? A.—Certainly, quite a number. 


MR, TILLEY: And that demand 
note was a note payable by you dir- 
ectors in favor of the National 
Set Company, {Limited ? A.— 

es. 

Q.—And it was a note for the am- 
ount of the dividend? A.—Yes. 


Q.—Given because one director 
questioned your right to pay a divi- 
dendP A.—I could not say as to 
that. 

Q.—It says here “That in view of 
the questions raised as to the pro- 
priety of valuing contingent prem- 
lums in estimating the assets of the 
company’’—so that that question 
must have been suggested or raised 
by some person present at your meet- 
ing I suppose? A.—I could not say 
how it was raised, but it evidently 
had been. 

Q.—Whether it was by some dir- 
ector or not you could not say? A. 


—No. 

_MR. SIMONS: I raised that ques- 
tion. I was the legal adviser of the 
company as well as the President. I 
desired to see all steps taken were 
absolutely correct and the directors 
were acting within their authority, 
for that reason I suggested in view 
of the doubt it would be better for 
the directors to make the position of 
the company good in case the money 
had to be refunded. 

MR. TILLEY: So that the direct- 
ors paid out a dividend of five per 
cent, that amounted to how much 
money? A.—$3,900 I think it was. 

Q.—And took a demand note of the 
directors for the amount? A.—yYes. 

Q.—Not admitting, possibly, it was 
an improper payment, but at any 
rate all that was done because of the 
grave doubt as to the payment being 
justified at that time? A.—A doubt 
had been raised. 

Q.—A doubt that you regarded as 
serious enough to have all the direct- 
ors become personally responsible for 
the amount at the time before you 
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would let the money go out? A.— 
Yes, we will let it go at that. 

Q.—What item was it in this ac- 
count of assets and liabilities that 
was in doubt? A.—I think it was 
these items. 

Q.—You are referring now to the 
items at the top of the statement on 
page 12P <A. Yes. 

Q.—Read the one you refer to? A.— 
By contingent premiums, ten months, 
$18,000; by deferred premiums less 
15 per cent of collection, $10,710. I 
am not positive, but I think those 
are the two items. 

Q.—So that you see these two were 
questioned, one being contingent 
premiums, and the ‘other deferred 
premiums; explain the difference be- 
tween contingent premiums and de- 
ferred premiums? A.—As near as 
I can recollect the contingent prem- 


iums were substantially the value of - 


the business at that time, and the 
deferred premiums were those, the 
balance of that year’s premiums, the 
commissions on that year’s premium 
which had not been yet paid in; I 
may be incorrect as to that, but that 
is my recollection at the moment. 


Q.—What you mean is that the de- 
ferred premiums were premiums due 
in that year? A.—Yes. 

Q.—Contingent premium you say 
covered the value of the good will of 
the business, is that what you mean? 
A.—yYes, the value of the business. 


Q.—Does it not mean this, that de- 
ferred premiums are premiums that 
are due but the payment of which is 
extended over a period of time, is 
not that what is meant by deferred 
premium? A.—Yes. 

Q.—Some premium that in reality 
is due, but the payment of it is 
postponed P A.—Deferred for the 
time being. 

Q.—A contingent premium is a 
premium that is not yet due at all? 
A.—I should say so, yes. 

Q.—Was it both of these items or 
was it one of them in particular that 
was questioned ? A.—I could not 
Bay now. 


Q.—You know it had to do with | 


premiums? A.—I think it was one 
of these two items or it may have 


been both; I could not answer now 


definitely which one it was. 

MR. McLAUGHLIN:I understand 
Mr. Symons as counsel and solicitor 
for the company drew all of these 
minutes and memos as he thought 
wise. He is really the man who 


Union Life Ins. Co. 
(H. Pollman Evans, ex’d) 
(W. H. Carrie, ex’d) 
could give the explanations A— 
Yes. 

MR. TILLEY: You are the Pre- 
sident of the Union Life? A.—Yes; 
there was no Union Life at that time. 

Q.—What position did you occupy 
with the company at that time? A. 
—I was secretary at that tinie. 

Q.—And you are still Secretary? 
A.—Yes. 

Q.—And I suppose you were the 
party that initiated the National 
Agency or planned it originally? A. 
—Yes. 

Q.—You are as much interested in 
it as any person else at the present 
time? A.—Yes, 

Q.—Probably more interested? A. 
Well, as much, we will say. 

Q.—We will take your recollection 
of it for the present, then probably 
Mr. Symons afterwards; do you know 
what opinion Mr. Clay expressed as 
to those items of contingent prem- 
iums and deferred premiums, other 
than what the certificate shows? 4. 
—No, I do not. 

Q.—You cannot detail any conver- 
sation at allP A.—No, I could not. 

Q.—Between you and Mr. Clay on 
this matter of deferred and contin- 
gent premiums? A.—No, I cannot. 

Q.—It must have been discussed? 
A.—It may have been, but I have 
no recollection of it at this time. 

Q.—A matter of such moment that 
you were all becoming liable you 
would naturally talk it over with 
him, woud you notP A.—Yes, no 
doubt we did. 

Q.—You must have had his opinion 
more than what is shown in this 
certificate? A.—It is expressed there 
whatever he thought about it. 

Q.—Does that item of contingent 
premiums extend through the other 
statements of assets and liabilities of 
the National Agency in later years? 
A.—No. 

Q.—When did it cease to exist? 
A.—I do not remember now, you will 
find it in the statements. 

Q.—See if you can tell me when 
that item was dropped? A.—It ap- 
pears to have not appeared after Sep- 
tember 15th, 1902. 

Q.—Was that the first statement of 
assets and liabilities after the one of 
March, 1902? A.—I will see. 

Q.—I suppose it would be the one, 
6 months? A.—Probably. 

MR. SYMONS: The end of the year 
1902, it would be the annual state- 
ment. 
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MR. TILLEY: Here is one August 
30th, 1902, so that in the very next 
statement of assets and liabilities that 
item had passed out of the account? 
A Ves) 

Q.—In the statement of assets and 
liabilities of March 21st, 1902, with 
that item in, representing $18,000, the 
surplus was only $5,061.14? A.—Yes. 

Q.—Did that include the dividend 
that had been paid there? A.—I 
should think the dividend would be 
included in that, but this was on 
March 21st, the dividend was not paid 
I understand until about first April. 

Q.—So that there was a dividend 
of some three thousand dollars odd 
to be paid at the end of March, and 
on March 21st with this item of con- 
tingent premiums at $18,000 in your 
surplus was only $5,000 and a little 
GVeLrry pA. —) es, 


Q.—In your statement of August 
30th, 1902, what item took the place 
of that contingent premium? A.—The 
business at that time was transferred 
to the Union Life Insurance Company, 
and all of those items disappeared 
entirely, and the stock of the Union 
Life Insurance Company took the 
place of it, as you will find here, ‘‘By 
stock held by the company;’’ most of 
that I take it was Union Life stock 
with the amount we had paid on it at 
that time. 


Q.—You then not knowing whether 
the contingent premium was a proper 
asset to have in the statement of as- 
sets, passed it out of the account when 
the company had been incorporated 
whose stock you could show as an as- 
set in place of it? A.—The agree- 
ment we had was not the same agree- 
ment we were operating under when 
this statement you refer to here was 
made up. 

Q.—That is to say when the first 
statement of March 21st, 1902, was 
prepared you were not operating under 
the same agreement as in August 
30th P A.—No, we were managing 
agents when the first agreement was 
made up for the North American Life 
Insurance Company. At this time we 
were in a different position, we had 
paid the Union Life Insurance Com- 
pany and held its stock. 

MR. McLAUGHLIN: Those prem- 
iums are transferred to the Union 
Life? A.—What might have ‘been a 
proper asset under one agreement 
might not be a proper asset under 
another. 

MR. TILLEY: Js that your explan- 
ation of it? A.—I should say so; that 
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is my recollection at the present time. 
The two agreements were radically 
different. 


Q.—Was the dividend paid at the 
end of March? <A.—Yes, I think so. 


Q.—And the note was taken from 


the directors for the amount of it? 
A SVG? 


Q.—Then was that note kept as an 
asset of the company? A.—It was re- 
tired the next meeting of the share- 
holders, I think, that was brought up 
at the next meeting of the sharehold- 
ers, and the shareholders voted to re- 
tire the note and relieve the directors. 

Q.—I see right after the resolution 
as to the payment of the directors, 
and the amount of dividend is this re- 
solution: ‘‘Moved by Dr. Hughes, se- 
conded by Mr. Pearcy: ‘‘That a de- 
mand note be taken and held to pro- 
vide the contribution to surplus ac- 
count to be furnished by the directors 
(page 15 of minute book)? A.—Yes. 


Q.—And it was in pursuance of that ” 
resolution the demand note was to be 
given? <A.—Yes. 

Q.—And the matter stood in that 
position until the shareholders met? 
A.—Yes. 

Q.—On page 35, this resolution ap- 
pears in the minutes of the sharehold- 
ers; held 23rd April, 1902, that would 
be the following month? A.—Yes. 


Q.—A special meeting of the share- 
holders was held? A.—Yes. 

Q.—And it was moved by Mr. Hunt- 
er: ‘‘That the note given by the di- 
rectors as contribution,’ etc. (Reads 
down to the words ‘‘Hereby forever 
released’’)—-when that resolution was 
passed by the shareholders the note 
was cancelled? A.—Yes. 

Q.—And the directors did not con- 
tinue liable for that note as between 
them and the company at any rate 
longer? A.—WNo. 

Q. That is under its resolution? 
A.—Yes. 

Q.—The Executive Committee book 
contains this statement of assets and 
liabilities, on February 12th, 1992,” 
what was the contingent premium ac- 
count then? A.—$19,500. 

Q.—Can you explain the difference 
in that month or six weeks? A.—No, 
I cannot. 

Q.—I suppose that would be purely 
an arbitrary amount? A.—It might 
seem so, but no doubt it is arrived at 
at that time. 

Q.—By whom? A.—No doubt I did. 
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Q.—Will you explain the scientific 
basis that you arrived at that upon? 
A.—The number of times probably on 
the premiums in force, I do not re- 
member the number of times. 

-‘Q.—How did you figure it out, can- 
Bee you tell me from memory? A.— 

Oo. 

Q.—Here was an item of $19,500, 
the middle of February, and $18,000 
the 21st of March? A.—Yes, it is the 
number of times; probably we took a 
fewer number of times the second vyal- 
uation. 

Q.—That is something Mr. Clay 
would not be able to arrive at at all, 
not being an actuary or an insurance 
man? A.—I suppose not. He is an 
auditor, I understand for one or two 
other companies, and is thoroughly 
competent to pass an opinion upon it 
no doubt. 

Q.—Is that what you say now? A. 
—Yes. 

Q.—He has been your auditor for a 
long timeP A.—Yes. 

Q.—Does Mr. Clay exercise his dis- 
cretion? A.—We would submit it to 
him for his consideration; he might 
not initiate the matter, but he would 
pass judgment upon it. 

Q.—Look at the item of directors’ 
minute book page 20; there is a state- 
ment of asset and liabilities June Ist, 
10027" Ao Yes) 

Q.—That would be just another 
month later? A.—Yes. 

Q.—What is the contingent premium 
account there? A.—$25,365. 

Q.—So that fin February it was 


$19,500, March $18,000, and June Ist, | 


$25,365? A.—Yes. 

Q.—Can you explain any way for 
the variation of that item to that ex- 
tent in two ar three months? A.— 
The difference between June and Feb- 
ruary woul probably be explained in 
this way: there is a large business 
done between February and June, and 
the same number of times was prob- 
ably adopted in June as it was in 
February; the lower number of times 
may have been adopted in March, at 
the time the dividend declaration was 
taken out, so as to make it a little 
more conservative. 

Q.—Was that item arrived at by 
multiplying your weekly or monthly 
debit a certain number of times? A. 
—Yes, that is my recollection now. 

Q.—Was it weekly debit? A.— 
Monthly at that time. 

Q.—And you paid the North Ameri- 
can Life on the basis of 7 times 
monthly? A.—Yes. 


Union Life Ins. Co. 
(H. Pollman Evans, ex’d) 
(W. H. Carrie, ex’d) 


Q.—You transferred it to your com- 
pany, the Union Life, ultimately on 
what basis? A.—15 times. 

Q.—The difference going to whom? 
A.—I do not understand your ques- 
tion. 

Q.—Who would get the benefit of 
that difference between 7 times and 15 
times—the National Agency Company? 
A.—Yes. 

Q.—Cannot you say now how many 
times you multiplied it in Febru- 
ary, March or June, either one? A. 
—No, I could not say. 

Q.—But you think there might be 
that variation just in the volume of 
the business? A.—There was a large 
business done I know. in that year 
from February till June, that is four 
months. 

Q.—And it jumped from $18,000 to 
$25,000? A.—No, $19,500. 

Q.—No, $18,000? A.—$18,000 in 
April? 

Q.—Yes? A.—You were speaking 
of the February statement. 

Q.—I say that between April lst 
and June Ist, you think that the value 
of that business might have increased 
from $18,000 to $25,000 and over? 
A.—We probably reverted to a higher 
valuation in June than we did in 
April, reverted to the valuation we 
made in February. 

Q.—Have we it now, that in the 
month of June you used a higher mul- 
tiplier? A.—Yes, I say that advis- 
edly, I should think we would. 

Q.—You did it? A.—I do not re- 
member now, the volume of business 
may have accounted for it, but I can- 
not tell you. 

Q.—Who in your office would do 
it? A.—I certainly did it. 

Q.—You cannot give us any clue 
now in respect to how you arrived at 
that except by the case you have given 
us, that it might have been one thing 
and it might have been another? A. 
—TI have stated to you definitely by 
the number of times, but I cannot 
tell the number. 

Q.—I am asking you how the differ- 
erice- A.—I have already stated 
the difference, it is the increase in the 
volume of business. 

Q.—Is that it, or did you muitiply 
the monthly debit by a larger multi- 
plier? A.—I cannot tell. 

. cannot say which it isP A. 
—No. 
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Q.—At any rate the statements are 
made up and all seem to be certified, 
this one of June Ist apparently is 
not certified by Mr. Clay? A.—Ap- 
parently not. 

Q.—You still have in the statement 
of June Ist deferred and outstanding 
premiums $12,522? A.—Yes. 

Q.—So that that is taken separate- 
ly; what are the organization expens- 
es in that statement of June Ist? A. 
—This would be the balance of that 
$4,100, whatever it was there—we 
wrote off part of it, I think it was 
$4,100, we wrote off the difference, 
that is the remainder $3,600. 

Q.—Just see the second dividend 
statement of August 30th, 1902, again, 
page 28; the second dividend is re- 
ferred to on page 380 of the Directors’ 
minute book: ‘‘Moved by Mr. Pearcy, 
seconded by Colonel Jones: ‘A divi- 
dend of five per cent.,’’’ ete. (Reads 
minute down to the words ‘‘Ending 
on that date’’}—so that that dividend 
was declared on this statement we 
were referring to? A.—Yes, I should 
say so. 

MR. LANGMUIR: Was that the 
statement where there was a value of 
$25,000, the contingent premium? 

MR. TILLEY: No, this is a state- 
ment of August 80th, 1902, where the 
contingent premiums had passed out. 

Q.—At this time had you made the 
transfer-to the Union Life? A.—Yes, 
it was made on July 16th, and this 
was dated September 15th. 

Q.—The transfer made July 16th, 
six weeks before this statement was 
prepared? A.—Yes, two months. 

Q).—This statement is also certified 
by George Clay, ‘‘Examined and found 
correct,’ dated September 13th, 1902? 
A. Oven: 

Q.—The first item is, ‘‘By stock 
held by the Company,’’ can you show 
me what that item is made up of? 
A.—I should think it would be mostly 
the stock of the Union Life. 

Q.—I would like you to show by 
your books what it wasP A.—That 
will have to be looked into. 

MR. McLAUGHLIN: Mr. Carrie 
will look that up. 

MR. TILLEY: ‘‘By stock held by 
the Company’? we want to know where 
that $147,000 was, Mr. Carrie. 


MR. CARRIE: There is $100,000 
they held there. 

MR. McLAUGHLIN; Then find out 
the premiums. 

MR. CARRIE: $50,000 there. 

MR. EVANS: That would be it less 
directors’ contribution. 

MR. CARRIE: Yes. 
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MR. EVANS: That would be $150,- 
CT es the stock held by the direct- 
ors! 

MR. TILLEY: In that item you 
have included $100,000 for capital 
stock? A.—We have included what 
we paid for Union Life stock at that 
time. 

Q.—$100,000 of the capital stock? 
A.—Yes, 9,825 shares, 

Q.—That cannot be right, that is par 
value? 


MR. CARRIE: That is par, yes. 


MR. TILLEY: 9,825 shares, which 
would be the full 10 ,000 less what the 
directors had? 

MR. EVANS: Yes, it would be 
about $15 a share paid in at that time. 

MR. TILLEY: So that you had paid 
in $100,000 for all the stock, leaving 
out premium at that time? 

MR. CARIRE: Yes. 


MR. TILLEY: And that premium 
account on that same stock had been 
paid how muchP 

MR. EVANS: $50,000. 


MR. TILLEY: $50,000 of the Na- 
tional Agency Company had been paid 
to the Union Life Company? A.— 

es. 

Q.—And the National Agency Com- 
pany at that time had also paid for 
the stock that the directors held? A.— 
They had. Right here I would like 
to make a correction as to my evideuce 
of yesterday; in looking up the min- 
utes I find that the qualification for 
the Union Life directors was paid by 
the National Agency Ghee to the 
directors, and the director paid it to 
the Union Life. You will find it in 
the minutes. It was not paid direct; 
it was a remuneration. 


Q —Let us have the item now so that 
we can get that straight if it was not 
right before? A.—Here baie: 

Q.—Then, at a special meeting of 
the Board of Directors held June “Ath, 
1902 A.—Yes, this resolution was 
passed. 

(.—Commencing at the bottom of 
page 21? A.—Yes. (Reads resolution.) 
“That the sum of $150,000 be paid to 
the Union Life Insurance Company,”’ 
ete. (Reads down to the words ‘‘and 
for other services in this connection.’’) 
That was carried. 


Q—The amount of the directors’ 
stock was how much? A.—175 shares. 

(.—What percentage was then to be 
paid? A.—Ten per cent. on the call. 

Q.—That would amount to? A.— 
$252 without the premium, 
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Q.—How much was the premium? A 
—At that time it was 5 per cent. 

Q.—Five per cent., that was then 
the call on the premium? A.—Yes. 

Q.—That would make another $50? 
A:—Yes. 

Q.—Making $300? A.—Yes. 


Q.—Then due for each director? A. 
—Yes. 


_Q.—And that was paid by the Na- 

tional Agency Company and charged 
by the National Agency Company to 
its organization expenses? A.—Yes. 

Rey the stock became yours? A. 
—Yes. 

Q.—Absolutely? A.—Yes, the di- 
rectors’. 

_Q.—Was there anything then pro- 
vided as to further calls on the same 
stock? A.—I don’t remember. 

Q.—You had a transaction there in 
June, 1902, whereby the stock was 
yoursr A-—Yés.° 


O--Vou did not hold it in trust for 
the company in any way? A.—Abso- 
lutely not. 

Q.—But the company was paying 
your calls, paying a call of ten per 
cent. and five per cent? A.—Yes. 

Q.—Ten per cent. to be credited as 
paying up the stock, and the other 
five per cent. merely a premium, and 
it did not go to pay up the stock at 
all? A.—No, that is right. 

Q.—Leaving vou still liable for 90 
per centP A.—Yes. 


Q.—Why was not that made 15 per 
cent. on the stock instead of 5 per 
cent premium and 10 per cent of call? 
A.—Because we always used to main- 
tain a surplus of $100,000. 


Q.—Because you wanted to maintain 
a surplus in the Union Life Company 
of $100,000? A.—Yes. 

_ Q.—And for that reason you wanted 
to pay the money in in some way that 
it would not be regarded as capital? 
A.—Yes. on account of the large ex- 
pense in establishing an industrial 
company. 

_ Q.—And that has been a prime ob- 
ject with you ever since you started 
the life insurance company? A.—AI- 
ways to maintain that surplus. 

Q.—For the purpose of comparison? 
A.—So as to strengthen the position 
of the companv with the public for the 
benefit of our agents. 

Q.—The company would have no 
more money than if it was paid in on 
capitalP A.—No. 

Q.—It would be no better off finan- 
cially? A.—It would have a much 
better prest'ge. 


Union Life Ins Co. 
(H. Pollman Evans, ex’d) 
(W. H. Carrie, ex’d) 


Q.—That is for advertising? A.— 
Yes. 

Q.—Just to be able to say that the 
stock of this company has not been - 
impaired and you cannot refer prob- 
ably to another company in Ontario 
that has an honest business whose 
stock has not been impaired? A.— 
Yes, that is substantially the position. 

Q.—Coming back to this question 
about your stock, that was the first 
payment of ten per cent.; has any 
further payment ever been made on 
account of stock? A.—No. 

Q.—All other payments that have 
been made since are on account of 
premiumP A.—Yes. 

Q.—And how much has been paid 
on account of premium in addition to 
the first 5 per cent? A.—Altogether? 

Q.—Yes? A.—I think $37.50 per 
share in addition to the five. 

Q.—That is to say, there has been 
491 per cent. paid in for premium al- 
together, and there has been 373 per 
cent. paid for premium on your stock 
since—by whom? A.—By the National 
Agency Company. 

Q.—And is there any resolution in 
the books of the National Agency Com- 
pany authorizing that payment on 
your stock? A.—I cannot answer that, 
I do not know, I do not remember. 

Q.—You have plenty of assistance 
here to find out? A.—It will be. the 
minutes; we vill look for it. 

Q.—Surely some person can give you 
the information. 

MR. McLAUGHLIN: It is hardly 
right to call it payment on stock of the 
directors. It is purely a voluntary 
payment. f 

MR. TILLEY: All I would like to 
know now is whether there is any re- 
ference to that in the minutes. 

MR. McLAUGHLIN: I think you 
will find in the minutes of the Nation- 
al Agency Company authorizng pay- 
ments. 

MR. TILLEY: I would like to see 
how those are worded. 


MR. McLAUGHLIN: Just turn up 


what minutes there are. 
MR. SYMONS: I will look them up. 


MR. TILLEY: While that is being 
looked up do you remember the letter 
that was written to the Superintend- 
ent of Insurance of July 6th, 1902, 
the second paragraph of that letter 
reads as follows: ‘‘The shares sub- 
scribed for by the seven directors was 
not subscribed,in trust but individ- 
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ually for their own use only, and are 
so held, and the ten per cent. was 
paid through the cheque of the Na: 
tional Agency Company and charged 
to the directors who have contra ac- 
counts against that company”’ (Paruw 
of Exhibit 49)? A.—I do not know 
anything about that letter, I do not 
remember writing it. 

Q.—That is a letter from Mr. Sym- 
ons to the Superintendent of Insur- 
ance, where it is said the payments 
were made by the National Agency 
Company on behalf of the directors, 
and charged against them, that they 
had a contra account against the Na- 
tional Agency Company ? A.—-I ,do 
not remember, I did not write the let- 
ter. 

Q.—However, the thing was done 
just as you have told us in the min- 
utes, it was paid and charged up to 
organization expenses, and given to 
the directors for their care, pains and 
trouble and so on? A.—Precisely. 


Q.—You say premium calls amount- 
ing to $37.50 on every share in addi- 
tion have all been paid by the Nation- 
al Agency Company? A.—Yes, under 
the agreement they made to provide 
the additional calls whenever they 
might be required. 

MR. SYMONS: Here is one of those 
resolutions. 

MR. TILLEY: Suppose we say that 
is a typical one, is it? 

MR. SYMONS: Yes. 

MR. TILLEY: The one of Monday 
26th October, 1903, Union Life Stock 
premium—this is from the Executive 
Committee minute book, page 52— 
“The Executive Committee’’—I sup- 
pose this would be yourself and Dr. 
Millichamp and Mr. Symons? A.— 
Yes. 

(.—Three of the persons at any rate 
who held this stock, of course that 
would be so of necessity because you 
people were the directors? A.—yYes. 

().—This resolution reads this way: 
“That the proper officer do pay the 
supplementary calls on premium ac- 
count of 7 per cent. upon the capital 
stock held by the company as well as 
that held by the directors in the Union 
Life Insurance Company. Carried’’?— 
I suppose that was done? A.—I think 
SO, yes. 

Q.—Was there any authority for 
that? A.—How do you mean by that? 

MR. SYMONS: It was confirmed by 
the shareholders and appeared in the 
accounts, 

MR. TILLEY: Let us take one of 
the confirmations. Here is the share- 
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holders’:-minute book. I see when you 
held a shareholders’ meeting you usu- 
ally had, at any rate originally all 
the shareholders who were present in 
person sign the book? A.—I am not 
sure as to that. 

Q.—Here is a meeting, page 27, 
where there are three or four persons 
present, and: they all signed? A.— 
Yes, that practice may not have been 
adhered to, I could not say as to that; 
T did not write the minutes. 


Q.—Do you know why that was 
done? A.—No, I could not say. 


Q.—You had a great many I sup- 
pose that would be represented by 
proxy at every meeting? A.—Yes. 

Q.—Are those permanent proxies 
you held? A.—Yes. 

Q.—You did not get them for each 
meeting? A.—wNo. 

Q.—Who is the proxy named? A. 
—I am in a great many of them. 

Q.—I think you are the only person 
IT have seen here acting as proxy; has 
any person else acted as proxy? A. 
—Yes, some of them. 

Q.—WhoP A.—I think Dr. Hughes 
acts for some, and Mr. Symons for 
some. 

Q.—Did you have a permanent pow- 
er of attorney or proxy to act for these 
shareholders until revoked? A.—Yes, 
I think so. 

Q.—There is power to revoke it? 
A.—Yes. 

Q.—Have you sent in the form of 
that proxy? A.—I could not say. 


MR. SYMONS: Yes. ; 

MR. TILLEY: On page 23 you have 
this resolution: ‘‘That all and every 
the actions heretofore taken by the 
Board of Directors, the Executive 
Committee and the members thereof in 
connection with this company, includ- 
ing the correspondence, prospectuses, 
or other typewritten matter, sent or 
issued by them, and as well the mat- 
ters set out in the minutes of their 
respective meetings as shown in their 
respective minutes books from 22nd 
August last until the date of this 
meeting inclusive, be and the same 
are hereby ratified to all intents and 
purposes’’—was that sort of resolution 
that you rely on for confirming pay- 
ments of premiums made on your 
stock? A.—I could not say; that re- 
solution was passed by the sharehold- 
ers for the purpose it purports to be. 

Q.—That is rather a broad confirma- 
tion, at any rate that would cover 
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everything you had done? A.—Yes, 
pretty near. 

Q.—Then you say this item of stock 
held by the company as one of its as- 
sets, does that include the directors’ 
stockP A.—No. 

Q.—Does it include premium on di- 
rectors’ stock? A.—wNo. 

Q.—It does not include anything 
paid with respect to the directors’ 
stock at allP A.—wNo. 

Q.—August, 1902, there has been 
only one premium called, 5 per cent. ? 
A.—Yes. 

Q.—The bonds held by the company, 

$12,000, what were those? A.—I think 
they were $7,000 of Port Hood Coal 
Company, and $5,000 of Quebec Light 
& Power Company bonds, I am not 
certain about that, that is my recol- 
lection. 
_ Q.—There is no doubt about that, 
is there, Mr. Carrie, as to this $12,- 
000 in the statement of August 30th, 
1902, that is $7,000 Port Hood Coal 
Company— 

MR. CARRIE: Yes, and _ $5,000 
Quebec Light & Power Company. 
This is, you understand, a preliminary 
statement. 

ee TILLEY: Those are taken in at 
par! 

MR. EVANS: Yes. 

Q.—And have been continued at par 
ever since in your annual returns? A. 
I think so. The Port Hood bonds 
were retired from the account of the 
Union Life eventually. 

Q.—When? A.—I do not remember, 
I think about two years ago. 

Q.—Why? .A.—Because the interest 
I think had defaulted on them, and we 
found it was not satisfactory, and we 
turned them back to the National 
Agency Company. 

Q.— At what price? A.—At the 
price they were puchased at. 

Q.—JUDGE MACTAVISH: What 
bonds? A.—The Port Hood Coal 
bonds. 

MR. TILLEY: What did you pay 
for them? A.—$7,000. 

Q.—To whom? A.—To the National 
agency Company. 

Q.—What did the National Com- 
pany pay for them? A.—$7,000. 

Q.—To whom? A.—E. A. Webb, who 
was the General Manager of the Union 
Bank of Canada at Quebec. 

Q.—Was that the transaction you 
spoke of this morning that he had been 
of some assistance to you, and you 
gave him some remuneration for it? 
A.—Yes. 
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Q.—Was part of the remuneration 
the buying of those bonds at: that 
price? A.—No; I do not quite under- 
stand you. 

Q.—What about the Quebec bonds? 
A.—They were both bought at the 
same time. 

Q.—From the same person? A.— 
Yes. 

Q.—And the National Agency Com- 
pany bought and paid for both? A.— 
Yes. 

Q.—And the Union Life took them 
from the National Agency Company at 
par? A.—Yes. 

Q.—Are the Quebec bonds still car- 
ried? A.—Yes. 

Q.—At par? A.—Yes. 

Q.—The Port Hood bonds were car- 
ried at par till they were taken out 
of your books entirely? A.—Yes. 

Q.—There was never any deprecia- 
tion or market value reduced with res- 
pect to those bonds? A.—No. Assoon 
as the interest was defaulted I under- 
stand they were taken back by the 
National Agency Company. 

Q.—You know that to be a fact I 
suppose? A.—I would not say whether 
it was that date, but shortly after. 

Q.—What do notes held by the com- 
pany mean? A.—Those would be 
shareholders’ notes on account of pay- 
ment of stock. 

Q.—Stock in what company? A.— 
The National Agency Company. 

Q.—So that this would be an asset 
of the National Agency company? A. 
=-Yes. 

Q.—The company’s share of the 
premium collected, not due, that would 
be from other shareholders? A.—Yes. 

Q.—What would be this item, liabili- 
ities contingent surplus, amounting to 
$48,000? <A.—That is the dfference 
between—I do not know how that is 
arrived at, but I suppose— 

Q.—That is the difference between 
assets and other liabilities? A.—Yes. 

Q.—Why do you call it a contingent 
surplus, and not surplus? A.—I could 
not answer that, I do not know. 

Q.—Surely you would know that, 
would not you? A.—No, I do not. 

Q.—You do not know why that is 
called contingent surplus? A.—No. 

MR. CARRIE: Possibly it was on 
account of the contingent assets that 
there may be in that statement. 

MR. TILLEY: What are the con- 
tingent assets that you refer to Mr. 
Carrie? 
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MR. CARRIE: On the stock that 
might be subscribed for and unpaid 
and the premiums thereon, whatever 
they’ would amount to at that time. 

MR. EVANS: I think I know now. 
I think that is the premium on this 
uncalled stock, I think it was premium 
on the capital that was uncalled at 
that time. 

MR. TILLEY: Q.—Had you treat- 
ed the premiums on uncalled capital 
as an asset? 

MR. EVANS: Yes, because the 
capital was subscribed but not paid 
in. 

Q.—Do I understand you treated 
as an asset of the National Agency 
Company all the stock that was sub- 
scribed P A.—Certainly, most as- 
suredly. 

MR. McLAUGHLIN: There is lia- 
bility too, so they are only cross-en- 
tries? A.—Yes. 

MR.. TILLEY: If it was put in as 
an asset and also as a liability what 
was the object of that? A.—I do 
not understand your question. 

Q.—Mr. McLaughlin says this un- 
called capital was also treated as a 
liability? A.—Yes. 

Q.—So that there is nothing to this 
criticism of that statement that you 
have been treating uncalled capital 
as an asset; why would that be treat- 
ed as an asset and also be treated 
as a liability? A.—We have always 
done that. 

Q.—I notice this is the first state- 
ment since Union Life was formed, 
why do you do it that way, is it to 
get the benefit of the premium on 
the stock in your balance sheet? A. 
—The shareholders were liable for it 
and it might be called at any time. 


Q.—You had not called it? A.— 
At that date, I could not say. 

Q.—You have never called more 
than ten per centP A.—yYes, this is 
capital stock of the National Agency, 
and it has been all called. 


Q.—At that time you were includ- 
ing uncalled capital because it was 
uncalled P A.—Yes, it was subject 
to call. 

Q.—It had not been called? A.—It 
may not have been called at that 
date, but it may the next day or the 
next month. 

Q.—At that time it was not called? 
A.—It says it was not called. 

Q.—It was not called? A.—WNo. 

Q.—You put in your list of assets 
your uncalled capital and add to it 
the premiums that you are going to 
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get from the (shareholders? A.— 
All that was uncalled and subscribed. 
Q.—All the uncalled private capi- 
tal and the premium of it? A.— 
Yes. , 

Q.—That was put in as an asset? 
A.—Yes. 

Q.—On the other side of the ac- 
count you put it as a liability, the 
amount of the call and not the prem- 
ium P A.—It is treated there as 
contingent surplus. 

Q.—You put in the stock without 
the premium as one item? A.—Yes. 


Q.—And in the other item it is 
really premium on the capital stock 
that has been subscribed which con- 
stitutes your surplus; you call it 
contingent surplus for the reason it 
has been called and has not been de- 
manded, and is not yet due? A.— 
Yes, you could not put it in as a 
liability, because it is not a liability. 


Q.—The whole of that surplus in 
that statement, the surplus consists 
of the premium that shareholders are 
yet to pay on their stockP A.— 
No, there is $18,422 besides that. 

Q.—That is the last item? A.—It 
is the same item. 


Q.—But in this item that you call 
surplus that consists entirely of the 
premium yet to be paid on stock that 
has not been called? A:—An item 
called the contingent surplus. 

Q.—I see your liabilities, deben- 
turesP A.—Yes. : 

Q.—What debentures have the Nat- 
ional Agency Company issued? A.— 
Those debentures were issued as col- 
lateral to a call loan. 

Q.—What call loan was it? A.— 
$35,000. 

Q.—The National Agency had? 
A.—Yes. 

Q.—From whom? A.—TI think the 
Union Bank. 

Q.—For what purpose? A.—The 
purpose of the National Agency Com- 
pany. 

Q.—For what purpose of the Nat- 
ional Agency Company? A.—The 
purposes for which it was organized. 

Q.—What was the money used for, 
what would they be wanting? A.— 
To hand to the Union Life for the 
conduct of its business. 

Q.—So that the National Agency 
Company had to borrow $50,000 to 
pay for this? A.—$35,000. 

Q.—And ,they issued debentures? 
A.—As collateral. 
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Q.—What were those debentures 
onP A.—They were a general charge 
on the assets of the company. 

Q.—A general charge on all the 
assets of the National Agency Com- 
pany? A.—Yes. 

Q.—To get the money to pay the 
capital stock and premiums, or part 
of it at any rate, the National Agency 
Company borrowed from the Bank 
$35,000P A.—Yes. 

Q.—And then gave the Bank secur- 
ity on everything that it had for that 
money by way of debentures? A.— 
The debentures were a first charge 
on the assets of the company. 


Q.—What assets of the National 
Agency Company would that be on? 
A.—It would be on the Union Life 
stock and these bonds, $12,000, notes, 
the assets that are scheduled out in 
that statement. 


Q.—The debentures would be issued 
on such assets as these: stocks held 
by the company, and the two bonds 
you have spoken of, Port Hood and 
the Quebec bonds? A.—Yes. 

Q.—Promissory notes, the com- 
pany’s share of premiums collectable 
but not yet due; the organization ex- 
penses, were they included? A.— 
Included in the statement. 


Q.—So that debentures would be 
a charge on organization expenses, 
uncalled stock and premium, and 
cash in the banks and on hand; have 
you one of the forms of debentures 
here? A.—No, we can get you one. 


MR. McLAUGHLIN: We will 
have one in the morning. 


MR. TILLEY: How much were 
the debentures issued for? A It 
says here $35,000. 


Q.—And you do not show the loan 
from the bank, you say the deben- 
tures were issued as collateral sec- 
urity? A.—I may not be quite right 
about that, but my recollection is 
they were issued as collateral. 

Q.—Has the National Agency Com- 
pany issued any further bonds? A. 
—Yes. 

Q.—To what extent? A.—I think 
about $150,000 or $160,000. 

Q.—The company has taken author- 
ity to issue some $250,000P A.—Yes. 

Q.—But it has not issued over the 
$160,000? A.—No. 


MR. SYMONS: Would it be proper 
at this stage to trace the disposition 
of that $35,000 issue; it was subse- 
quently retired. 


MR. TILLEY: Yes. 


Union Life Ins. Co. 
(H. Pollman Evans, ex’d) 
(W. H. Carrie, ex’d) 


MR. SYMONS: That $250,000 issue 
was a subsequent one. 


MR. TILLEY: Let us have the 
record. 


Q.—Commencing with Mr. Evans’ 
statement, is that right that it was 
collateral to a loan? 


MR. SYMONS: That arose in this 
way, the Directors gave their note and 
discounted it in the bank and took 
those debentures as collateral, and the 
note subsequently was retired and the 
debentures given up for cancellation, 
and following that this trust issue was 
authorized, $250,000. 


MR. TILLEY: Mr. Evans points out 
at page 31 of the minute book of the 
board of directors, ‘‘Moved by Dr. 
Huges, seconded by Col. Jones, That 
the debentures of the company as 
authorisd by by-law number 39 be 
issued from time to time to the Presi- 
dent for the time being as trustee for 
the directors, ete. (Reads_ whole 
resolution.) ; 


Q.—So that the transactions seems 
to be that certain persons who had 
subscribed for stock in the National 
Agency Company had given their notes 
for the full amount or part payment 
on account? A.—Yes. 


Q.—These notes in the aggregate 
belonged to the National Agency Com- 
pany? A.—Yes. 

Q.—Were they put into the bank? 
A.—No. 

Q.—They were kept by the company? 
A.—Yes; we did not wish to discount 
them individually. 


Q.—So then you gave your note or 
a note of the company endorsed by the 
directors, or certain of them, to the 
bank’77A:—- Yes! 


Q.—And debentures then were issued 
in your favor? A.—Mr. Symons as 
trustee. 

Q.—On all the assets of the National 
Agency Company as security for you 
directors to protect you against your 
endorsation? A.—Yes. 

Q.—That loan was paid? A.—Paid 
to the bank, yes. 

Q.—And the debentures then were 
returned to the company? A.—Yes. 


Q.—Have they been used since? A. 
No, they have been cancelled. 

Q.—You have explained an item of 
contingent surplus; let me see the 
next item of dividend that you paid, I 
think it is at page 86? A.—It is on 
page 82. (Shows.) 
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Q.—Then is dividend then of Febru- 
ary, 1905; then at page 86 there 
appears to be the minute of a special 
meeting of the Maritime Board, what 
is the Maritime Board of the National 
Agency Comany? A.—That consisted 
of six or seven gentlemen in Nova 
Scotia who were acting as advisory 
directors, a sort of sub-board. 

Q.—Where was this meeting held? 
A.—I could not say, I think Halifax. 

Q.—Board of Trade rooms, Halifax, 
April 5th, 1905: ‘‘The report of the 
delegates to Toronto was then given, 
etc. (Reads minute on page 86, to the 
words ‘‘The meeting adjourned.’’ Was 
the percentage that you received or 
were to receive from the Union Life, 
that is the National Agency Company 
was to receive, was it ten per cent. or 
twenty per cent? A.—Ten per cent. 
of the premium income. 

Q.—That is you were to receive that 
clear? A.—Yes. 

Q.—Was it represented that the 
dividend that the National Agency 
Company was paying was out of this 
ten per cent.? A.—Not altogether ; 1t 
was to form part of the earnings of the 
company. 

Q.—Had you received from _ the 
Union Life Company that ten per cent. 
at that time? ‘A.—Yes. 

Q.—Was it being paid to youP A.— 
Yes. 

Q.—And you had it in hand? A.— 
Yes. 

Q.—Notwithstanding the payment 
that had to be made to the Union Life 
at that time you say you had the ten 

er cent. out of which to pay the 

ational Agency Company sharehold- 
ers? A.—Yes. 

Q.—Why do you say this was not 
entirely out of that? A.—Because 
there were other sources of profit. 

Q.—What were the other sources of 
profit of the National Agency Com- 
pany? A.—The premium on its capital 
and interest from investments it may 
have had. 

Q.—You call the premium on its 
capital profit? A.—Yes. 

Q.—Anything else? A.—Interest on 
any investments which it may have 
had. 

Q.—Have you given me now all the 
courses of income? A.—I think so, all 
that occur to me at the moment. 

Q.—You continued, I suppose, to 
include in your assets all the moneys 
paid to the Union Life Company 
whether for capital or on account of 
capital or on account of premiums? 
A.—Yes. 
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Q.—Treating that as an asset all 
the time? A.—As an investment for 
the amount we had paid in. 

Q.—Did you in any way take steps 
to ascertain whether the business was 
fairly worth that money that had been 
paid in, whether the Union Life—? 
A.—Only in a general way. 


Q.—To what extent, if any? A-—— 
We computed what we thought was a 
reasonable valuation of the business on 
the number of times, and made a com- 
parison on the value we carried the 
business at in our books. 


Q.—You seek to justify that item in 
your statement of assets by taking the 
weekly debit or monthly debit at the 
time that it was monthly debited, and 
multiplying it by a certain number of 
times, and then saying: Now, that is 
what that business is worthP A.— 
Yes; we do not seek to justify it, but 
we explain that was the reasonable 
valuation. 

Q.—That amount is not an amount 
that you arrived at in that way, but 
it is the actual payments made in to 
the Union Life? A.—Yes. 


Q.—And you say that—? A.—We 
compared that occasionally and found 
it was well within the proper valua- 
tion of the business, much below, in 
fact. 

Q.—That we will take up later, be- 
cause that is a separate matter as to 
the progress made by the Union Life? 
A.—Yes; we want an opportunity of 
making that clear. 


Q.—That is probably something that 
is more of an actuarial question than 
it is from the manager’s standpoint ? 
A.—It is a very vital one to us that 
it should be made clear. 


Q.—The next dividend apparently 
was in August, 1905, page 95, that was 
a dividend of five per cent.: ‘‘The di- 
vidend of five per cent. upon the paid 
up capital stock of the company be 
payable on the 30th day of Septem- 
ber,’’? etc. (Reads to the words ‘10 
days previously thereto.’’ There seems 
in that resolution to be a special clause 
as to payment of this: ‘Provided, 
however, that such dividend shall be 
calculated and credited,” etc. (Reads 
whole clause.) What is that special 
clause at the end of the resolution for 
that dividend number 7 for, what does 
it mean? A.—Simply this, various 
calls had been made of 25 per cent.— 

Q.—You mean calls on the Nation- 
al Agency Company stock on account 
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of the stock itself? A.—Yes, the stock 
was originally sold at 25 per cent. call- 
ed up, and the other three subsequent 
calls were made at different times, and 
the dividend was only to be paid to 
those who had paid up—if any man 
had paid up in the interval he was 
only to get his dividend for that length 
of time he had made his payment. 

Q.—‘‘Or as may be provided by any 
special agreement relating thereto re- 
spectively’’—what does that mean? 
A.—I do not know, unless the issue 
of the certificate might state; if a man 
sent in a payment in the middle of the 
period his certificate might state he 
was not to get a dividend before that. 
We would probably want to make it 
clear on the stock certificate; I am 
not sure as to that, that would be my 
recollection. 


Q.—You say that each shareholder 
shall be paid his dividend on his mon- 
ey while his money is in the company ; 
that is practically. what it means? 
A.—Yes. 


Q.—Then you say, ‘‘Or as may be 
provided by any special agreement 
relating thereto’??? A.—Mr. Syntons 
might be able to explain it; I did not 
draw the resolution. 


Q.—Here at the end of the resolu- 
tion, ‘‘Or as may be provided special- 
ly by any issued stock certificate’’— 
what does that mean? A.—That 
would probably be as I explained to 
you. 


Q.—That is to say, some stock cer- 
tificate in favor of A. might be on 
different terms from a stock certificate 
in favor of B. is not that what it 
means? A.—No, it means one man’s 
stock—supposing a man had paid in 
25 per cent., then he paid the subse- 
quent call of 25 per cent. on a differ- 
ent date, he would send in his original 
certificate and a new one would be is- 
sued at a different date, it might be 
half way between times of two divi- 
dend dates, and the stock certificate 
would provide no doubt that he would 
only receive his dividend from the time 
he paid in full. 


Q.—What this resolution says is: 
“Tt is provided that the dividend shall 
be calculated and credited only from 
the respective dates of payment upon 
so much of the final call as shall have 
been paid before the day upon which 
the dividend was payable’’—that is 
perfectly plain what you mean there? 
A.—Yes. ‘ 

Q.—It is payable on the amounts 
paid previously? A.—Yes. 
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Q.—For the time it was with the 
company? A.—Yes. 

Q.—Why do you need to make any 
exception from that, any such thing 
as that, ‘‘Or as may be provided for 
by any special agreement relating 
thereto’? A.—I do not know. 


Q.—Does not that mean there was 
some special agreement regarding di- 
vidends with certain shareholders? A. 
—No, I know nothing about that at 
all. 

Q.—Will you look up the records 
about that and find out? A.—Yes. 


Q.—All this time there seems to 
have been disputes or questions raised 
by some shareholders as to your right 
to pay dividend? A.—No, I do not 
‘think that the shareholders raised any. 

Q.—Did not the Maritime Board 
raise that question? A.—I do not re- 
collect of their doing so; if it is in the 
minutes no doubt they did, but I have 
no recollection. 

Q.—Have you any recollection about 
that? A.—I do not recollect it now, 
if it is there it is no doubt so; I was 
mostly engaged in the life insurance 
management, and those things slipped 
my attention. 

Q.—I see a resolution here on page 
108, that seems to refer to the divi- 
dends after that year; it says, ‘‘Mr. 
Evans, Vice-President of the Company, 

was present and advised the Board,’ 
etc. (Reads down to the words, ‘‘here- 
after considered available for that pur- 
pose’)? A.— Yes. 

Q.—Then it goes on to provide, un- 
issued stock may be offered to the pre- 
sent shareholders at par; some fur- 
ther stock was issued? A.—I do not 
think so. 

Q.—Are you sure about that? A.— 
No, I do not think there was; Mr. 
Symons can probably tell you. 

MR. SYMONS: There has been no 


further issue. 


MR. TILLEY: Other stock of the 
National Agency Company had been 
issued, had it not, Mr. Evans, and I 
think it was referred to this morning 
—did Mr. Shepley ask you about that? 
A.—Mr. Shepley spoke about it. 

Q.—Mr. Evans, what determined the 
time at which you would call for fur- 
ther payments from the National 


_ Agency Company to the Union Life 


Assurance Companyr A.—I do not 

quite understand your question. 
Q.—What would be the thing that 

would decide you to make a further 
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call? A.—The necessity for a larger 
investment by the National Agency to 
continue the business of the Union 
Life, to extend it. 

Q.—The necessity for a larger in- 
vestment for the National Agency in 
the Union Life in order to supplement 
the Union Life funds A.—Yes. 

Q.—The thing that would make it 
necessary to get’ more money would 
be the need of money by the Union 
Life? A.—Or the prospective need of 
it. 

Q.—When you speak of the pros- 
pective need do you mean the need of 
money to disburse, or the need of 
money to get ready for the end of the 
year? A.—It would probably be both. 


Q.—It was the moving cause? A.— 
In any case it would the latter be- 
cause it was always our desire that 
the $100,000 surplus should be in hand 
on the 3lst December. 

Q.—We have then the house-clean- 
ing at the end of the year always pre- 
sent? A.—yYes, you can call it that. 

Q.—That would have to be attend- 
ed to—I mean the annual statement? 
A.—Yes. 

Q.—That had to be a sworn state- 
ment sent in to the government? A. 
—Yes. 

Q.—And every year you would be 
anticipating that statement I suppose, 
sooner or later in the year, you would 
be thinking of it? A.—Yes; we would 
know during the year approximately 
what we would require at the end of 
the year. 

Q.—And I suppose if it had not been 
for the sending in of that annual 
statement you would not have needed 
the money so soon in the Union Life? 
A.—It would depend on what our re- 
quirements were; we would need it 
sooner or later. 

Q.—I am not asking you a theoreti- 
eal question but a practical one; you 
can say now from what your experi- 
ence was? A.—It might be we might 
need immediate money for the pay- 
ment of current expenses. 

Q.—It might be a hundred things, 
but I am asking you as a fact, you 
would not have required the money but 
for the annual return to the govern- 
ment? A.—It might be as I say: on 
account of current expenses or it 
might be the necessity of reserve. 


Q.—I want to know in your ex- 
pense on these last three or four years, 
if it had not been for the annual state- 
ment you had to send in on the 31st 
December would you have need the 
money otherwise than for that pur- 
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pose so soon as you did for that par- 
ticular purposeP A.—yYes, I should 
think we would need it currently as 
we went along. 

Q.—You needed it to pay out? A. 
—_No, to provide for the necessary re- 
serve on the business. 

Q.—I am leaving out the compli- 
ance with the Act in that respect, I 
am asking you for your own purposes 
as an insurance company, not to show 
solvency, but for the purpose of pay- 
ing out, you then needed the money? 
A.—Yes, needed it right along. 

Q.—Do you put it this way, that 
the annual return did not hasten the 
payment in of money to the life in- 
surance company? A.—It might have 
hastened i1t— 

Q.—I want to know what it did, not 
might? A.—Certainly, we might put 
it in in December, but if we had not 
had to make the statement out we 
micht not Lave till January. 

Q.—Then the money was not paid in 
in December, and you might not have 
paid it in in January? A.—Quite so. 

@.—Or February? A.—Possibly. 

Q.—March? A.—Possibly. 

Q.—Or April? A.—Well, I should 
think we would need it by that time. 

Q.—Are you sure you would need it 
during the whole of the following 
year? A.—It depends on what year 
you are considering. 

Q.—I am considering any year? A.— 
The early years we would certainly 
need it right along, because our prem- 
ium income is so small in an industrial 
company. 

Q.—Take the year you would need 
it least, would it run through the 
whole year? A.—No, it would not. 


Q.—How might it have run in any 
of those years? A.—I couldn’t tell 
you. It is a purely theoretical ques- 
tion. 

Q.—No, it is a practical question; 
you know what your needs were, and 
what money you had to pay out. Now 
I am not asking you as to a day. I 
am asking you as to a month, or a 
couple of months? <A.—I*+ would de- 
pend altogether on what business we 
did when the company would require 
the money. 

Q.—You know what business you 
did? A.—Well, as I have stated sey- 
eral times, as we required it for the 
expenditures the money would be 
forthcoming. 

Q.—Having regard to the require- 
ments that existed during the time 
your company has been carrying on 
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business, could it have run a whole 
year later than that December before 
you would need to pay in the money 
or the whole of it? A.—Oh, I think it 
would be required before the end of 
the year. 

Q.—But you cannot say how long 
before ? A.—No. 
, Q.—However, the annual statement 

had to be sent in, and that would 
make it necessary to show your condi- 
tion on the 8lst of December? A.— 
Quite so. 

Q.—Now I suppose that you regard 
the Insurance Act as calling upon you 
to maintain the reserve all the time? 
A.—Yes. 

Q.—Not only on the 3lst of Decem- 
ber? A.—Yes. 

Q.—Did you do that? A.—Certain- 
ly, we had the reserve covered, and 
probably $50,000 more in excess of it. 

Q.—Now your transactions in get- 
ting securities from this exhibit that 
was put in, seem to be in the month 
of December? A.—Yes, large numbers 
of them. 

Q.—Why would that take place in 
December? A.—Because it was at that 
time that we would feel it desirable to 
keep that surplus over and above the 
reserve up to $100,000. 

MR. McLAUGHLIN: The money 
paid in in December would be to make 
up impairment of capital, not of the 
reserve. 

A.—A glance at. the financial state- 
ment of the company will settle all 
that. 

MR. TILLEY: Tell me just how you 
would proceed to get these securities 
into the possession of the Union Life 
Insurance Company in the month of 


December? A.—The Union Life would® 


purchase them from the National 
Agency, and the National Agency 
would deliver them. 

Q.—Before the Union Life could pur- 
chase them from the National Agency 
you would have to put the Union Life 
in funds? A.—Yes. 

Q.—Where would you put the Union 
Life in funds ? A.—They were no 
doubt transferred in some cases as part 
of the premium which the National 
was paving at the end of the year to 
the Union. 

Q.—You say they were no doubt in 
some cases transferred as part of the 
premium; I thought that we had the 
premium transfers from the cash book 
this morning? A.—They may have 
keen. Iam not sure as to that. Some 
of them were shown by journal entries 
were they not? 

Q.—Only a small amount of stock? 
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MR. McLAUGHLIN: Turn up any 
entry you want, referring to any par- 
ticular stock or security and then get 
at the facts. 

MR. TILLEY: You were refecring 
to payments shown in your cash book 
this morning during 1903 and 1904f 
A.—Yes. 

Q.—Were they or did they purport 
to be in the first place cash transac- 
tions, or were they transfer of securi- 
ties? A.—I think in most cases they 
were cash. 

Q.—If they appeared in the cash 
book can you say whether they were 
cash transactions or not? <A.—I 
couldn’t say at this moment, no, but I 
think they would be, most of them. 

MR. McLAUGHLIN: Mr. Carrie 
will explain that. 

MR. TILLEY: I want to know whe- 
ther those items you brought from the 
cash book this morning, Mr. Carrie, 
were transfers of cash from the Na- 
tional Agency Company to the Union 
Life or were they transfers of securi- 
ties? 

MR. CARRIE: (Continues to an- 
swer until a change is indicated.) I 
understand you to say, all items ap- 
pearing in the cash book, were pur- 
chases. were paid out for the stock, 
and all those items appearing in the 
journal were transfers. The stock was 
all transferred to the Union Life from 
the National Agency. 

Q.—I am sure I do not understand 
what you mean by that. A.—Well, 
your question possibly covers such a 
large ground that I don’t understand 
it. 

Q.—You read this morning a list in 
the year 1904 of certain payments that 
were supposed to have been made from 
the National Agency to the Union 
Life, $1,000, and $2,000 and so on, 
totalling we will say in one year, in 
one case I think $104,000 or $109,000. 
Now I want to know whether those 
were cash or not cash? A.—Premium 
on the stock. 

Q.—I am not asking you what they 
were paid for, but what they consisted 
of. Was it a cheque that was handed 
over, or a bond or debenture, or what 
was it that was handed over to the 
Union Life from the National Agency? 
A:—It was as you saw it. 

MR. KENT: JI would ask whether 
all the entries in the cash book are 
entries for cash, or journal entries put 
through a cash book? 

MR. TILLEY: That is what I am 
trying to get at now sir. That is not 
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such an involved question as you were 
indicating a minute ago, that is very 
simple? A.—They are all cash trans- 
actions. 

Q.—What do you mean by cash 
transaction? A.—I mean where a 
cheque is issued and passed into the 
company’s possession and then into 
their bank account, duly deposited in 
their bank account. 


Q.—That is what I’ wanted to 
know. Then the first*step in this 
process of showing an unimpaired 
capital in the Union Life Insurance 
Company would be the obtaining of 
money from the National Agency, Mr. 
a (Mr. Evans continuing.) A. 
—Yes. 

Q.—And I suppose both your account 
and the National Agency account 
‘ would be in the same bank? A.—Yes. 

Q.—That is the Union Bank? A.— 
Yes. ' 

Q.—And then I understand from 
what the bookkeeper has told you, that 
each one of those entries that he read 
out this morning showing payments 
made on capital stock, or on premium 
account? A.—Yes. 


Q.—That there would be a cheque 
issued for it by the National Agency 
Company to the Union Life Company? 
A.—Yes. 

Q.—And that cheque would be 
deposited in the same bank, to the 
credit of the Union Life Company’s 
account? A.—Yes. 

Q.—And in that way the money 
would be shown to be paid from the 
National Agency Company to _ the 
Union Life Insurance Company? A. 
Yes. 

Q.—Now then in respect of those 
payments, take December 31st in the 
year 1903. You remember that pay- 
ment of $30.500: that made up the 
$40,000 on the last day of the year? 
Ai—Y.es; 

MR. CARRIE: (Continues until a 
change is indicated.) It is in two 
items: although I revorted it as 
$230.00N. there is $2.000. above that, 
and $28,000. Here is the $2,000 item. 

Q.—The $2,000 item is shown? A. 
—As a payment on the 8th. 

Q.—Which book are you looking at? 
A.—The Union Bank. 

Q.—But which company, the Union 
Life or the National Agency? A.— 
The National Agency. 

Q.—On December 7th or 8th is that? 
A.—On December the 8th. 

Q.—On the 8th of December, 1908, 


there is a debit item in the National 
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Agency Company’s book for $2,000? 
A.—Yes. 

Q.—That is part of the $30,500? A. 
I believe it to be, yes. 

Q.—Then on the 3lst. of December is 
a debit item for $28,500. That would 
be the balance of it? A.—That would 
be the balance. 

Q.—Then how did that leave the 
National Agency bank account in the 
Union Bank of Canada? * A.—The 
bank balance shows that. 


Q.—What does it show? I want it 
on the record. A.—$20,108.42. 

Q.—Which way was that halance? 
A.—That was the credit balance on 
that day as balanced here, at the first 
of the year, commencing the Ist year 
there was a credit balance of $20,- 
108.42. 

Q.—What was this cheque or this 
debit item on the 2nd of January, 
1904, $17,423.67? A.—That was in 
1903? JI will have to refer to the cash 
book for that item. 

Q.—January, 1904. What is that 
for? A.—I will have to refer to our 
cash book. The bank book- simply 
shows a debit item. 

Q.—Let us see the cash book then. 


‘A.—It is a payment to the Union 


Bank of Canada. 


Q.—What was that payment to the 
Union Bank of Canada for on Janu- 
ary 2nd? =A.—On their current 
account. 

Q.—Look at December the 31st and 
tell me what the credit item there is 
of $16,845.86? <A.—That would be a 
receipt from the Union Life of $16,- 
000 whatever those figures are. 

Q.—$16,.845.36. A.—That is right. 

Q.—That is a cash transaction? A. 
oy OSs 

Q.—Between the Union Life and the 
National Agency Company? A.—Yes. 

Q.—Now what would that cheque be 
issued by the insurance company to the 
National Agency Company for? A.— 
On account ‘of their commission 
account, as in the agreement hetween 
the Union Life and the National 
Agency Company. 

Q.—Then at what date at the end 
of 1903 did the Union Life take over 
from the National Agency the secur- 
ities that are shown in this statement ? 
T see here on December 31st the 
National Agency Company sold to the 
Union Life $6,000 worth of securities. 
Where is that transaction shown? A. 
—TI will have to refer to the ledge~. 
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Q.—Where is that shown, the pur- 
chase of those scurities? A.—Would 
that not be a journal entry?. You are 
asking me questions that you have 
compiled from books that you have 
had access to, and it is_ perfectly 
impossible for a bookkeeper to hand 
them to you right off the reel. 

Q.—I hope I am not unduly press- 
ing you. We have not seen the entries 
at all. A.—What stocks are they? 

Q.—Dominion Permanent Loan, 
Canadian Birkbeck, Colonial Invest- 
ment and Loan. A.—Those two stocks, 
the Dominion Permanent and the Can- 
adian Birkbeck were both received and 
paid for by the Union to the National 
on the 3lst of December. Then you 
have some Colonial have you? 


Q.—Where is the entry for that? A. 
In the National Agency Cash book, a 
receipt to the Unon Life, $2,000. 

Q.—The Dominion Permanent Loan 
stock that was bought was $4,500 and 
the Canadian Birkbeck $1,000 and the 
Colonial Investment $500? ‘AN. 
think at that date you will remember 
it was transferred to the Colonial 
Loan, as I showed in the journal this 
morning. That Dominion Permanent 
Loan was from the journal 15 Decem- 
ber 31st, $1,000 in cash and there is a 
journal entry here for $3,500; that is 
$4,500. The other is the Colonial on 
the 3lst of December, there was $500 
received through a transfer to the 
Union Life from the National Agency. 

QO-—-Is ‘that cash? oA.—-No, ‘the 
stock was transferred through the 
journal and taken credit for as bills 
receivable on that date. 


Q.—That is to say that item is 
$500 Colonial Loan and Investment 
stock, transferred to the National 
Agency Company to the Union Life 
on the 3lst December, and paid for 
how? A.—Paid for by being credit- 
ed to the note due to the Union Life 
by the National Agency that they 
had previously given at an earlier 
date. 

Q.—Show me that entry? Whee: 
Here it is. $4,000. That is the 
$3.500 and $500. 

Q.—That is to sav that would in- 
elude the $500 of the Colonial Com- 
pany and the $3,500 of the Domin- 
ion Permanent? A.—That is cor- 
rect. 

Q.—That is the item of $4,000 that 
Mr. Evans was to explain and that 
is the explanation of it. 

MR. EVANS: It was Mr. Carrie 
was it not. 
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Q.—One of you had the responsi- 
bility of looking it up, but that is 
the explanation, that $4,000 consists 
of $38,500 Dominion Permanent stock 
and $500 Colonial? A.—(Mr. Carrie 
continuing.) Yes. 

Q.—Where is the other Canadian 
Birbeck P A.—Here are the other 
two items. 

Q.—$1,000 for each, for the Cana- 
dian Birbeck and Dominion Perman- 
ent in cash. How were the price of 
those thansferred to the National 
Agency Company? A.—The Nationl 
Agency Company received $2,000 in 
cash and also received a credit: of 
$4,000 against their note. 

Q.—Where’*is the cash transaction 
shown here in your bank book? A. 
—There is a $2,000 item there, pos- 
sibly that is it. 

Q.—You think that would be the 
$2,000 itemP A.—Yes, it is given 
on the same day. 

Q.—Now in 1904, that was the year 
when the $104,000 was transferred 
from the National Agency Company 
to the Union Life and of that of De- 
cember 26th $68,000 was transferred. 
Now where is that shown? A.—That 
is December, 1904? 

Q.—Yes, where is that shown in 
this bank book of the National Agency 
Company? A.—There is a cheque 
here on the 29th of December for 
$101,645.20. 

Q.—That is a credit, a deposit 
isn’t it? A.—A deposit, yes. Here 
on the other side there is a cheque 
issued for $107,000. 


Q.—Just look up and see what that 
cheque was for? A:-——This: is, 1905 
Mr. Tilley. 

Q.—Mr. McLaughlin handed it to 
me and we both thought it was 1904? 
It is 1904 at the beginning. We have 
gone through two years, that is all. 
«Here is December. A.—Here is the 
$68,000. 

Q.—It is shown on December 31st, 
an item of $68,000 on the debit side. 
Where is that credit item just before 
that on the same day, $54,615? A. 
—I find a cheque issued here to the 
amount of $48,000, or an amount 
charged of $48,000, a credit to the 
Union Life on December 3lst. 

Q.—How can that be, it should be 
68. There is $68,000 shown on De- 
cember 31st, 1904. Now you gave 
me this morning December 26th, but 
this is the National Agency Company 
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book and the other was from the 
Union Life book? A.—Yes. 


Q.—$68,000. Then what other 
cheque do you see the same time or 
about the sameP A.—$48,000. 


Q.—Union Life Company and en- 
tered in lead pencil is it? A.—I 
think it is ink. 

Q.—I would think that is lead pen- 
cil. A.—However, we have the led- 
ger entry in ink. 


Q.—What was it forP A.—It was 
for the commission paid to the Union 
Life in accordance with their agree- 
ment. 


Q.—No, the National Agency does 
not pay the Union Life commissions? 
A.—I think according to the contract 
they do. 


Q.—I thought the National Life 
got commissions from the Union Life 
of 10 per cent? A.—yYes, but the 
National Agency undertakes to pay 
a certain percentage of the expenses. 


MR. EVANS: It would be a cheque 
for the National’s share of the Union 
expenses. 

MR. CARRIE: That is right. 


Q.—Then do I understand that the 
National Agency paid to the Union 
Life on December 31st, 1904, $112,- 
000? A.—(Mr. Carrie continuing.) 
That is right. 


Q.—Where does that come out in 
the bank book. of the National 
Agency? I don’t see any entries for 
that either? 


MR. KENT: These amounts re- 
ceived should appear in the cash book 
of the Life Company. Are . you 
using the bank book of the Life 
Company P 


MR. TILLEY: I am asking now 
for the corresponding entry to this 
entry of $48,000, in the bank book. 
TI have not found it yet but I do not 
wish to say we won’t find it. A.— 
These items are all distributed to the 
different accounts. You would have 
to refer to the check book to get the 
information you are seeking. 


Q.—What I want to know is where 
that $48,000 cheque is in your bank 
book regardless of how you distributed 
it afterwards? A.—It may appear in 
the ‘bank book as an individual item 
of $48,000, but that might have been 
one, two or three cheques. That is 
often the case that you distribvte the 
cash. The thing would have to be 
summed up. 
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Q.—Let us get it in your own way. 
There is a credit entry when the 
cheque is issued. Be careful to say 
what book it is in, so that we will 
get it downP A.—The National 
Agency issued a cheque, shown in the 
stub of the cheque book, to the amount 
of $101,615. That was in payment to 
the Union Life Insurance Company of 
their share of the commissions, in 
pursuance of the contract, of $60,- 
000; $5,000 on account of a note; they 
paid for Colonial stock $26,140; Do- 
minion Permanent Loan $1,000, a 
debenture presumably, and $3,000 
stock in the same company; Trusts 
and Guarantee Company $1,500; Wes- 
tern Insurance stock $475; Canadian 
Savings and Loan Company $1,000; 
Alliance Loan Company $2,500; Elec- 
tric Developing Company bonds §$1,- 
000. That is all, together with the 
$60,000, amounting to $101,615. They 
received that money from the Union 
Life ,paid by the Union to the Na- 
tional Agency Company. On the other 
hand the National Agency pay to the 
Union $48,000, giving a cheque to the 
amount of $53,615, which appears in 


the Union Life cheque book at that 
date. 


Q.—Then let us understand what 
you are making there. You say that 
the item of $48,000 which is shown on 
December 31st, 1904, is accounted for 
in this way, that the Union Life Com- 
pany owed to the National Agency 
Company the $60,000 and _ other 
amounts for bonds, Debentures and so 
on, making in all $101,615? A.—That 
is correct. 

Q.—The Union Life did not give to 
the National Agency a cheque for that 
amount, but for that amount less the 
$48,000 which the National, Agency 
owed to the Union Life? A.—That is 
correct. 

Q.—What was that $48,000 owed 
for? A.—That $48,000 was on account 
of the National’s share of the liability 
that it held in the agreement for the 
expenditure, the field expenditure 
that they were to be responsible for. 
I believe I am correct in the contract 
leading that way. However, it is on 
file and may be read. 

Q.—And the $60,000 was what? A. 


.—The National Agency’s share of the 


commission. 

Q.—So that the Union Life owed the 
National Agency $60,000 for its 10 
per cent. under the agreement where- 
by the National Agency Company was 


INSURANCE. 


SESSIONAL PAPER No. 66 


22nd day, May 8th, 1906. 


appointed agent, and the National 
Agency Company owed to the Union 
Life on the taking or accounts $48,- 
000 towards expenses that the Union 
Life had paid which the National 
Agency Company should pay under 
the agreement, is that what you mean? 
A.—That is correct. 

Q.—And all these other items of 
bonds and debentures and so on that 
are in there for 1904 are included in 
that adjustment of amounts, leaving 
the balance? A.—Of $53,615. 

Q.—And that was paid by the Union 
Life to the National Agency by 
cheque? A.—By cheque. 

Q.—When the National Agency had 
placed to the credit of the Union Life 
the money to pay it with in the shape 
of a premium on stock of $68,000? 
A.—Certainly, $68,000. 

Q.—So then on December 31st the 
transaction went through in that way. 
In the first place the Agency Com- 
pany supplies the Life Company with 
the money necessary to make up what 
it needs at the end of the year for 
the Insurance Department? A.—For 
the protection of its surplus. 

Q.—For its annudi return? A.—For 
its surplus. Distinctly for its sur- 
plus. 

Q.—I will take this from Mr. Evans 
now. The National Agency Company 
was paying on that 3lst day of Decem- 
ber, so that everything would be in 
order for the annual return which had 
to be made that day? A.—(Mr. Evans 
continues.) Yes. 

Q.—Then a demand would be made, 
calling it premium on stock of a suffi- 
cient amount to show the capital un- 
impaired? A.—Yes. 

Q.—I suppose in arriving at that 
$68,000 you would figure out just 
what the Union Life needed? A.— 
Approximately so. 

Q.—Exactly so, making it an even 
call? A.—Yes, you could hardly get 
it because the valuation of the re- 
serve has to be made before that 
which would take some time, but we 
knew approximately what that would 
be. 
Q.—You would consider the situa- 
tion towards the end of December? 
A.—Yes. 

Q.—And you would come to the 
conclusion as to what money you 
would require from the agency Com- 
pany to be deposited to the credit 
of the Union Life without any cor- 
responding liability on the part of 
the Union Life for that money? A. 
—Yes. 
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Q.—You would have that money 
deposited as premium on _ capital? 
A.—Yes. 

Q.—And then you would adjust 
the Agency account under the agree- 
ment that the National Agency Com- 
pany had and then you would take 
over assets I suppose from the Nat- 
ional Agency, that the National 
Agency had bought during the year? 
A: Yes. 

Q.—Consisting of stocks and de- 
bentures in different companies? A. 
Yes. 

Q.—Then those would be paid for 
after the Union Life would be placed 
in fundsP A.—Yes. 

Q.—That is the method by which 
you would get matters in shape so 
that the stock would be unimpaired 
at the end of the year? A.—Yes. 

(Adjourned to 10.30 on Wednesday 
the 9th of May, 1906.) 


TWENTY-THIRD DAY. 


MORNING SESSION. 
Toronto, May 9th, 1906. 


JUDGE MacTAVISH: Owing part- 
ly to other engagements on the part 
of those interested in the Commis- 
sion, which it has been difficult to ar- 
range, and partly to the difficulty in 
arranging for suitable accommoda- 
tion, as the Court Rooms will all be oc- 
cupied next week, the Commission, 
when it adjourns on Friday next, will 
adjourn until Monday, the 21st in- 
stant, at Toronto. 

MR. SYMONS: With Your Hon- 
ors’ permission I would like to make 
an explanation as to the meaning of 
that resolution regarding dividend 
number 7, which was referred to yes- 
terday in Mr. Evans’ evidence. I 
framed that resolution and am _ na- 
turally responsible for the phraseol- 
‘ogy, and it is a little different from 
the ordinary form, and for this rea- 
son: You remember it provides for 
the payment of dividends to the 
shareholders who are on record at the 
closing of the stock book, ten days 
before the date of payment, and also 
are to be credited only from the re- 
spective dates of payment of so much 
of the final call up to the date 
of the payment of the dividend, 
or as may be provided by any 
special agreement relating thereto 
respectively. That arose in this way: 
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at this time, you will remember, as 
Mr. Evans stated in the evidence, 
some of the shareholders who were 
unable to carry their stock, desiring 
to be relieved of their unpaid-up 
stock, we were arranging to sell to 
others and transfer ,in their behalt, 
but it occurred to us in protecting 
our shareholders who had already 
paid up it was not fair that those 
transierred shares should carry the 
full dividend; consequently the cer- 
tificates that were issued to the 
transferees at that time on _ those 
shares was somewhat in this way: 
“Dividends declared on this certifi- 
cate shall not be calculated from an 
earlier date than .......... ”? That was 
put on each certificate and bore the 
date of the certificate, so that by 
that means a considerabe amount of 
money was saved to the sharehold- 
ers. I would like to have that put 
in as an Exhibit so as to explain the 
reason for that apparent difference in 
the resolutions regarding dividends. 


As the memo. read by Mr. Symons 
which was stamped on the certificates 
referred to, was entered on the notes 
it was not deemed necessary to file 
the memorandum. 

Examination of Mr. Evans contin- 
ued: 

MR. TILLEY: Does this envelope 
contain the literature that has been 
issued by the Union Life Insurance 
Company? A.—Yes, sir. 

Q.—And does it contain all of the 
literature that has been issued by 
the company? A.—So far as I know. 

Envelope containing literature is- 
sued by company marked as Exhibit 
104. 

MR. TILLEY: Q.—Before pro- 
ceeding with the examination on the 
lines we were on yesterday, I would 
like ‘to have some general explana- 
tion of some of the accounts that 
appear in the books. There is an 
account in the National Agency 
book, called Stock Capital, etd. 
Ledger, at page 71, under the head- 
ing ‘of ‘Tolton & Armstrong. > With- 
out going into the details of that I 
would like to get a general explana- 
tion of what that account includes? 
A.—I do not know what the account 
is, Mr. Carrie could explain it. 

Q.—Surely you would know what 
that account is; I would rather take 
it from you for the present? A.—I 
really do not know. 

Q.—Here is an account covering : a 
lot of transactions commencing in 
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July, 1903, and continuing for many 
months; do you know who Tolton & 
Armstrong are? A.—TI think Tolton 
is a shareholder. 

Q.—In your company? A.—Yes, 
and I think there is some one by the 
name of Armstrong, but I don’t know 
the account or any of the particu- 
lars of “it: 

Q.—Has Mr. Tolton any position 
in your company? A.—No. 

Q.—Has Mr. Armstrong? A.—wNo. 

Q.—Have they had any dealings 
with the company that you know of? 
A.—Other than it may have been the 
transfers of their shares. | 

Q.—Transfers of their own shares? 
A.—Yes. 

Q.—Did yon ever sell any shares to 
them? A.—I could not say for sure. 

Q.—Have you not any recollection 
about that? A.—No, I could not 
remember as to Mr. Tolton or Mr. 
Armstrong. 

Q.—Or whether you ever bought 
any shares from them? A.—No, I 
could not say. . 

Q.—Was their account kept as a 
sort of clearing-house for stock of 
the National Agency Company? A.— 
No, not as far as I know, I never 
heard of such an account being in ex- 
istence. 

Q.—I see your name is mentioned in 
it P A.—Probably transfers passing 
to or from me may have appeared in 
that account or some other account. 

Q.—On tracing some of the entries 
it appears several entries which 
should be charged to your account 
from the entry in the journal are 
transferred direct into this Tolton & 
Armstrong account and never passed 
through your account at all, can you 
explain that? A.—No. 

Q.—Can Mr. Carrie explain what 
the account is? A.—I should think 
eae Ree 

Carrie answers until otherwise 
chaiaben: 


MR. CARRIE: I might explain 
about this ledger, this ledger was the 
original ledger opened for the Nat- 
ional Agency Company, it is somewhat 
limited, as you may see by its size; 
consequently when the transactions of 
the National Agency Company became 
more numerous than what the provi- 
sions provided for in this book were 
there were a great many changes back 
and forth from the different folios in 
order to accommodate the different 
accounts as they occurred. Original- 


INSURANCE. , 56 


SESSIONAL PAPER No. 66 
23rd day, May 9th, 1906. 


ly this Tolton & Armstrong account 
which you refer to was opened in 
order to adjust or facilitate a trans- 
fer that was going on between Tolton 
and Armstrong. It was merely a sus- 
pense account, which is shown on the 
head in the margin of the account. 
Subsequently any other transfers that 
were going through in like manner 
were put in underneath that Tolton 
& Armstrong, the heading was not 
ruled out, there was no object in 
changing it, it was suspense account, 
it would facilitate nothing, it was 
only placed there as a suspense ac- 
count. The only intelligent, light 
that could be thrown upon it would 
be to trace the individual transfers as 
they occurred, then you would see 
the object of placing the amount in 
order to facilitate the transferring of 
the item—some of the items come dir- 
ect from the cash book, others of them 
come from the journal; it is just 
merely a transfer account for accom- 
modation purposes for the time being, 
although Mr. Evans’ name may ap- 
pear there, and many others appear 
in the same way. 

Q.—It was a sort of clearing-house 
account for transfers of National 
Agency stock? A.—You may call it 
that. I may say there is a new ledger 
now in existence which does away 
with this, it is a more complete and 
more perfect ledger. 


Q.—Where is that ledger? A.— 
The ledger owing to this present In- 
vestigation is not quite completed; we 
have had considerable work to do in 
the office, working day and night in 
order to get the one hundred and one 
questions prepared that we were call- 
ed upon to answer, and the work was 
not completed. However the book 
can be brought here and exhibited. 


Q.—When was the new ledger com- 
menced ? A.—It was proposed to 
commence with the first January, 
1906. There are no entries in it but 
what are carried forward from this 
as appear in this ledger here; this 
ledger is quite small and quite inade- 
quate for the purposes of the work 
of the company. 

Q.—This ledger was the only ledger 
that was in use prior to January 
first, 1906? A.—Yes. 

Q.—Was there any book in use be- 
fore this one? A.—No ledger that I 
know of. 

Q.—I find some entries here refer 
back to old folio? A.—That would 
be an old folio in the same ledger. 


ba | 
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Q.—Here on page 6 under the head 
of ‘‘Notes received?’? A.—That ac- 
count is just a simple little adjusting 
account to bring in the bills receiv- 
able into it, and adjust them as the 
credits were entitled to shareholders, 
and back and forth in order to keep 
the thing adjusted. 


JUDGE MACTAVISH: 
your answer please, 

A.—That account on page6is where 
the notes are renewed and any credits; 
the bills receivable were all kept ori- 
ginally, I understand from the one 
who opened the book were all kept 
on the one page, and each were de- 
bited to one line, there was only one 
line, and not room, and consequently 
they were carried into another ac- 
count and there adjusted and credit- 
ed and then passed back. 

MR. TILLEY: ‘‘Notes renewed’’ 
on page 6, old folio? A.—You will 
find by going back to folio 18— 

Q.—This is page 6P A.—You have 
the folio 18. 

Q.—Do you say: these entries on 
page 6-follow the entries on page 18? 
A.—No, that is not an old folio for 
page 18, or 18 is not the old folio for 
it. 

Q:—What is itP A.—It. is a‘ gen- 
eral account opened for the adjust- 
ment of accounts and bills receiv- 
able. 

Qi=Whatis old) \folio.. 18°" | A.— 
Old folio in that case has no refer- 
ence to old folio as I previously stat- 
ed, in that particular case. 

Q.—In that particular case on page 
6 it does not refer to page 18 in the 
same book? A.—No. 

Q.—What does it refer to? A.— 
Let ts make ourselves quite clear. 
These items are all three or four years 
old. 

Q.—And I suppose you will agree 
with me that it is somewhat hard to 
follow the transactions in your books, 
especially for a person who has not 
lived through the experience of the 
company? A.—Yes. 

Q.—We have had difficulty in trac- 
ing them? A.—This bills receivable 
became somewhat cramped, it was 
continued on folio 120. Those were 
the bills receivable renewed in this 
account (on page 6), in order to make 
the connection between bills receiv- 
able at the end of page 18, and con- 
tinued to folio 120—more than likely 


Repeat 


_ this old folio was put in to draw at- 


tention to that account so that it may 
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not be lost in the transfer of the ac- 
counts back and forth. 

Q.—Do you say now that old folio 
18 on page 6 does refer to page 18? 
A.—It refers to it only in that sense, 
but not necessarily as being a con- 
tinuation one to the other. 

Q.—Is there no other book prior 
to that book in existence? A.—No. 

Q.—Was there ever any other book? 
A.—Not that I ever saw. 

Q.—How long have you been the 
book-keeper of the company? <A.— 
Since April, 1902. 

Q.—Are you the book-keeper for 
both the Agency Company and the 
Insurance Company? A.—TI am. 

Q.—And have been since April, 
1902P A.—Yes. 

Q.—And you never knew of any 
book that preceded that book either 
of Provisional Directors or of the pro- 
moters of the company? A.—None 
whatever, this is the original book. 

MR. LANGMUIR: Is that a mem- 
orandum book? A.—It is a_ stock 
ledger. 

Q.—And the balances are brought 
inP A.—Yes sir, and a general led- 
. ger at the same time. 

MR. KENT: I would like-to ask 
whether in that book there are any 
other entries that have been put to 
an account to which they did not be- 
long P 

MR. TILLEY: I think I can ans- 
wer that, it is full of them; is not 
that the case, that other entries be- 
sides these transactions you have 
spoken of with Mr. Evans on his 
stock, some transfers of his stock 
might be carried into Tolton & Arm- 
strong’s account as a sort of clearing- 
house account—there are many other 
entries of the same kind? A.—There 
may be, in order to adjust the differ- 
ences. 

MR. McLAUGHLIN: The same ac- 
countP A.—Yes. 

MR. TILLEY: What does that ap- 
ply to; other accounts in the same 
bookP A.—Yes. 

Q.—Many other accounts? A.— 
Quite a number. 


MR. KENT: Q.—The accounts may 
mean anything at all, not what they 
are supposed to be. An account may 
have been opened for me, for instance, 
and a lot of entries charged with 
which I had no connection? A.—Oh, 
no, sir; it is only in connection with 
the transfer where the company may 
be facilitating the transfer between 
two of the shareholders, where the 
transaction may have occurred 
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through the company in order to ad- 
just the matters this suspense ac- 
count was opened in order that they 
would be put into that account, and 
then placed to the credit of the indi- 
vidual shareholders, either debited or 
credited as the case may occur. Just 
simply a convenience account. 

MR. KENT: There should have 
been a suspense account or a transfer 
account, instead of which these entries 
were put as it happens in this partic- 
ular account? A.—Yes. 

Q.—Without having any connection 
whatever with either Tolton or Arm- 
strong? A.—Yes, suspense is on the 
top of that account. It was first op- 
ened in Tolton & Armstrong, and 
then accounts being merely along the 
same line, it was thought convenient 
to leave it in that accounf. 


MR. McLAUGHLIN: Was Tolton 
& Armstrong the first transfer? A.— 
Yes. 

MR. TILLEY: Tolton & Armstrong 
cannot surely be the first transfer, be- 
cause the first entry in that account 
is July, 1903? A.—The first transfer 
for that account. 

Q.—I thought Mr. McLaughlin 
asked you whether that was the first 
transfer that was made—that was the 
transfer? A.—It may have been the 
first transfer; in thesefirst transfer 
there may have been no cash passed 
between them at all. 

Q.—I see you have a suspense ac- 
<n in the book at page 152? A.— 

es. 

Q.—What was the nature of that 
account? A.—Those are amounts 
standing to the credits of those indi- 
vidual names you see there who have 
a certain indebtedness to the company 
which has not become large enough to 
liquidate it, and they remain in sus- 
pense till their account has been ad- 
justed, the credits remain there. The 
company have debited themselves, it 
is liability as appears in their state- 
ment, and when the item is sufficient 
or grown large enough to wipe out 
the indebtedness that account would 
be closed. 

Q.—Is it carried any place else than 
in suspense account? A.—No, those 
are the original entries. 

Q.—They are not carried here from 
any other place? A.—They are car- 
ried originally to that ledger from 
their origin. 

Q.—Where is their origin? A.— 
Their origin may be the cash receipt 
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through the cash book, or some cash 
receipt in some form or other. 


Q.—Do you say all the entries in the 
suspense account must be shown in 
the journal or cash book? A.—That 
is right. 

Q.—They are all shown that way? 
A.—Yes. - 

Q.—Then they are entered here and 
left standing, the accounts never bal- 
anceP A.—The accounts are not bal- 
anced, the statements have been pro- 
perly rendered 


. Q.—This suspense account has never 
been balanced? A.—That_ suspense 
account is balanced with the ledger. 


Q.—It has never been closed up at 
any time? A.—It is impossible to 
close the account until sufficient credit 
has been passed to warrant its being 
closed. 

Q.—Other accounts seem to be left 
open; take page 260, here is an ac- 
count of John F. Stair’s, never been 
balanced? A.—You are looking at the 
stock account; there is no balance to 
it. 

Q.—Is this his account for capital 
stockP A.—Yes. 


Q.—And you say that has never 
been attempted to be balancedP A.— 
No, there is no provision in that 
book. The new book that I have had 
made makes provision to show the 
debits and credits of the stock. This 
book was a preliminary book and it 
was inadequate to show at a glance 
the stock held unless the account 
were worked out, that is to say, let us 
be quite clear on that, that is to say 
the shares allotted and the cash 
passed to his credit, the amount of 
shares he subscribed for and the cash 
to his credit; as against that you had 
to debit that account with any shares 
transferred away, and the cash also 
transferred away from his account 
to the other shareholders; then you 
arrive at the total amount of shares 
he held and the capital paid. 

Q.—From this account of John F. 
Stairs, at page 260, tell me the his- 
tory of his dealings with the capital 
stock of jyour company? <A.—Just 
from the closest investigation of that 
account you can make as it stands 
there? A.—He subscribed for 100 
shares on March 19th, 1902; there 
has been allotted to him 100 shares, 
and he has been charged $10,000. 

Q.—That is the first entry? A.— 
Yes, on the debit side. He is cred- 
ited with his demand note of $1,500 
and cash $1,000, on March 15th. On 
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November 15th he gave a note for 
$2,500. 

Q.—What is that note for? A.— 
That note was for a call on his stock. 
Subsequently he transfers, I believe, 
some 50 shares, possibly more—in De- 
cember of last year we were enabled 
to effect transfers to the amount of 
78 shares—those shares were trans- 
ferred from his account as shown in 
the journal, folio 170. He was also 
credited in order ‘to make his shares 
fully paid up.that they may be trans- 
ferred, with these credits that you 
see here on folio 165, taken from the 
journal. 

Q.—Were those real payments? A. 
—Those were real transactions. 

Q.—I am not asking about transac- 
tions, you say he was credited with 
certain amounts to make his stock 
fully paid up so that they would be 
transferred, did he pay anything? A. 
—Not direct, but the parties who re- 
ceived the stock from him paid _ for 
him, and the credits went to his ac- 
count direct, and those shares were 
transferred away, and the credits the 
same way to their individual accounts. 

Q.—Who paid the money, did the 
purchaser of the stock pay it? A.— 
The purchaser of his shares. 

-Q.—Paid the money? A.—Paid the 
money. : 

Q.—To the National Agency Com- 
pany? A.—Yes. 

Q.—And then do you say the money 
that these people paid was credited 
to StairsP A.—To Stairs’ account, 
so that he could transfer his stock. 

Q.—Do you say then the credits 
that are put in there are actual pay- 
ments, and that the amcunts shown 
are the precise amounts paid by the 
purchasers of that stock? A.—They 
are actual credits, they were called 
for to be debited to his account, where 
he was paying stock up himself. 

Q.—I cannot understand that; I 
want to know whether what is credit- 
ed there is the precise money paid by 
these purchasers for the stock? A.— 
Not necessarily, it would depend on 
the price paid for the stock in pur- 
chasing it. 

Q.—And then the purchaser would 
pay what he agreed to pay for the 
stock, then you would credit to Stairs 
enough to make his stock fully paid 
up? A.—Yes. 

Q.—Where would the balance of the 
money that the purchasers paid go? 
A.—That would go to the other indebt- 
edness of Stairs’, the contingent in- 


570 ROYAL COMMISSION ON 


23rd day, May 9th, 1906. 


debtedness, the premium on _ those 
shares he subscribed for, to pay that 
off. 

Q.—In this account you have on 
page 260 you make the indebtedness 
against him just the amount of the 
stock? A.—Yes. 

Q.—Show me his contingent ac- 
count? A.—There is his other account 
on page 287. 

Q.—How much was the premium on 
his stock? A.—Twenty-five. 

Q.—How many shares had he? A. 
—100 originally. ‘ 

Q.—The premium on his stock would 
be? A.—A quarter of that. 


Q.—How much would that be? A. 
—$2,500. 

Q.—What does this account show? 
A.—That is the balance—he had 50 
per cent. paid up, there was a balance 
due 50 per cent., and that is 50 per 
cent. premium, which is $1,250. 

Q.—The way you enter that is shown 
a8 page 287 of this same book? A.— 
ves. 

Q.—There is no account where he is 
charged up with the premium before 
this account? A.—None whatever. 

Q.—And then on this page 287 you 
simply put in an entry, John F. Stairs 
estate premium on stock $1,250, no 
date to it? A.—No, the date possibly 
was taken from the time the entry 
was made in the journal. 

Q-—There is\ No date ateall? ,A.— 
No. 

Q.--Then’on ghe crea side— , A.— 
It was December, 1904, the whole thing 
is dated December, 1904. 

Q.—That December, 1904, commen- 
ces at page 279, and then you have 
about eight transactions on each page, 
and it runs to page 290? A.—Yes. 

Q.—How is it that all this came 
in December, 1904? A.—Because they 
were debited with the premium on 
their stock. 

Q.—Was that the time when the 
premium was called? A.—The prem- 
ium was past due at that date. 


Q.—And these parties did not want 
to carry their stock longer, is that 
the idea? A.—Not these parties, but 
these parties had not at that time paid 
up their stock in full. 

Q.—And it was a case of forfeit 
their stock or else re-sell it for them? 
A.—They were not asked to forfeit 
their shares, they were dealt with very 
leniently and given an option to pay 
it up. 

Q.—And they did not pay it up? 
A.—Any who did not did not. 
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Q.—Then the company sold and took 
the shares of those stockholders? A. 
—No, the company did not do it; the 
company made arrangements with its 
brokers in the field to facilitate for 
the shareholder to allow him to be re- 
lieved of the shares that he was un- 
able to carry and pay for. That 
broker in the field was in touch with 
the proper people and negotiated with 
them. Many times the shareholders 
wrote direct to the broker. 

Q.—Did the company make any 
profit out of those transactions? A. 
—None that I know of. 

Q.—Did it sustain any loss? A.— 
None that I know of. 

Q.—-Did it’ always ‘get the full 
amount of the unpaid calls on the 
stock, or at least unpaid on the stock 
or the premium? A.—Wherever it 
was due. 

Q.—Did it ever get any more than 
that P A.—None that I know of. 
There may have been some transfers 
received of stock that probably. there 
was no market quotation for, if it was 
taken at its par face value of the 
certificate it might have been consider- 
ed an excess, but I would not like to. 
particularize, because I have no recol- 
lection of the individual cases. 

MR. TILLEY: We will leave that 
there just for the present and con- 
tinue Mr. Evans’ examination. 

The following answers to the ques- 
tions are. given by Mr. Evans unless 
otherwise indicated. 

Q.—I suppose now Mr. Carrie has 
spoken of these matters it brings it 
to your recollection, does it? A.—I 
had nothing to do with keeping the 
books. 

Q.—But you see now the necessity 
or the reason for it given by Mr. Car- 
rie? A.—Yes. 

Q.—And has he stated the fact when 
he says that the shares of certain 
shareholders who were not paying their 
calls were sold to other parties and 
then credited with the amount remain- 
ing due and the premium provided the 
NSS realized that amount? A.— 

es. 

Q.—Did the company make any 
profit on those transactions? A.— 
Not that I know of. 

Q.—Did it sustain any loss? A.— 
Not that I know of. 

Q.—You do not know of any case 
where the company did not realize the 
full unpaid balance on the shares and 
the amount of the premium? A.—No, 
I do not know of a case. 
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Q.—Do you know of any where more 
was received? A.—No. 

Q.—Do you know of any case where 
the purchaser paid more than the 
amount of the unpaid balance on the 
stock than the premium? A.—No, I 
do not. 

Q.—They were sold by agents of the 
National Agency Company? A.—Yes, 
brokers. 

Q.—And do you say that agents of 
the National Agency Company—they 
were out trying to sell stock I sup- 
pose? A.—Yes. 

Q.—And do you say they would sell 
to certain persons stock belonging to 
former shareholders at just the unpaid 
balance on those shares at the same 
time that they were trying to sell to 
the other people at a premium of 50 
per cent.? A.—I do not think I quite 
understand your question. 

Q.—The agent on making the sale 
would send in the full amount he got 
from the purchaser on those shares? 
A.—Yes. 

Q.—Supposing the shares had been 
50 per cent. paid, leaving 50 per cent. 
due on the shares by the old share- 
holders; now, then, at what price 
would the agent sell those shares? A. 
—125 I think. 

Q.—And then the purchaser would 
pay 125 for those shares which were 
50 per cent. paid already so far as the 
company was concerned? A.—Yes. 

Q.—Then the agent we will say 
gets the 125, what does he do with it? 
A.—It was credited the account of 
the former shareholder. 


Q.—Was the whole amount credited 
to the account of the former sharehold- 
er or not? A.—As much as that share- 
holder would be entitled to. 

Q.—A sufficient amount out of that 
purchaser’s money would be credited 
to the old shareholder to balance up 
his indebtedness? A.—Yes. 

Q.—Then what would be done with 
the balance? A.—Pay up the stock 
so that it could be transferred to the 
subsequent shareholder. 

Q.—You have paid it up already 
‘when you took enough out of the pur- 
chase money to pay up the balance 
due on the stock; what is done with 
the balance of $125 per share? A.— 
Simply enough transferred to the 
former shareholder—he would not sell 
his stock in full, but only a portion 
of it— 

Q.—So that what you would do you 
would take from the old shareholder 
a sufficient number of his shares which 
at 125 a share would balance up the 
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amount that was still due by him on 
all his shares? A.—Yes. 


Q.—Is that the way it was done? A. 
—Yes, I think I understand you, and 
I think that is right. 

Q.—Did you ever make any profit 
out of such transactions? A.—Such of 
my shares as I sold I got 125 for some 
and perhaps more or less for others, 
I do not remember the different prices, 
but certainly the difference between 
what I paid for them and that would 
be profit to me. 

Q.—What did you pay for your 
shares? A.—Paid par for them. 

Q.—Did you ever pay a premium? 
A.—I don’t think so, I may have paid 
for some but I don’t think so. 

Q.—Tell me accurately? A.—Those 
came in under the original subscrip- 
tion. 

Q.—You never paid anything for 
those at allP A.—I paid par for them. 

Q.—The National Agency, you paid 
par for those? A.—Yes. 

Q.—Did you pay par'for others you 
got? A.—Yes. 

Q.—Did you ever pay more than 
parr A.—I don’t think so. 

Q.—How many shares did you get 
altogether? A.—I don’t remember, I 
should think about 200 or 250. 

Q.—You had about 200 or 250 shares 
of stock of the National Agency Com- 
pany? A,—Yes, 

Q.—All taken by subscription? A. 
2. OR? 

Q.—And at par? A.—Yes. 

Q.—How many shares have you 
now? A.—I think about 50. 

Q.—Then the other 200 shares you 
have sold? A.—Yes. 

Q.—Through the agents of the Na- 
tional Agency Company? A.—Through 
brokers. 

Q.—Do you mean to say they are 
brokers with offices in Toronto or are 
canvassing agents? A.—They were 
travelling brokers working on commis- 
sion basis exclusively. 

Q.—To sell stock only? A.—Yes. 

Q.—Or to effect insurance as well? 
A.—No, to sell stock only. 

Q.—Those were agents appointed 
then by the National Agency Com- 
pany to sell stock; then you would 
have these agents sell your stock? A. 
—yYes, and any other shareholders. 

Q.—At that time you were trying 
to get money for the National Agency 
Company? A.—Yes. 

Q.—And selling the stock was one 
means? A,—Yes. 
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Q.—What price did you realize for 
your 200 shares? A.—Varying prices. 

Q.—What was the lowest price? A. 
—I could not say, I should say per- 
haps 115 or 120, I could not give you 
the exact figures, 125. 

Q.—And the highest price? Aw 
I do not remember any higher than 
that. 

Q.—Some of the company’s stock 
was being sold at 50 per cent. ad- 
vanceP A.—Yes. 

Q.—So that your stock you think 
would vary from a minimum of about 
115 to a maximum of 125? A.—Yes. 

Q.—Did you subscribe for your 250 
shares all at onceP A.—No. 

Q.—Did you subscribe for all but 
the shares you got on the incorpora- 
tion of the company at one time? A 
—Some time after that. 

Q.—Did you subscribe for them in 
instalments? A.—I think I made one 
or two separate subscriptions after the 
initial. 

Q.—Will Mr. Carrie show me the 
account that shows your subscription 
for shares and what you subscribed for 
after the incorporation? A.—Yes. 

The answers to the following ques- 
tions are given by Mr. Carrie until 
a change is indicated. 

Mr. Carrie turns up page 10. 

Q.—The first would be an allotment 
of 96 shares, making $9,600 of stock? 
A.—Yes. 

Q.—That 96 you originally sub- 
scribed for, Mr. Evans? A.—(Mr. 
Evans continues). A.—yYes. 

Q.—When the company was incor- 
porated? A.—Yes. 

Q.—How many other shares can 
you say you have subscribed for direct- 
ly to the company, give me the dates 
and amounts each time? A.—Will 
you figure them up, Mr. Carrie? 

MR. CARRIE: Here is July 4th, 
02, 64 shares; October 10th, 20 shares, 
September 4th, 20 shares, October 
17th, 2 shares, September 4th, 120 
shares. 

MR. EVANS: 204 shares. 

Q.—Is it 204 or 206, Mr. Evans? 
A.—206 shares. 

Q.—Were those subscribed for in 
one year, is that all in the same year? 
A.—Yes, I think so. 


MR, CARRIE: Yes, that is right. 
Q.—All in the year 1902? (Mr. 


Evans continues). A.—Yes. 

Q.—And the first subscription is 
July 4th, the next October 10th and 
the next September 4th, how is it that 
they are in that order? A.—That is 
the order in which I subscribed for 
them. 
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Q.—You could not subscribe in July 
and then in October, and then Sep- 
tember, and again later on in Octo- 
ber and then another September, you 
could not subscribe for them in that 
order? A.—Well, I cannot answer any 
more than that is the way they appear 
there. 

Q.—What has Mr. Carrie to say 
about that? (Mr. Carrie answers until 
a change is indicated). A.—Those were 
applications made in due order. 

Q.—How is it that they are not en- 
tered in due order? A.—They are 
entered in due: order. 

Q.—How is it that the application 
for 120 shares on October 10th pre- 
cedes an application for 20 shares on 
September 4th? A.—Oh, that may be 
a clerical error, a matter of book- 
keeping. It was not put there for any 
special design to get one in ahead of 
the other. If you refer to the appli- 
cations, they are quite clear, there 
cannot be any doubt about them. 
There is the proper place to go for 
the original, not to the stock ledger 
where it is in the simplest and crudest 
form it can be. You understand in 
keeping a stock ledger you have to 
have several books, one to work with 
the other, and you cannot put every- 
thing into your stock ledger. 

Q.—On October 10th you have a 
subscription for two shares, and later 
on, but on September 4th apparently, 
you have a subscription for 120 shares. 
Have you the ue of the National 
Agency? A.—Yes. ‘ 

Q.—Let us have folio 27. A.—This 

is it. 
Q.—Is this, Mr. Carrie, the book of 
original entry after the stock sub- 
scription that would be signed by Mr. 
Evans? A.—Yes. 

Q.—This is the first book it would be 
entered in? A.—Yes. 

Q.—Now we saw on October, 1902, 
a lot of shares allotted on page 27? 
A.—Yes. 

Q.—Commencing with October 18th, 
and giving the certificate number on 
October 18th, 324 is the number of the: 
certificate I suppose ? A.—Yes. 

Q.—October 17th the number of the: 
certificate is 325. Then it goes on 
through October, the dates varying, 
going forward and back, several en- 
tries on the 18th, then several on the 
20th, and then more on the 18th. A. 
—Giving the original date of the ap- 
plication. The entries are all made. 
at one time. They were not put 
through daily as they occurred, but 
were put through in bulk at that time.. 
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Q.—How would they get out of or- 
der, it does not explain it any better 
to say that they are all done at once. 
A.—In placing them in the applica- 
tion book the clerk may not have 
placed them in order. 

Q.—Then let us have the application 
book and let us see what order they 
are in there. Find those applications 
by Owens, Hunter and White com- 
mencing at 3824. 

MR. McLAUGHLIN: They may 
have all been allotted at onetime, and 
the applications bearing one: date. 

A.—324, October 18th. I think you 
will find they are entered according as 
they are placed in the application 
book. 

MR. McLAUGHLIN: And the date 
of the application is put opposite each 
name? A.—Yes. 

MR. TILLEY: Then let us see if 
we understand what this means now. 
Apparently the application for shares 
is entered in the journal and the date 
put opposite is the date of the appli- 
cation itself? (Mr. Evans answers 
until a change is indieated). A.— 
Apparently. I don’t know sir. 

Q.—That seems to be right? A.— 
I have not looked at the book. 

Q.—I thought you were following. 

MR. McLAUGHLIN: To save time, 
you may take what Mr. Carrie says as 
right. It is understood that he is 
prompting you. A.—Yes, that is right. 
He is more familiar with it than I am. 

MR. TILLEY: If that is so that 
would account for the dates in the 
journal being out of order? A.—TI 
should think so. 

Q.—When was that stock allotted 
that is shown on page 27? A.—I 
couldn’t say. 

Q.—Was it ever allotted? A.—Oh 
yes, I think all the stock was allotted. 

Q.—By resolution? A.—Mr. Symons 
could answer that better than I could. 


MR. CARRIE: It was allotted. 

Q.—Show me the minute for the al- 
lotting of the stock on page 27. 

MR. McLAUGHLIN: Here is the 
allotment. 


MR. TILLEY: You produce a reso- 
lution of the Executive Committee at 
page 38 of their minute book on Oc- 
tober 20th, 1902, showing the allot- 
ment of these shares, and from No. 
327 to 335 they are applications of F. 
G. Hughes, Galt? A.—(Mr. Evans 
continues) Yes. 

Q.—Who was he? A.—He is one of 
the shareholders. 

Q.—A Director? A.—Yes. 

Q.—A director and a shareholder? 
A.— Yes. 
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Q.—So that that stock would appear 
in his account I suppose? A.—I 
should think so, yes. 

Q.—Is he the person who is em- 
ployed to sell the stock now? A.— 
Now, but not at that time. Two years 
afterwards. 

Q.—He is spending his whole time 
at the work now is he? A.—Yes. 

Q.—On salary? A.—Yes. 

Q.—Of how much? A.—$3,000 a 
year. 

Q.—And he does nothing but at- 
tempt to sell stock of the National 
Agency Company? A.—Look after 
the financial end of the company in 
that respect. 

Q.—Then No. 341 is an application 
of yours for two shares? A.—Yes. 

Q.—And No. 351 is another applica- 
tion of yours, and 352 is G. E. Milli- 
champ, who is he?. A.—He is also a 
shareholder and a director. 

Q.—And a paid official of the com- 


pany? <A.—Yes. 
Q.—As what? A.—Medical direc- 
tor. \ 


MR. CARRIE: Not of the National. 

MR. EVANS: Oh no. 

Q.—I am talking of the Union Life, 
that is the company I had in mind al- 
though I was not clear about that; 
that is my mistake. Then No. 351 is 
an application for yourself of 120 
shares? A.—That is the item you 
saw in the ledger. 

Q.—At par under the resolution of 
22nd August, 1901, and the applica- 
tion of G. E. Millichamp was for 100 ° 
shares at par under resolution of 22nd 
August, 1901. Now that was the re- 
solution that was referred to yester- 
day, where you were to be given yours 
at parP <A.—Yes. 

Q.—That is the 120 shares on Sep- 
tember 4th? A.—Yes. 

Q.—Then will you tell me whether 
those are the shares that you sold for 
between 115 and 125? A.—Part of 
them may have deen. I don’t know 
how they were distinguished. 

Q.—At any rate you had about 200 
shares on which you made about $25 
per shareP A.—Ne, there were com- 
missions to be paid out of that. 

Q.—To whom? A.—To the broker. 

Q.—To the selling agent? A.—Yes. 

Q.—What commissions did these sell- 
ing agents get? A.—About 10 per 
cent. 

Q.—10 per cent. of what? A.—Of 
the cash transaction. 

Q.—Then do vou sxsy that if one of 
your agents sold stock on which 10 per 


574 ROYAL COMMISSION ON 


93rd day, May 9th, 1906. 


cent. was to be paid, that he would 
only get $1 for each share? The Na- 
tional Agency Company stock was ori- 
ginally sold with ten per cent. to be 
paid? A.—No, 25 was the first call. 

Q.—Then take the $25; when he sold 
a share on which $25 was to be paid, 
would he get $2.50?  A.—TI think at 
that time it was $3 a share. 


Q.—Did it ever increase from that? 
A.—Well, there were various changes 
made, but it wouid approximate be- 
tween 8 and 10 per sent. all the way 
through. 

Q.—Were all agents paid the same? 
A.—Yes, I think so. 

Q.—What was the highest any agent 
was pald at any time? A.—I don’t 
think any agent was paid more than 
$3 a share. 

Q.—Was Dr. Hughes paid anything 
in the way of commissions besides his 
salarye. As—No. 

MR. SYMONS: §$8 a share when 25 
per cent. was paid up? A.—Yes. 


MR. TILLEY: And when more than 
that was paid up what did they get? 
A.—About 10 per cent. 


Q.—Can you tell me why this stock 
was sold to you at par if it could be 
sold and was being sold on the market 
at about 125?. A.—Because I wanted 
the stock to hold it as an investment. 

Q.—Did you hold it as an invest- 
ment? A.—No, because subsequently 
calls were made on it for more than 
25 per cent., and it became necessary 
to sell it. 

Q.—When you subscribed for those 
shares, did you pay the amount of 
calls then dueP A.—TI did, part of 
it. Part note and part cash. 

Q.—Bring me the book and tell me 
what was done in the way of cash at 
that time? 

MR. CARRIE: In July, 25 per 
cent. was paid on that, a note was 
given for 25 per cent. Only 25 per 
cent. was called. 

Q.—On that subscription it is shown 
in the book that you gave a note for 
it! 

MR. EVANS: Yes. 

Q.—Tell me when that note was 
paid? A.—Mr. Carrie could probably 
tell you. 

MR. CARRIE: It was retired at no 
one time. By instalments. 


Q.—Extending from when to when? 

(Mr. Carrie answer; until a change 
is indicated). A.—Oh, that note 
might have been a demand note. - 

Q.—Not might, just tell me. If 
your books are so mixed that you can- 
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not say, let me know thet®  A.—It is 
not stated when that note was due. 

Q.—I want you to find out and tell 
me when and how it was paid? A.— 
T have not got the Bills Receivable 
book here. 

Q.—We asked for the bills receivable 
book? A.—Of the Union Life, you 
asked for. 

Q.—We ask now then for the hills 
receivable ‘and payable books of the 
National Agency. I thought we had 
asked for all these books. A.—That 
was given in July, and become due on 
October 8rd; it was renewed. 

Q.—For the full amount? A.—No, 
it was again renewed for a new note, 
to become due on May 6th. It was 
increased to $2,000. More shares 
had been subscribed for apparently. 
The notes were made for’ three 
months, that is my recollection of it. 

Q.—I am not asking you when they 
were made; I am asking you how 
they were paid, when you got the 
money? A.—That new note given to . 
come due on May 6th for $2,000, on 
folio 40 of the cash book appears a 
credit for $250; the same page $125, 
and folio 42, $50. <A balance then 
appears of $1,575 and a new note 
was given. 

Q.—From whom were those _ re- 
ceived? A.—From parties to whom 
the shares were transferred. 

Q.—From parties to whom the 
shares were sold and transferred to? 
A.—Yes. f 

Q.—That only makes part of it, go 
on? A.—A new note was given on 
September 3rd, amounting to 
$3,863.50. That would be for the bal- 
ance of $1,575, and for another note 
possibly, and another note for 
$2,288.50, for other stock, possibly a 
previous note. 

Q:.—But for -stock? ': A.-Yes. I 
cannot trace it directly.: The bill, 
books might explain any differences. 

Q.—It is a pity we had not the 
bill book here. We can get that, and 
probably you will make a note to 
look that up. Let me ask you this, 
Mr. Carrie, while we are on that sub- 
ject. The notes that you received 
from Mr. Evans, were they all for 
stock in the company? A.—AIl. for 
stock. 

Q.—Or had he any other transac- 
tion with the company whereby he 
eave his note, other than accommo- 
dation, if any such were ever given? 
A.—None whatever that I know of. 
Any note given was for stock. 


* 
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Q.—And was all his stock taken at 
par? A.—With the exception of some 
few shares. 

Q.—How many? 
or may be four. 

Q.—Let us eliminate that, two or 
four. Then have you told us now of 
all the stock he got from the com- 
pany? A.—Yes. Since then he got 
some other shares. 

Q.—I thought you were giving me 
all he subscribed for? A.—At a cer- 
tain date you asked for. 


MR. KENT: Would it not be con- 
venient if the witness produced ia 
statement showing this $3,863 note, 
when it was continued, and how it 
was eventually paid? 

MR. TILLEY: Yes, trace it right‘ 
through. 

A.—We will undertake to do that, 
but it may take more than an hour. 

MR. KENT: If we cannot get it 
to-day we will to-morrow? A.—Oh 
yes, the thing will be gotten out sir. 

MR. TILLEY: We would like to 
have it while we are on these points 
if possible? A.—Now 48 shares were 
transferred to him. These are trans- 
fers, not allotments. 

MR. McLAUGHLIN: You were 
asked whether he got all the stock 
from the company. 


MR. TILLEY: Just say what you 
were going to say, and then I can 
carry the examination along so that 
it will be understood. What were 
you going to say? A.—On Novem- 
ber 18th 48 shares were transferred. 

Q.—That is ‘transfer from an- 
other shareholder? A.—Yes. 

Q.—That is not quite what I want. 
I want to know what stock he got 
directly from the company. A.— 
Those are the only shares; that we 
have recited. 

Q.—That you have dealt with? A. 
—Yes. 

Q.—Then vou say that other note 
may have been included with the 
previous ‘note? A.—With another 
note. 

Q.—Given for previous shares of 
stock 2) AvesYess 

Q.—I suppose it would be your duty 
to make all the credits on account 
of that note, or the notes, if more 
than one was given? A.—That is 
quite right. 

Q.—From whom did you receive the 
money to credit on those notes? A.— 
—In each individual case? 

Q.—Speak generally, and if there 
are any exceptions you can say so? 


A.—Possibly two 
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A.—That would depend on the man- 
ner in which the transaction went 
through. the book: 


Q.—I have no doubt about that, 
but answer the question so that we 
can trace the manner that it went 
through. From whom did you receive 
the cash as a general rule? A.—I 
would receive it probably from the 
party accepting the shares that were 
transferred from Mr. Evans. 

Q.—Cannot you say that that was 
so without using the word ‘‘probab- 
ly’? . I do not like that style of 
answering if you have any definite 
idea..of it? ~A.—You! ‘understand 
there were a number of cases. 


Q.—But as a general rule from whom 
would you receive the money? A.— 
I would not care to particularize. 


Q.—I am not asking you to par- 
ticularize; I want to know the sys- 
tem under which this .was carried 
through? A.—Possibly—but I won’t 
say possibly—you object to that. I 
received it on some occasions from 
Mr. Evans personally, and on other 
occasions I received it from the party 
paying for the shares. 


Q.—Then you would receive it as 
a general rule from the person who 
bought the shares, is that right? A. 
—It might be. 

Q.—Is that the best you can say? 
A.—Yes, generally that would be the 
case. 

Q.—Is there anything in your books 
that would indicate the cases where 
Mr. Evans paid it himself? A.— 
The cash book. 

Q.-Is the cash book here? A.— 
Yes. 

Q.—Can you, when you are making 
out this historical statement of how 
that note was dealt with—I wish 
you would include the payments on 
the notes, and in each case indicate 
from whom the payment was received. 
You can do that? A.—Yes. 

Q.—I suppose if the payment came 
through Mr. Evans himself, that that 
still might be the money the pur- 
chaser paid, only that he paid it to 
him instead of coming to you through 
some agent? A.—On the credits of 
his notes? 

Q.—Yes? A.—Of course there were 
some occasions when I received pay- 
ments from Mr. Evans that had 
nothing to do with the transfers.’ 
Those occasions I think we will find. 
There were occasions when he made 
remittances on a note that had noth- 
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ing to do with the present transac- 
tion, with transfers, 

Q.—In order to make it complete 
we might have that, and show at the 
same time what transfers of stock 
there were, the date Mr. Evans got 
his stock, and the dates he trans- 
ferred it? A.—Yes, 

Q.—I suppose Mr. Evans got a good 
deal of stock that he did not get 
direct from the company? A,—He 
got shares transferred to him. 

Q.—From other shareholders? A.— 
Through shareholders. 

Q.—How many transactions were 
there of that nature, can you say? A. 
—Possibly six. Half a dozen or some- 
thing like that. 

Q.—Can you tell from this book how 
many shares would come to him in that 
way? A.—98 shares. 


Q.—What are all these other entries 
on the debit ‘side of his account? A. 
—Parties who received shares, or from 
whom the shares were received. 


Q.—A total of 98 shares? A.—Yes. 


Q.—I suppose that those shares 
would be sold. That would be 98 shares 
he got in that manner; he got 96 on 
the original subscription, and he got 
204 did you say? A.—That is right. 

Q.—That is 398 shares Mr. Evans 
has had, and he has now how many? 
A.—About 52. 


Q.—So that 346 shares have been 
sold, and I suppose practically all, if 
not all of them sold through the 
agents of the National Agency Com- 
pany? A.—Or acquaintances of Mr. 
Evans. Most of them would go gen- 
erally through the agents in the field. 


Q.—Who were out trying to sell 
stock for the company? A.—Yes. 

Q.—That is all thank you, Mr. Car- 
rie. Now while we are dealing with 
that subject, Mr. Evans, I suppose you 
got considerable profit from those 
shares? (Mr. Evans answers until a 
change is indicated). A.—Such profit 
as resulted from the sale after paying 
the commission. 


Q.—Would you estimate what profit 
you got on those transactions. It will 
be verified by the statement put in, 
but give us- now what estimate you 
have made, on the company’s stock 
for which you _ subscribed in that 
way, or got transferred to you, 
and then the agents of the company 
selling it and turning in the payment 
on your note? A.—TI should think per- 
haps $10 a share altogether. 

Q.—Not more than that? A HT 
should think so. 
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Q.—That would be about $3,000 pro- 
fit? A.—Yes, I should think so. 

Q.—Are there any other transactions 
of a similar nature out of which you 
have made profits? A.—No. 

Q.—Not at allP A.—No. 

Q.—You have still the stock in the 
Union Life? A.—Oh yes, omitting 
that. That could not be considered a 
profit because that was paid for as 
consideration for services rendered. 

Q.—The original payment was made 
as a consideration for services render- 
ed, and further payments have been 
made since, and there is nothing to 
show the arrangement at all except that 
the company authorized the payment 
for your stock? A.—Yes. 

Q.—And on the basis of the last 
statement that the National Agency 
Company has issued, showing what 
value the National Agency Company 
places on its shares in the Union Life, 
what would you say your 25 shares 
are worth? A.—Probably worth 
$1,000. 

Q.—That is how much per share? 
A.—Well, about $100 a share. No, 25 
shares with ten per cent. paid up, that 
is $250. About $40 a share. 

Q.—Do you say that that is on the 
same basis or valuation that the Na- 
tional Agency Company has put on its 
shares in its last annual return? I 
thought it was a good deal more than 
that? A.—Well, it may have been. 

Q.—You know, you have that in your 
mind. A.—Well, it would be very close 
to that. JI haven’t figured it accur- 
ately. 

Q.—How many shares has the Na- 
tional Agency Company? A.—9,825. 

Q.—And what valuation did it put 
on those shares, for its interest in the 
Union Life? A.—That can be got 
from the report there. 

Q.—They put $616,000 almost? A. 
——V es; 

Q.—On December 31st, 1905. A.— 
Of course that takes in the value of 
the business. It is not on the basis 
of a valuation of the stock held. 

Q.—I suppose that if the National 
Agency Company’s interest in the 
Union Life is worth that amount, that 
your interest in it as a shareholder 
for 25 shares would be just in the same 
proportion as your shares are to the 
National Agency Company’s shares? 
A.—I should consider so, yes. 

Q.—Then what would you say on 
that basis that your stock is worth 
there? A.—About $60 a share, about 
$1,500 on that basis. 
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Q.—And of course the other six Di- 
rectors would have a similar asset if 
that is a proper valuation? A.—Yes. 


Q.—Whose shares did Mr. Harvey 
get to qualify him as a Director? A. 
—I think Mr. Percy’s, but I am not 
positive. 

MR. SYMONS: No, Mr. Vallerand. 
A.—Mr. Vallerand was it? Mr. Vall- 
erand of Quebec. 


MR. TILLEY: Transferred direct 
e Mr. Harvey by Mr. Vallerand? A. 
es. : 


Q.—Was anything paid for those 
shares by Mr. Harvey? A.—I don’t 
think so. 

Q.—So Mr. Vallerand made a volun- 
tary transfer to himP A.—Yes, 

Q.—Anything paid to Mr. Valler- 
and? A.—No. 

Q.—What other salaries and com- 
missions have you received either from 
the Union Life or the National Agen- 
ey? A.—That is in the statement on 
file here. 

Q.—Have you your contract be- 
tween yourself and the company? A. 
—It is not here, but we can produce 
it. 

Q.—Then probably we had better 
leave that until your contract is pro- 
duced. A.—Shall I bring it this after- 
noon P 

Q.—Yes, if you please. 

MR. McLAUGHLIN: I would like 
you to ask him if the stock in the 
Union Life has not a peculiar value 
to the National Agency Company, that 
it has not to the Directors, or any- 
body else. I would like that brought 
out before you go into the question of 
salaries. ; ; 

MR. TILLEY: You are going to 
get your contract? A.—TI will bring it 
this afternoon. 

Q.—Would you bring also any con- 
tract, shown by correspondence or 
otherwise with Mr. Symons, Dr. Milli- 
champ, and Dr. Hughes? A.—Yes. 


Q.—Now Mr. McLaughlin asks me 
to ask you whether the stock that the 
National Agency Company holds has 
not some peculiar value to that com- 
pany that your stock has not got to 
youP  A.—Yes, I. should think it 
would. 

Q.—Why? A.—By reason of the 
fact that they control the company. 
An individual shareholder, his stock is 
not of as great value to him as to the 
controlling shareholder. 

Q.—Then you say the increased 
value would be in the idea of control? 
A.—I should say so, in any company. 
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MR. McLAUGHLIN: And what 
effect the contract with the Agency 
Company would have upon that. 

MR. TILLEY: Mr. McLaughlin 
seems to be able to think of items of 
value that you cannot? -A.—Perhaps 
he is more apt than I am. 

Q.—Is there anything in the con- 
tract that gives it any peculiar value? 
I cannot follow it myself, but perhaps 
you can? A.—dAs agent for the com- 
pany they certainly derive certain 
profits. 

Q.—That is all estimated in the idea 
of control? A.—Possibly so. 

Q.—That is where control comes in? 
A.—That might be taken for granted, 
yes. 

MR. McLAUGHLIN: It is not di- 
vidends they are expecting, but busi- 
ness. 


MR. TILLEY: Dealing with that 
phase of it, it would almost seem as if 
there had been a good many safe- 
guards put on this question of control 
of the National Agency Company, is 
there not in the by-laws? A.—TI can- 
not recall any at present specially. 


Q.—Now you have this book which 
contains all the proxies given by the 
shareholders in the National Agency 


Company? A.—Yes. 

Q.—And the form of proxy is as fol- 
lows: ‘‘I the undersigned, one of the 
shareholders in the National Agency 
Company, Limited, do hereby appoint 
Harvey Pollman Evans of Toronto, 
Secretary, or his nominee, to be my 
proxy, and in my absence to vote upon 
or give my assent to any business, 
matter or thing relating to the said 
company that may come before or be 
proposed at any annual or special 
general meeting of the shareholders 
of said company, or at any adjourn- 
ment thereof, in such manner as he, 
or such nominee may think proper, 
and I agree to ratify whatsoever my 
said proxy or his nominee may do in 
the premises.’’ That is the form of 
proxy you have always used, is it, Mr. 
Evans? A.—Yes. 

Q.—And does the agent, when he 
is selling the stock, endeavor to get 
a proxy? A.—No, I don’t think that 
has ever been done. 

Q.—Or is that done afterwards? A. 
—They are sent out with notices of 
the annual meeting. 

Q.—I see that some of them are 
printed at the top, ‘‘Kindly sign and 
return in the enclosed envelope.” A. 
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—That’ went out with the notice of 
the annual meeting. 

Q.—Others are not so printed? A. 
—I don’t know why they are not. 

Q.—Those that are printed with 
that statement at the top I notice are 
all dated at the time they were print- 
ed, and I suppose would be dated for 
the annual meeting then coming? A. 
—No doubt. 

Q.—That is to say, not that they 
are for the meeting that is mentioned 
‘in the proxy, but at the end it says, 
‘Witness my hand this 2nd day of 
Aprit, 1903,’ or some other date as 
the case may be? <A.—Yes. 

Q.—And those that are not printed 
at the top seem to have the date left 
blank. Would that or not indicate 
to you that the agent had those, to 
get them filled in as he could? A.— 
No, as a matter of fact the agents 
never had the proxies. There was a 
second edition. I don’t know why 
there was any change made. 

Q.—Anyway those proxies are all 
signed to the extent that they are 
signed here, and I see at page 116 
there is this proxy: ‘‘I, Harvey Poll- 
man Evans of Toronto, Secretary, do 
hereby nominate and appoint Harry 
Symons of Toronto, President, as my 
substitute, in my absence to vote as 
my act, and in my place and stead, 
and carry into effect any and all prox- 
ies from shareholders in the above 
named company, now or at any time 
held by me, as fully and effectively 
as if I were present and acting there- 
in, I hereby agreeing to ratify and 
confirm whatsoever the said Harry 
Symons may do in and about the pre- 
mises.’’? A.—I was away just before 
some annual meeting and I left that 
for Mr. Symons to act for me. 

Q.—It was drawn to cover I sup- 
pose any case when you would ba 
away, that is fair to say I suppose 
is it not? A.—Well my only recol- 
le¢tion is that it was for that parti- 
cular meeting. It says there what it 
is for. : 

Q.— Then if you will allow the docu- 
ment to talk untrammelled, it says, 
‘now or at any time held by me.’’ So 
I suppose it was intended to cover 
the other? A.—I suppose so. 

(.—Then I see a power of attorney 
in the same month by Mr. Hughes to 
Mr. Symons. Mr. Hughes being one 
of the Directors, was he not? A.— 
Yes. 

Q.—So that the matter appears to 
be in this shape, that all the share- 
holders who have given proxies that 
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are in this book have given proxies 
to you, and you have given a proxy 
under the power that is in this docu- 
ment allowing you to appoint some 
person to act for you, you have given 
a proxy to Mr. Symons? A.—In the 
event of my absence. 

().—In the event of your absence 
of course.—A.—Yes. 

Q.—Then the number of persons 
who have given proxies in that way, 
from a statement I find here, would 
seem to be 2896? A.—Shares. 


(.—Shares represented in that way? 
A.—Yes. . 

().—Out of how many shares? A. 
—TI don’t know. The total number of 
shares would be about 4,000. 4,600 I 
think it is, or 4,650. 

Q.—So you have considerably over 
a half? A.—I don’t know when that 
is 

Q.—This is dated March 20th? A. 
—Well, I suppose so. 


Q.—You got these proxies in differ- 
ent years apparently. Do you send a 
new form to each shareholder the fol- 
lowing year, if you hav> an old proxy 
from him?  A.—I don’t think we 
have always done that. I think we 
have done so in one or two years, but 
not always. ms 

Q.—Did you do that in the early or 
later years? A.—I think the first 
two years, if I remember rightly. 

Q.—That practice has been discon- 
tinued? -A.—I think so. oe. 

Q.—So now where you have a proxy 
from a shareholder you do not enclose 
any to him when the annual meeting 
occursP A.—No. 

Q.—You do enelrre proxies still to 
all the other shareholders? A.—Yes, 
I think so. Iam not sure as to that 
Mr. Symons sends out the annual no- 
tices, and he can probably tell you 
better than I can. 


‘Q.—Then we will probably get that 
information from Mr. Symons. I will 
put in now what has been handed to 
me as a copy of the by-laws of the Na- 
tional Agency Company. We will 
check them and see that they are ex- 
actly in accordance with the books. 
(Exhibit 105.) These are the by-laws, 
you believe, of the National Agency 
ees as they stand now? Ai— 

es. 

Q.—The first by-law is as to the an- 
nual meeting. The second one is as 
to special general meetings, and the 
provision there is that the advertise- 
ment shall be published in a _ daily 
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newspaper in Toronto or may be given 
to each shareholder by prepaid letter 
mailed to his address ten days before 
the meeting. ‘‘The questions at the 
meeting shall be decided by a majority 
vote of those persons present, or by 
proxy; and scrutineers shall be ap- 
pointed.”’ Then the Directors are 
dealt with under No. 5. ‘‘The Board 
of Directors shall consist of not less 
than 5 or more than 9 members to be 
elected by ballot, of whom three shall 
form a quorum; but no person shall be 
-elected to act as Director unless he is 
a bona fide holder of at least 10 shares 
of the capital stock of the company 
on which all calls have been paid.’’ 
Then the next clause provides that you 
shall at the first meeting of the Board 
choose a President and Vice-President 
and enter into an agreement for the 
services of a general manager, upon 
such terms and remuneration and for 
such length of time as they may see 
fit, to manage the affairs of the com- 
pany. : 

The Board meetings are to be held 
quarterly I see. 


Then after certain provisions as to 
the payment of salaries, there is an 
Executive Committee appointed by 
No. 14. ‘‘There shall be a standing 
Executive Committee to consist of not 
less than 3 members of the Board who 
shall be elected annually at the first 
meeting of the Board held after each 
annual meeting, or at any subsequent 
meeting in case of default thereof. 
Such Executive Committee shall have 
all the powers of the Board of Direc- 
tors subject to the direction of such 
Board; to whom the Executive Com- 
mittee shall report from time to time. 
Two members of such Committee shall 
form a quorum.’’ Who are the mem- 
bers of that Committee? A.—Mr. 
Symons, Dr. Millichamp, Dr. Hughes 
and myself. 

Q.—It has been increased to four 
has it? A.—yYes. 

Q.—So that you four gentlemen are 
the members of the Executive Commit- 
tee? A.—Yes sir. 


Q.—And you have all the powers of 
the Board of Directors? A.—Yes, 
whatever the by-law provides. There 
is another now, Mr. McGowan. 


Q.—There being five now? .A.— 
Yes. 

Q.—And are three a quorum nowP 
A.—You will have to ask Mr. Symons 
that. I don’t know. 

Q.—Then the Executive Committee 
has all the powers of the Board as you 
understand it? A.—yYes, 
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Q.—You can repeal by-laws? A.— 
You will have to ask the solicitor that. 

Q.—Have you ever professed to re- 
peal or alter by-laws of the Company ? 
A.—I couldn’t answer that. . Mr. Sy- 
mons will tell you that. 

Q.—We will take that up with him. 
Then the by-laws provide for calls on 
the stock, and later on for calls on 
premium account. Then there are 
Provisons as.to transfers of stock and 
a stipulation for the payment of a fee 
in case of more than one certificate, is 
there not? A.—yYes. 


Q.—And if a certificate has been lost 
you require a payment of $3 for a new 
certificate? A.—Yes. 

Q.—Why do you do that?. A.—I 
couldn’t tell you. I am not familiar 
with the by-laws. 

Q.—Why should not a shareholder 
have a new certificate for nothing if 
he has lost his old one? A.—Well, I 
take it that is for the cost of the pre- 
paration of the -bond of indemnity 
which would be required. 

Q.—The stock is only transferable 
on the books of the company is it not? 
A.—I am not familiar with the by-laws 
as to that. 

Q.—No. 26 is, ‘Transfer of such 
shares shall be in such form as may be 
determined by the Board and shall be 
valid only when made upon the books 
of the company by the holder or owner 
in person or by proxy of attorney duly 
authenticated and by surrender of the 
certificates representing the same, all 
surrendered certificates to be imme- 
diately cancelled by the Secretary.’ 
If the transfer can only be made on 
the books, there is no virtue in the 
certificate? A.—No I suppose not. 


Q.—Then why do you require a bond 
of indemnity? A.—I don’t know that 
it is required. I merely suggest that. 


Q.—-I notice here that you do. And 
why do you charge him $3? A.—I 
don’t know. 

Q.—Then No. 28. ‘‘No person not 
a shareholder in good standing shall 
be present at any meeting of the com- 
pany, and proxies shall be held only 
by a shareholder in good standing and 
are to be deposited with the Secretary 
at least one month before the holding 
of any meeting or adjournment there- 
of at which the same may be used, 
otherwise the same shall not be opera- 
tive.’? Now why do you require share- 
holders to deposit proxies a month be- 
fore the meeting? A.—You will have 
to ask Mr. Symons that. 
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Q.—Has not that been discussed? 
A.—No, those by-laws were drawn up 
four years ago by Mr. Symons, I don’t 
know anything about the particulars 
of them. 


Q.—You don’t know why a clause is 
put in preventing a man giving some 
other shareholder his proxy and being 
represented at the meeting, if he finds 
the day before the meeting that he 
cannot be there? A.—I cannot answer. 

Q.—Was it for the purpose of en- 
abling the persons controlling the 
management of the compnay to know 
what persons were giving proxies and 
how many were being received by cer- 
tain shareholders? A.—I could not 
answer that. I don’t know the pur- 
pose for which it was put in. 

Q.—Can you say it was not a means 
to ascertain whether there was any 
movement on by the shareholders to 
voice their sentiments at a meeting? 
A.—I couldn’t answer that. It was 
drawn up four years ago. 

Qi:—Then there is the next one.: 
“99. The Board may declare divi- 
dends or bonuses at any time they 
may see fit, of which notice shall be 
sent to each shareholder at least two 
days previous to the payment there- 
of, stating the date and place of pay- 
ment. The transfer books shall be 
closed ten days before and remain 
closed until the day after appointed 
for payment of dividends or bonuses. 
All payments shall be made to share- 
holders only whose names appear as 
such on record on the books of the 
company at the time of the closing 
of the same.’’ That is the provi- 
sion that the books shall be closed 
ten days before the dividend is paid? 
A-—Il think ‘so, 

Q.—And the object of that would 
be to ascertain the list? A.—Yes. 

Q.—T hate is a provision that is 
usual with companies? A.—I think 
so. 

Q.—I suppose you have never con- 
sidered the validity of such a reso- 
lution, to close the books of the com- 
paiiy and prevent a person transfer- 
ring his shares if he wants to? A.— 
No, I haven’t thought of it. 

Q.—Then 29 A. ‘‘The Directors on 
declaring any dividend may make a 
call or calls from time to time on 
the unpaid up subscribed capital 
stock of the company equal to the 
amount of the dividend so declared 
and that such call or calls be made 
payable at the same time as the divi- 
dend, and such dividend may, if so 
provided by resolution of the Direc- 
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tors, to be advised to the shareholders, 
be set off against the call and such 
shareholders shall be credited there- 
with accordingly.” That was an 
amendment to the by-laws? A.—Yes. 


Q.—To provide that you could make 
a call on the stock and pay a divi- 
dend on the stock at the same time? 
A.—I take it that was to provide 
that any dividend that was declared 
should be applied to the payment of 
a subsequent call. 


Q.—To the payment of a previous 
call wouldn’t you say? A.—Yes, pos- 
sibly, or a coincident call you might 
say. 

Q.—You could not apply it to a 
subsequent call could you? A.—No, 
a coincident or previous call. 


Q.—To a previous call or a call 
made at the same time? A.—Yes. 

Q.—But the object of the resolu- 
tion ‘seems to be to enable both these 
things to be done at the same time. 
I suppose you could apply it on an 
overdue call and say to the share- 
holders ‘“‘we have credited you with 
that,’? so there would be no reason 
for a by-law for that? A.—Yes. 


Q.—What reason was there for this 
by-law? A.—Any more than to pro- 
tect the interest of the company so 
that the amount of the dividend could 
be applied on the payment of the 
call. . 

Q.—You or some one had given the 
shareholders to understand that only 
25 per cent. of their stock would be 
called at any time? A.—That was 
the original intention, yes. 

Q.—I am not laying that to your 
door for the present, but I am saying 
that was, the expectation of all 
parties at any rate? A.—Yes. =” 

Q.—You were calling a great deal 


‘more; you were calling it up to par? 


A.—Yes. 

Q.—And this by-law I suppose was 
passed at that time? A.—I don’t re- 
member the date. The minutes will 
show. 

Q.—If you found that you had to 
call from the shareholders more 
money than you anticipated, why did 
you not use the profits of the com- 
pany instead of paying them out in 


- dividends, why did you not accumu- 


late them? A.—That is a matter of 
judgment. 

Q.—If it is a matter of judgment 
give me the argument that is in 
favor of paying out the profits and 
calling upon the shareholders both at 
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the same time, if the shareholders 
were led to believe they would not be 
called? A.—The business was in a 
prosperous condition and we required 
more money to invest in it. for the 
extension of it. 

Q—Why didn’t you hold your 
profits then? A.—The shareholders 
regarded it as being entitled to a 
profit, and as holders of the stock 
they were liable for the difference be- 
tween what they had subscribed and 
what they had paid up. 


Q.—But you have already agreed ° 


with me that they understood they 
were not to be called for anything 
over 25 per cent.? A.—Yes. 


Q.—Now then that would be just 
the same understanding they could 
have about dividends, they understood 
they were to get 10 per cent. didn’t 
they? A.—No, I cannot say as to 
that. 

Q.—Cannot you go that far? 
Surely with the efforts to pay divi- 
dends that we have seen in the min- 
utes, you can say that that was be- 
cause the shareholders were led to ex- 
pect a 10 per cent. dividend? A.— 
Possibly that is so. 

Q.—Don’t say possibly if you know 
that is the fact? A.—I couldn’t say 
10 per cent. They were led to ex- 
pect that they would get a dividend, 

Q.—Then do not let us mention the 
amount. They expected a _ substan- 
tial dividend? A.—Yes. 

Q.—From the commencement of the 
business? A.—I won’t say as to from 
what date. 


Q.—At any rate they expected the 
dividend. Now we have that state 
of facts. They expected a dividend 
and they expected not to be called 
for more money on their stock. Then 
‘why not accumulate your profits in- 
stead of going through this device of 
declaring a dividend payable to them 
and calling upon them at the same 
time and setting one off against the 
other? A.—Because no doubt a very 
large ‘number of the _ shareholders 
would prefer to pay up and increase 
their holdings in the company. 

Q.—Wasn’t it because you were 

trying and anxious to sell the stock 
' of the company? A.—I couldn’t say 
that, no. 

OO lrad, you..an mind (that. if 
would be harder to sell the stock if 
you were not paying dividends? A. 
—I couldn’t say that. I know a large 
number of the shareholders were able 
to pay and would prefer to do so. 
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Q.—I am asking you if it was not 
the case that the dividend was paid 
because it was realized by those in 
the management of the company that 
it would be impossible or at any rate 
very difficult to sell stock if you were 
not paying the dividend? A.—The 
matter was never discussed. 


Q.—Then paragraph 30 or I suppose 
it is by-law 30. I suppose each one 
of these is a by-law? A.—Yes I think 
SO. 


Q.—“‘The stock transfer books of 
the company shall be closed 10 days 
before and remain closed until after 
the holding of any annual or special 
general meeting of shareholders, or 10 
days before the date for holding any 
adjourned meeting or meetings thereof 
as the case may be, and no transfer of 
shares of the capital stock of this com- 
pany shall be entered in the said books 
while the same shall be so closed? 
What is the object of that resolution 
or by-law? A.—I cannot tell you any 
more than what it says. 


Q.—That by-law was passed on the 
18th of February, 1906, or on March 
the 20th, 1906.. It is at page 91 of 
the minute book and was passed on 
March 20th, 1906. Now that was just 
a month ago? A.—Well I think there 
was some question arose as to what 
the meaning of that 10 days was; 
whether. it should be ten days before 
the annual meeting or 10 days before 
the adjourned meeting and my recol- 
lection of it is that the by-law was re- 
constructed in some way, to make it 
more clear. Mr. Symons could ex- 
plain that better than I can, but that 
is my recollection of the circumstance. 


Q.—We will see what the old by-law 
30 was. It previously read this way: 
‘The transfer books shall be closed 10 
days before and remain closed until 
after the annual meetings of share- 
holders.”’ It is altered to close the 
books 10 days before and remain clos- 
ed until after the holding of the an- 
nual or any special general meeting or 
10 days before the date fixed for any 
adjourned meeting or meetings. That 
was the object? A.—Yes. 


Q.—Why should the books be closed 
10 days before the annual meeting 
or any of them? A.—I couldn’t tell 
you. 

Q.—There seems to be a reason for 
that in the case of a dividend that 
does not exist in the case of the annu- 
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al meeting? A.—Yes, to prepare a 
dividend sheet. 

Q.—Then why should you pass that 
resolution? A.—I couldn’t tell you. 

Q.—I suppose without this resolu- 
tion the shareholders would be entitled 
to transfer stock from one to the other 
right up to the day of the meeting? 
A.—Yes. 

Q.—They could not vote by proxy. 
unless the proxy had been filed 30 
days? A.—Yes. 

Q.—But they could have joined in 
transferring their shares to some one 
person right up to the meeting? A. 
-—I don’t quite follow you. 

Q.—Under that by-law that we read 
the shareholders, unless they filed their 
proxies 30 days before the meeting, 
they could not be represented at the 
meeting without personally attending 
could they? A.—No. 

Q.—They would have to file their 
proxies 30 days before? A.—Yes. 


Q.—The moment the 30 days had 
gone by they could not vote except by 
attending in person? A.—Yes. 

Q.—But they could accomplish the 
same thing by all transferring their 
shares to some one shareholder couldn’t 
they and have him vote on all the 
stock he then held? A.—Yes. 


Q.—Was that by-law passed to pre- 
vent shareholders acting in concert 
in that way by a transfer of shares 
instead of by proxy? A.—I don’t re- 
member it being discussed at all. I 
only remember there was some discus- 
sion arose as to what the exact mean- 
ing of that. first by-law was and it 
was altered. 


Q.—Can you suggest any reason for 
it except the one I have given? A.— 
No not at the moment. 


Q.—32 reads this way: ‘Any 
shareholder desiring to introduce a re- 
solution at any annual or general meet- 
ing of the company shall give notice 
thereof in writing by registered letter 
addressed to the Secretary of the 
company in Toronto enclosing the 
same, at least 3 months before the 
holding of any such annual or general 
meeting and in default thereof no 
such resolution shall be considered.’’ 
What is the object of that by-law?’ 
A.—I don’t know any more than is 
stated there. 

Q.—A similar by-law appears in 
the by-laws of the Union Life I think? 
A.—yYes, the by-laws are very much 
the same, 

Q.—There are some differences. I 
think there is some right to exclude 
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a Director that is not meeting with 
general approval in the Union Life. 
That does not appear here, but there 
is a great similarity here. Now can 
you tell me the object of that by-law, 
that no shareholder can attend the 
meeting and introduce a resolution to 
be voted on unless he has notified you 
by registered letter 3 months before 
that he is going to do so? A.—I take 
it that the shareholder would be re- 
quired to notify the officers of any re- 
solution or matter they wish to bring 
before the meeting. 


Q.—Well, why? You are the Sec- 
retary? A.—Yes. 

Q.—And you would get that notice? 
A.—Yes. 

Q.—Why should you know 3 months 
before that a resolution was going to 
be moved by some shareholder and 
that the penalty for not giving you 
that notice is the absolute impossibil- 
ity on the part of the shareholder to 
move anything at all? A.—I couldn’t 
answer you any more than I have 
done. Probably that is some legal 
matter that can be explained. 


Q.—Can you suggest any reason 
why it should be 3 months? A.—No. 

Q.—I suppose the shareholders of 
the National Agency Company are 
scattered? A.—Yes. 

Q.—From Halifax to Vancouver? 
A.—Yes. 

Q.—Can you say whether the object 
of that resolution was not to give you 
timely notice so that you could get 
proxies? A.—TI couldn’t say that that 
was ever discussed. I don’t remember 
that it was. 

Q.—Can you say that that was the 
reason that prompted you to agree to 
it? A.—I should think, as I said be- 
fore, it would be so that the Directors 
would know of any matter that the 
shareholders wished to bring up. 

Q.—Why should the Directors want 
to know that; what use would they 
make of that information? A.—So 
that they could consider it before the 
meeting took place. 

Q.—Three months to consider it? 
A.—That is what the by-law says. 

Q.—Can you suggest any reason why 
you would require three months to 


consider any such resolution? A.— 
No, I cannot, other than I have 
stated. 


Q.—Other than the shareholder giv- 
ing the notice, there is no provision 
here that any person should know 
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about it except you, the secretary? A. 
—That is what the by-law says. 

Q.—You are not called: upon to 
notify the other officers or the other 
Directors or the other shareholders, 
are you? A.—It doesn’t appear so. 

Q.—Then in the notice calling the 
meeting, you are not required to noti- 
fy them of any resolution that the 
Ssharehelder is bringing up? A.—I 
don’t remember the by-law providing 
for that. 

Q.—I have read those to you. A.— 
1 don’t recollect anything. 

Q.—There is nothing in the copy 
produced to me at any rate. So there 
is the whole situation created. by these 
by-laws. A shareholder must notify 
you 3 months before that he is going 
to move some resolution; if he wants 
tc get proxies to give himself a vot- 
ing power at the meeting, you must 
know about it 30 days before, and if 
he does not succeed in doing that he 
cannot have any share of stock trans- 
ferred to him unless he does that 10 
days before; so that in any case you 
have at least 10 days’ notice of what 
voting strength any shareholder has 
who wants to move any resolution? 
A.—I should say that would be the 
effect of the by-laws, yes. 


Q.—That would give you rather com- 
plete power and control over the com- 
pany would it not? A.—I should not 
say so necessarily. 

Q.—Will you tell me how it could 
be evaded? A.—The shareholders all 
have the privilege of revoking their 
proxies at any time, and taking en- 
tirely different action. ~ 

Q.—That is thirty days before? A. 
—Yes. 

Q.—So the shareholders could get to- 
gether thirty days before? At! 
should think so, yes. 

Q.—And you see the number of 
shareholders that are represented by 
those proxies, and the company has 
agents, and you have agents all over 
trying to sell this stock who can get 
proxies themselves? A.—No, excuse 
me, we have only had about one or 
two men out altogether. The regular 
agents of the company have nothing 
whatsoever to do with selling stock. 

Q.—Will you agree with this, that 
these persons who are out selling stock 
are persons who would be in touch with 
you more than any person else? A. 
—Yes. ; 

Q.—And they would be the persons 
who would know the shareholders? A. 
—Yes. 
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Q.—And would .be the persons who 
would be likely to get their proxies if 
any person could? A.—Yes. iE 
would like to say here I don’t think 
an agent has brought in five proxies 
since the company has commenced 
business. 

Q.—There has never been any occa- 
sion to act on this? A.—There has 
been no effort to obtain them through 
the use of agents, 

Q.—You have never required to, you 
have in this book proxies for over half 
the shareholders now? A.—Yes. 

Q.—And they are just standing 
there? A.—Yes. 

Q.—And there has never been any 
proxy sent in thirty days before the 
meeting that shows any counter attack 
at all on the management? A.—WNo. 

Q.—So there has never been the 
sightest need to drum up proxies has 
thereP A.—No. 


Q.—But if the occasion arose are 
you not pretty well entrenched by these 
by-laws ? A.—To the effect as you 
sald a minute ago that we would have 
about ten days’ notice. ' 

Q.—And I suppose you cannot sug- 
gest any reason for the passing of these 
by-laws except for that purpose? A. 
—I should think so, yes. 


Q.—What reason? A.—That the 
officers would know what action was 
likely to be or wished to be taken by 
the shareholders. 

Q.—For what purpose? A.—So 
that they could decide on a course of 
action. 

Q.—That is what I am pointing out. 
If it is for any other purpose than to 
regulate control why should you not 
require to communicate all such mat- 
ters to the body of shareholderfs, they 
have as much right to consider the 
matter as you have? A.—That would 
be rather a voluminous way of getting 
at things when there is an annual 
meeting at which it could be discussed. 


Q.—It is rather a roundabout fash- 
ion to require three months’ notice. 
Why not carry out the circle? 

(Mr. McLaughlin remarks some- 
thing to Mr. Tilley. Not audible at 
reporter’s desk.) 

Q.—I think my learned friend Mr. 
McLaughlin did not draw the by-laws? 
4.—No. 

Q.—He does not know what motives 
prompted you? A.—No. 

Q.—And you can speak better than 
he can about that? A.—I should 


584 ROYAL COMMISSION ON 


23rd day, May Qth, 1906. 


think so, but I did not draw them 
either. 

Q.—But you igs the party promot- 
ing the company? ~ A.—I was inter- 
ested in it. The by-laws were drawn 
after the promotion was completed. 

JUDGE McTAVISH: Were you at 
the passing of the by-laws, Mr. Evans? 
A.—Oh yes, I was at the meetings. 

MR. TILLEY : These matters would 
all be discussed? A.—I don’t remem- 
ber what the individual by-laws were. 
They were drawn by the solicitor and 
passed at the annual meeting. 

MR. McLAUGHLIN: One _ would 
think the by-laws were a matter of do- 
mestic concern of the company.. The 
shareholders can pass such by-laws as 
they are disposed to do. 

MR. SHEPLEY: We are past all 
that three days ago. 

MR. TILLEY: No. 33 provides that 
the Executive Committee may appoint 
local or provinecal Boards and may 
change the same at their discretion, 
and provide for the remuneration of 
such Boards. Such Boards to be sub- 
ject to the direction of the Executive 
Committee in every respect. When 


was that by-law passed? A.—Pro- 
bably at the first. 
Q.—I ‘don’t think so. A.—Perhaps 


it came up shortly after the organiza- 
tion of the Union Life. 

Q.—Yes, it is one of the original 
by-laws, passed on the 22nd of August, 
1901. That would be the first general 
meeting of the shareholders would it 
not? <A.—Yes. 

Q.—What local-or provincial Boards 
had been appointed pursuant to that 
resolution? A.—Qne, the Maritime 
Board 

Q.—Had you that Board in view 
when the National Agency Company 
was organized? A.—I don’t think so. 


Q.—Had you not got many subscrip- 
tions or promises of subscriptions from 
the Maritime provinces on the under- 
standing that there was to be a Mari- 
time Board? A.—Not at that time. 
Some time after that. 

Q.—What was the occasion of creat- 
ing this Maritime Board? A.—So as 
to ‘influence business down in the Mari- 
time provinces. 

Q.—So as to obtain business, and 
was there remuneration of the mem- 
bers of it? A.—$5 a meeting. 

Q.—Fixed by the Executive Commit- 
tee? A.—The by-laws speak as to 
that. 

Q.—This provides that the Execu- 
tive Committee shall fix that remun- 
eration? <A.—yYes. 
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Q.—And, ‘‘such Board shall be sub- 
ject to the direction of the Executive 
Committee in every respect???  A.— 
Yes. 

Q.—Then by-law 34 provides for the 
increase of the capital, first from $100,- 
000 to $500,000. Was that increase of 
capital made necessary by the incor- 
poration of the Union Life Company? 
A.—I think that took place just be 
fore, but I am not positive. 

Q.—It was with that in view I mean, 
was itP A.—I should think so. 

Q.—You thought you would require 
additional capital? A.—Yes. 

Q.—And you thought that if you 
got $500.000 of capital, 5,000 shares of 
$100 each, and called 25 per cent., 
that that would be sufficient to estab- 
lish this business on a paying basis? 
A.—To the extent that we at that 
time contemplated it. 

Q.—I am asking you whether you 
thought that would be sufficient to es- 
tablish the business on a paying basis? 
A.—Well, this is a large country and 
we had not thought of going over the 
entire country perhaps at that time, 
but subsequently decided to open up 
throughout the country, and necessari-. 
ly required more capital. 

Q.—Then do you mean to say that 
the expenses of establishng the busin- 
ess here is greater than what you had 
anticipated it would be? A.—yYes, on 
account of the larger operations. 


Q.—On account of the, not the vol- 
ume of business, but’ the larger terri- 


_tory? A.—Both, the volume caused 


by the larger territory being worked, 
operated. 

Q.—Why does the larger territory 
entail a larger cost? A.—Because we 
employ more agents, more superinten- 
dents, more managers, and require 
more offices. 

Q.—Do you employ local agents to 
do the canvassing for insurance, or 
send them from the head office? A.— 
No, all local agents. 

Q.—<And then your transactions with 
the local agent would be by correspon- 
dence? A.—Yes. 

Q.—Then where. would the addi- 
tional cost come in? A.—They are all 
supervised by District managers. 

Q.—Is that the only additional cost? 
A.—In larger districts we have super- 
intendents working under the mana- 
gers. 

Q.—Just describe the territory where 
you can show the expense that you 
had not anticipated, in the most 
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pointed way? A.—At that time we 
had not opened business in the city of 
Montreal. The organization in Mont- 
real at present requires a large office, 
a manager, ten superimtendents, and 
about between 50 or 60 agents, and 
that involves a large amount of money 
each week or month. 

Q.—Is that the instance you want 
to refer to? A.—That is an instance, 

es. 

Q.—At the time you left the North 
American Life you were only doing 
business in Toronto? <A.—Yes. 

Q.—And it was because you were 
circumscribed as to territory in that 
way that you thought it better to 
leave the North American Life and 
start out yourselves? A.—Yes. 
_Q.—Then you had it in mind at that 
time to start in Montreal, that would 
be the very next place? A.—No, at 
that time we simply intended to ex- 
tend around Toronto, the smaller 
piety such as Brantford and Hamil- 
on. 


Q.—Do you mean to say that you 
hadn’t it tn mind when you broke away 
from the North American Life, that 
you did not intend to open business in 
Montreal? A.—We ultimately in- 
tended to open in such places. . 


Q.—But you intended it before you 
formed the Union Life? A.—Oh yes, 
I thought you were going back to a 
date previous to that. 

Q.—No, I am asking you whether 
you anticipated at that time that by 
having the increased capital this by- 
law gives you, of $500,000, and made 
a call of 25 per cent. on it, that that 
would be sufficient to establish your 
business on a paying basis? A.— 
When we first started in Montreal we 
had a mauager, one superintendent, 
and about seven or eight agents. 


Q.—You intended to grow there? 
A.—Yes. 

Q.—Now at that time did you antici- 
pate that- you would be able to put 
the business on a paying basis with this 
capital and that call of 25 per cent? 
A.—I couldn’t say directly as to that. 
It would depend sometimes on _ the 
views we had of the extent to which 
we were going to expand. 

Q.—You told me already that the 
shareholders anticipated they were 
only going to be called on for 25 per 
cent? A.—Yes. 

Q.—How could they anticipate that 
if you did not lead them to believe 
that was all the money you would 
need? A.—We probably did not fore- 


Union Life Insurance Co. 
(H. Pollman Evans, ex’d) 
CW. H. Carrie, ex’d) 


see the limit of the expansion that we 
afterwards took up. 

Q.—What is the example you can 
give me of expansion entailing large 
additional cost that you did not con- 
template at that time? The expan- 
sion of your Montreal office would give 
a large profit? A.—Yes, but you can- 
bot expect in a month to make enough 
out of the district to pay for putting 
on another manager and agents. 

Q.—In this kind of business it takes 
avery long time? A.—Yes, a very 
long time. 

Q.—But you anticipated at any rate 
expansion in Montreal? A.—Yes. 

Q.—So that that seems to be elimin- 
atedP A.—Yes. 

Q.—Can you point to any other dis- 
trict or place in CanadaP A.—Que- 
bec, Hamilton, Halifax. 


Q.—These were all places that you 
would naturally intend to establish 
agences in when you got the Union 
Life? A.—Yes. 


Q.—When you established the Union 
LifeP A.—Yes. 

Q.—The idea was to branch out and 
cover CanadaP A.—Yes. 

Q.—Did you anticipate that you 
were providing enough money then at 
that time? A.—For a limited busi- 
ness. 

Q.—Was it a limited business you 
then had in mind? I want you to 
speak of that with regard to the liter- 
ature you is8ued at the time? <A.— 
Yes, we thought that we could cover 
the ground sufficiently thoroughly to 
make it pay the company to do so. 

Q.—And you intended to have your 
agencies from one end of Canada to the 
other in different places which would 
pay ultimately? A.—Yes. 

Q.—And you thought you had pro- 
vided enough money at that time? A. 
—Yes. 

Q.—But it turns out that you did 
not? A.—It turns out that we did 
not, because we did a larger business, 
and required the investment of more 
capital. 

Q.—Then by-law 35, authorizing 
change of name, not acted upon. The 
name was never changed? A.—No. 

Q.—Then by-law 36 is headed, ‘‘In- 
vestments, life insurance.”’ “The 
Directors of this Company are hereby 
authorized to use its funds in the pur- 
chase of or by way of loan on the stock 
of any life insurance company.’ That 


‘iz the by-law that was passed in order 
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that you might incorporate or take an 
interest in the Union Life Insurance 
Company? A.—Yes. 

Q.—That was then in your plans? 
A.—Yes. 

Q.—37 is a subsequent by-law of the 
same kind relating to Accident Insur- 
ance Companies? <A.—Yes. 

Q.—Has that by-law ever been acted 
on? A.—No. 

Q.—Have you not incorporated an 
Accident Insurance Company? A. 
No. 

Q.—I thought you incorporated an- 
other company? A.—wNo, we incorpor- 
ated no accident company at all. 

Q.—Was it a trust company? A.— 
I think we did get a charter for a 
trust company, but I am not sure as 
to that.—Yes, I think we did, I am 
almost positive we did. I know we 
applied for it. 


Q.—You know that you didP A.— 
I don’t remember positively whether 
the charter was issued. I know j/ve 
applied for it. Mr. Symons could tell 
you more particularly about that. I 
know we made application to Parlia- 
ment for it, but nothing was ever done 
about. it. 

Q.—Here is by-law 38, and I sup- 
pose you did that under this by-law. 
“The Directors of this Company are 
hereby authorized to use its funds 
on its sole behalf in the purchase of 
or by way of loan upon the stock 
or debentures of any trust, loan, 
steel, gas, coal, or electric company, 
or any bank. A.—It was probably 
under that by-law the application was 
made. 

Q.—Have you applied for and ob- 
tained a charter for the Consolidated 
Trust Company? A.—I think that 
was the name. 


Q.—What was the force of the 
‘Consolidated’? name? Had you any- 
thing in view at that time? A.—No, 
I don’t think we had. It seemed a 
good name. 

Q.—‘‘Solid’’? was, the part of the 
name that attracted you I suppose. 
Then by-law 89 was passed to auth- 
orize the issue of debentures for any 
amount that might be thought ad- 
visable. No such debenture to be 
for a less sum than $100, and to 
hypothecate the debentures. No. 40 
provides for the signing of promis- 
sory notes and bills of exchange. 
What promissory notes would a life 
insurance agent have to sign? A.— 
For the purpose of raising money at 
the bank, or anything of that sort. 
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Q.—That was the object of it? A. 
——Y es. 

Q.—By-law 41 provides for the for- 
feiture of shares. That was a by-law 
passed subsequently was it not? A. 
—I don’t remember the date. We 
will find it in the minutes. 

Q.—I think that by-law was passed 
at a later date, and J suppose at a 
time when shareholders were falling 
in arrear on the calls? A.—Yes, I 
think that would be the occasion. 

Q.—There was a specific need for 
that sort of by-law? A.—Yes. 

Q.—I think I have read it in some 
place in your minutes that 40 per 
cent. of your shareholders were de- 
faulting? A.—Were unable to pay 
all of the calls, yes. 

Q.—And then this forfeiture clause 
was inserted in order to forfeit the 
shares. Was it ever acted on ? A.— 
I don’t think any share was ever for- 
feited. 

MR. SYMONS: No, it was never 
acted on. 

MR. TILLEY: Was notice of for- 
feiture ever sent to any shareholders? 
A.—I don’t think su. 

Q.—But you commenced adopting 
the means of selling some of the 
shareholders’ stock through your 
agents so as to pay up the amount 
that would be due on the other shares? 
A.—Yes. 

Q.—And you say that no profit ever 
accrued to you by any such transac- 
tions directly or indirectly? A.—No. 

Q.—Or any other Director that you 
know of? A.—Not that I am aware 
of. 

Q.—Then the by-law provides for 
the manner in which the forfeiture 
shall be created. Then you had this 
by-law, No. 49. ‘‘The company-shall 
have a first and paramount lien upon 
all the shares registered in the name 
of each shareholder, whether solely or 
jointly with others, for his debts, lia- 
bilities and engagements of any kind,’ 
whether solely or jointly with any 
other person to or with the company”’ 
—there must be some mistake there— 
‘‘whether the period for the payment, 
fulfilment, or discharge thereof shall 
have actually arrived or not, and such 
lien shall extend to such dividends 
or bonuses of any description from 
time to time declared in respect of 
such shares, unless otherwise agreed 
by the company in writing. (The 
registration of a transfer of shares 
shall not operate as a waiver of the 
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company’s len or claim herein, or in 
any way arising from such share.’’ 
And then 50 provides for the method 
of enforcing the lien by notice and 
sale, and the net proceeds shall be 
applied towards satisfaction of the 
debts and the purchaser of the shares 
shall not be bound to see to the regu- 
larity of the proceedings or to the 
application of the purchase money, 
and after his name shall be entered 
in the register the validity of the 
shares shall not be impeached. Now 
that is rather an exceptional clause 
is it not, in by-laws? A.—I couldn’t 
say. 

Q.—Did you ever see one before? 
As—No. 

Q.—It provides that the share- 
holders’ stock shall be liable for and 
charged with every liability that the 
holder of the shares owes to the com- 
pany, whether the debt is due or not? 
A.—Well, I think that was intended 
to provide that in the event of a call 
being made, and not being paid. 


_ Q.—Could you let me have the or- 
iginal by-law, and let us see what was 
happening at that time. It appears 
that that by-law was passed on Feb- 
ruary 9th, 1904, sanctioned by the 
shareholdesr on that date? A.—Yes. 


Q.—And it was sanctioned along 
with by-laws 41 to 58 inclusive? A.— 
Yes. 

Q.—And they appear in the share- 
holders’ minute book at pages 50 to 
54, do they not? A.—Yes. 


Q.—Those by-laws all seem to re- 
late to the company’s right to for- 
feit stock, and enforce payment of 
debts due by shareholders? A.—Yes. 


Q.—Then I suppose it is fair to 
say that it was about February, 1904, 
when trouble commenced to become 
acute with your shareholders, or it 
was then acute with your sharehold- 
ers not paying the calls that had been 
made? A.—yYes, probably there had 
been a greater accumulation of them 
at that time, of those unable to pay, 
than there had been at a previous 
date. 

Q.—One can understand by-law 49 
providing for forfeiture if calls are 
not paid. That stands complete in 
itself, and you can work out the com- 
pany’s rights under it for non-pay- 
ment of calls, but why would you 
require this other by-law 49 provid- 
ing for a lien on stock for all the 
shareholders’ debts, liabilities and en- 
gagements, and also providing that 
even if he should transfer his stock 
to another person and that should be 
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entered up and the transfer com- 
plete, that your len would still at- 
tach to the shares and be a liability 
against the shares in the hands of the 
transferee? A.—That was to protect 
the company. I don’t remember it. 


Q.—That seems to be a very hard 
by-law against the shareholder on the 
surface? A.—Probably to protect the 
company from loss as against the or- 
iginal shareholder. 

Q.—One would think it had regard 
to some particular trouble that had 
arisen. 

MR. SYMONS: I should lke to 
make an explanation about that, Mr. 
Chairman. The object was this: 
many of the shareholders had paid up 
their calls in the shape of notes 
which were held by the company, and 
paid-up stock certificates for the 
shares had been issued. Consequently 
the taking of the note relieved those 
shares of the lien, so in order to 
make it clear that the shares, not- 
withstanding the stock certificates 
had been issued, should be subject to 
the payment of those notes, those by- 
laws were so passed. I might say. 
too, if you will allow me, that it was 
quite accidental those certificates 
having been issued in that way. It 
did not come to my notice, although 
I had signed them in blank, and I 
thought as a matter of protection 
that had better go in. Subsequently 
those certificates were allowed to go 
out for paid-up stock where notes only 
had been taken for the calls. 

MR. TILLEY: Then I suppose you 
have no recollection that enables you 
to speak about it one way or the 
other, Mr. Evans, from what you have 
said, you agree with Mr. Symons’ 
statement? A.—yYes, I would dis- 
tinctly. ; 

Q.—That notes haa been taken for 


‘ payments on stock, and certificates 


had been issued for fully paid shares, 
and then you passed this by-law 
which gave the company a lien on 
the shares in his hands, although the 
certificate said fully-paid, and that 
lien you provided by the by-law 
should attach even though you should 
allow a transfer of the shares to be 
made in the books of the company? 
A.— Yes. 

Q.—So that any person taking a 
transfer and buying those _ shares 
which appear to be paid up, and hav- 


_ing a transfer made to himself in the 


books of your company, might still 
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have to forfeit the shares or pay the 
promissory notes given by the former 
shareholder, if this by-law was valid? 
A.—Yes, I think there were only two 
or three cases of that kind. 

Q.—Can you tell me whether any 
such cases were acted on? 

MR. SYMONS: No, there were 
none . There were no question arose. 

(Adjourned to 2 p.m.) 


—Resumed at 2 p.m. 1906. 


—lTExamination of Mr. Evans con- 
tinued: 

MR. TILLEY: Q.—Has any stock 
eeerae ever been issued by the Na- 
ional Agency Company under by- 
7p Ee Nae ae a ae 

Q.—And by-law 56 provides ‘‘That 
the Board of Directors may from time 
to time in its discretion,’’ etc. (Reads 
down to the words ‘‘hereafter ac- 
quired’’—do you remember .the ne- 
cessity of that by-law? A.—No doubt 
to raise money. 

Q.—To raise money by the Nation- 
al Agency Company? A.—Yes, so 
that they could utilize the securities 
for that purpose, including the Union 
Life stock. 

Q.—From what source would the 
National Agency Company raise 
money? A.—From the bank. 

Q.—And had there been transac- 
tions with the Union Bank from time 
to time of that nature? A.—Yes. 

Q.—Have you any book that shows 
your transactions with the bank? A. 
—I think so. Mr. Carrie will have 
that. 

Q.—What book have you showing 
your transactions with the bank, Mr. 
Carrie? . 

—Mr. Carrie answers the questions 
until a change is indicated. 

A.—Such as call loans, advances— 

MR. TILLEY: Yes? A.—This gen- 
eral ledger. 

Q.—Being the stock ledger that is 
now superseded? A.—Yes. 

Q.—At what page? A.—35. 

Q.—Have you any account, Mr. 
Carrie, where you show moneys de- 
posited in the bank and withdrawn 
from the bank? A.—Any account in 
the ledger? 

Q.—YesP A.—No, that banking ac- 
count was not kept, it was kept on 
the stub of the cheque book which‘ is 
quite a practice. We have the bank 
books to show our balances and all 
our deposits and withdrawals. 

Q.—There is no ook where you 
show that, but you do preserve the 
stubs of the cheque book, and that 
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affords a history of the bank account? 
A.—The bank account is kept on the 
stub of the cheque book, that is the 
balance was kept there. 


Q.—Was that what you were re- 
ferring to yesterday when you said 
the transactions which were grouped 
together in order to bring a cheque 
at the end’ of the year from one com- 
pany to another, that all those items, 
debit and credit, would be set out 
on the stub of the cheque book? A. 
—No—with reference to a final cheque 
given at the end of the year? 


Q.—Yes? A.—I referred to the 
stub of the cheque book being the 
particulars of why the cheque was 
drawn, and it was not any reference 
to the balance of the account what- 
ever; it would of course affect the 
balance by the amount of the cheque 
issued. 


Q.—You are not understanding 
what I am asking, Mr. Carrie; you 
remember the cheque that was refer- 
red to was a cheque for a balance 
as between certain sums the Union 
Life owed the National Agency Com 
pany, and certain others the Agency 
Company owed the Union Life, and 
certain purchase of securities by one 
from the other; all the details of that 
would be shown on the stub? A.— 


Yes. 


Q.—Showing the balance the cheque 
was issued:for? A.—Yes, how it was 
arrived at. 


Q.—Is the cheque book here? A. 
—We have a large number of cheque 
books, they are not present, if you 
wish them we will have them sent 
for. Pardon me, what I showed you 
yesterday is the cash book of the Na- 
tional Agency Company, it is just the 
replica of what would appear here 
in the stub of the cheque book—you 
remember we figured those all out. 


Q.—Then there is a provision un- 
der by-law 58 for the acquisition by 
the National Agency Company of cer- 
tain real estate. It says, ‘‘The Board 
of Directors may enter into con- 
tracts,’ etc. (Reads down to the 
words ‘‘This company’’). 


—Mr. Evans answers the questions 
until a change is indicated. 


A.—Yes. 


Q.—Pursuant to that by-law did 
you purchase any real estate? A.— 
Two years ago we purchased the 
building where we are situated now, 
54 Adelaide Street East. 
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Q.—Is that the building that was 
afterwards turned over to the Union 
Life Company? A.—Yes, that is the 
one. 

Q.—From whom did you purchase 
the building? ‘A.—Mr. Dorenwend, I 
think was the owner at that time; 
he had I think acquired it from the 
Toronto Mortgage Company. 

Q.—Who was Mr. Dorenwend? A. 
—I think he has a hair store on 
Yonge street. 

Q.—He has nothing to do with your 
company? A.—wNo. 

Q.—He bought it from the Toronto 
Mortgage Company and you purchased 
it from him? A.—Yes. 

Q.—What consideration did the Na- 
tional Agency Company pay for that 
building? A.—I think it was six or 
seven thousand dollars; Mr. Carrie 
can give you the exact figures; sub- 
ject to a mortgage. 

Q.—Probably Mr. Carrie will turn 
up the amount—Six or seven thousand 
dollars over and above the mortgage? 
A.—Yes. 

Q.—And then did you afterwards 
pay off the mortgage? A.—No, not 
all. We have made the payments 
which were called for by the mort- 
gage, which Mr. Dorenwend had on 
it, we assumed the mortgage and 
made the payments he should have 
made subsequently. 

Q.—Ultimately it was turned over 
to the Union Life? A.—Yes. 

Q.—At a substantial profit ? A.— 
The total increase was about $8,000 
after we had put on about seven or 
eight thousand dollars on the build- 
ing. 

Q.—Which would be a profit, to 
the National Agency Company or 
from the Union Life? A.—Yes. 

Q.—Was that property freehold 
property or -leasehold? A.—Lease- 
hold. 

Q.—So that all the asset that the 
National Agency Company had in the 
property was the lease and the value 
of the building in case the lease was 
not renewed—was it a renewable 
lease? A.—Yes, renewable lease, 21 
years. 

Q.—And I suppose if the landlord 
refused to renew he had to pay for 
the value of the building? A.—I do 
not remember the provisions as to 
that. 

Q.—You understood the building was 
yours? A.—Yes, I might say in con- 
nection with that transfer that at 
the same time there were a number 
of securities handed over to the Union 


Union Life Insurance Co. 
(H. Pollman Evans, ex’d) 
(W. H. Carrie, ex’d) 


Life which the National Agency Com- 
pany had purchased at a higher rate 
than we sold them ta the Union Life 
for. The net profit on the whole 
transaction, the amount that we re- 
duced the securities by. and the 
amount that we added to the build- 
ing, I think there was only about 
$200 difference net profit to the Na- 
tional Agency. 


Q.—You are referring now to some 
security such as the Colonial Invest- 
ment stock and the Dominion Per- 
manent stock? A.—Yes. 

Q.—Those were stocks that you 
transferred to the Union Life? A. 
—Yes; I just wish to make the ex- 
planation though. 

Q.—You say there was a loss on 
those stocks to the National Agency, 
and there was a gain to the National 
Agency on the real estate transac- 
tions? A.—Yes, the net profit was - 
about $200. 

Q.—If there is any dispute on this 
point I will not take it up now, but 
you did not transfer those stocks to 
the Union Life at any less than their 
market value—you say there was a 
loss to the National Agency Company 
on those stocks? A.—Yes. 

Q.—That means you had written 
down the stocks before you transfer- 
red them to the Union Life? A.— 


LOR: 


Q.—They were transferred to the 
Union Life at their full value on the 
market? A.—Yes?* 

Q.—So that there was no corre- 
sponding profit to the Union Life to 
offset any extra payment it made to 
you on the real estate? A.—No, it 
came into our books at the same price 
and remained there. 


Q.—That is a question as to these 
stocks and securities that arises on . 
the annual statement of the National 
Agency for 1905? A.—The Union 
Life. 

Q.—Both companies as a matter of 
fact? -A.—Yes. 

Q.—And for that reason I do not 
want to take it up here; but the real 
estate did show a profit to the Na- 
tional Agency? A.—Yes. 

Q.—If Mr. Carrie will let us have 
the account for that we can dispose 
of it; through what broker or real 
estate agent did you make the pur- 
chase on behalf of the National 
Agency? A.—Mr. Nesbitt; he had an 
office on Adelaide Street. 
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Q.—Have you the account there, 
Mr. Carrie? A.—Yes. 

MR. TILLEY: ‘‘Real estate, head 
office building,’ on page 116—it was 


Dorenwend you bought the property 


from? 

MR. EVANS: Yes. 

MR. TILLEY: It was purchased in 
1904? A.—Yes. 

MR. TILLEY: The National Agency 
Company paid how much for it? 


—The questions are answered by Mr. 
Carrie until a change is indicated. 


A.—They made an initial payment 
to Dorenwend of $2,347.26. 


Q.—In August and September, 1904? 
A.—Yes. There was a first and ‘second 
mortgage I believe, and on this first 
mortgage a further payment before 
December 31st, 1905, $750, was paid, 
and another payment on September 
14th of $1,375 paid. The items ap- 
pearing in the ledger are just the 
items that pass thrqugh the cash book. 
-It does not show the agreement. It 
shows the actual cash. 


Q.—Read the entries that show the 
payments myade on account of the 
building by the National Agency—the 
first we have is $2,347.26? A.—You 
must understand to commence with 
there were considerable alterations to 
the building. 


Q.—Let us have the purchase pay- 
ments? A.—$4,472.26. 


Q.—The National Agency paid in- 
cluding the initial payment to Doren- 
wend, of $4,472.26, that is to Doren- 
wend and the mortgagee? A.—Yes. 

Q.—During the time they held it? 
A.—Yes. 

Q.—What other payments did the 
National Agency Company pay that 
should be charged up to the property ? 
A.—$11,521.34. 

Q.—And this last item was for ex- 
penditure in what way? A.—In the 


alteration and general improvement of: 


the building. 


JUDGE MacTAVISH: 
addition to the $4,472.26? A.—yYes. 

Q.—Making the total payment 
‘ chargeable to the property of how 
much money? A.—$15,993.60. . 

MR. EVANS: To which must be ad- 
ded the mortgage. 

MR. TILLEY: You did not pay any 
more than that on the mortgage? 

MR. EVANS: No. 

MR. TILLEY: At,what price was 
this property put into the Union Life. 

—The questions are answered by Mr. 
Carrie until otherwise indicated. 


That is in 
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A.—$23,825, I believe the original 
figures estimated at, there is a differ- 
ence of $3800. 

Q.—Your books show the cash re- 
ceived to be $24,125? A.—Yes. The 
original amount figured on for the pur- 
pose amounted to $23,825, a difference 
of $300. 

Q.—Due to what? A.—The Na- 
tional Agency undertook to sell, as- 
sumed it was selling to the Union Life 
a debenture to the amount of $200, 
and we also thought other stocks 
amounting to $100 more than what 
they estimated the actual stock was 
worth, that is their ledger value; it 
was adjusted by increasing the amount 
to the value of the building, $300 was 
added to the value of the building in 
order to adjust the transaction in or- 
der that it might go through. It was 
estimated on and cheque drawn and it 
was afterwards discovered that those 
bonds were already due and paid and 
could not be transferred to the Union 
Life. 

Q.—In connection with the transfer 
of the building there was a transfer 
of some stocks and bonds? A.—Yes. 


Q.—<And one bond for $200— <A.— 
And a difference of $100. 

Q.—And $100 for some stock? JA. 
—It was not transferable. 

Q.—The bond being in what com- 
pany? A.—The bond being already 
redeemed, that day or the day or so 
before. An adjustment was made by 
charging the difference to the value of 
the building. 

Q.—The $300 was something the Na- 
tional Agency Company contracted to 
deliver, but could not deliver to the 
Union Life? 

MR. EVANS: I think it was this, 
T think a small debenture of $200 came 
due on the last day of the year, and we 
did not know at the time when we 
agreed to sell it for the $23,825 that 
that debenture came due on that date 
but as it came due on the 31st De- 
cember, as we subsequently found, we 
could not transfer it. 

MR. TILLEY: You could not trans 
fer it from the Agency Company to 
the Insurance Company? A.—No, 
because it fell due on that day to be 
redeemed by the company which is- 
sued it, and that difference was 
charged up to the building. 

MR. CARRIE: That is correct. 

—Mr. Evans answers the questions 
until a change is indicated. 
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MR. TILLEY: Q.—So that cheque 
which had been issued and made out, 
being for a certain, definite amount, 
you just made the price of the build- 
ing $300 more than you otherwise 
would have? A.—I think that was 
the transaction. 


Q.—That shows a pretty free and 
easy way of keeping accounts between 
the two companies? A.—We thought 
the value of the building was very mod- 
erate, and we thought it was well 
worth that much more. 


Q.—You were taking a profit to the 
National Agency Company of $8,000 
in round figures over and above every- 
thing the Agency Company had paid 
outP A.—Yes. 

Q.—Does that include interest? A. 
—I cannot say as to that. 

Q.—Apparently there is no interest 
computed. 

MR. CARRIE: No, no interest com- 
puted. 

MR. EVANS: The building had 
been bought nearly two years before 
and the street had greatly increased 
in value owing to improvements on 
the street. 

MR. TILLEY: And so you agreed 
to transfer the building at a certain 
price, and you just increased the 
amount afterwards in the books to off- 
set some other item that could not be 
carried through? A.—Yes, that was 
the transaction as I recollect it. 


Q.—That was done in that way, I 
suppose, simply becanse the accounts 
between the two companies are always 
- treated just in that way, that the Na- 
tional Agency Company is the owner 
of the Union Life? A.—No, we could 
not make any more transfers of any- 
thing else at the end of the year, be- 
cause the statement was made up on 
the 3lst December, and we had to ad- 
just it in some way. 


Q.—Why could not you make any 
adjustment after that date? A.—We 
could not pay another cheque to bring 
it into that year’s transaction. 

Q.—You could not show it as a lia- 
bility after that date of the Union 
Life to the National Agency? A.— 
Yes, we could have done that. 

MR. KENT: You could have drawn 
a cheque to reimburse the Union Life, 
$300? A.—We thought that was the 
most convenient way to do it. 

MR. TILLEY: 
two companies $300 was not worth 
bothering about? 

MR. CARRIE: Pardon me, it was 
not altogether 


As between those. 


Union Life Insurance Co. 
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MR. TILLEY: I do not know where 
I am to be with two ready to give ex- 
cuses. I think I will take Mr. Evans. 


Q.—Your recollection is just in that 
way, that the $300 was really not 
worth bothering about between the two 
companies considering their relation- 
ship one to another ? A.—(Mr. Ev- 
ans) No, the fact was we thought the 
building was worth considerably more 
than we transferred it at. 4 


Q.—You thought it was well worth 
that price? A.—Yes, and a valua- 
tion made of it would bear that out. 


Q.—How long had the National 
Agency Company held it? A.—I 
think sinee 1904. : 

_ Q.—Why did not the Union Life buy 
it instead of the National Agency? A. 
—I could not say. 

Q.—Was that considered ? 

at that time. 


_Q.—If it was to be held by the Na- 
tional Life Company why was not the 
Union Life Company’s funds used to 
buy it and transfer it direct to the 
Union Life? A.—The National Agency 
were probably in better condition to 
invest their funds in the building at 
that time than the Union Life, we 
needed the money to extend our busin- 
ess. 

Q.—It was bought in the month of 
September, 1904? A.—Yes. 

Q.—That was the year when a very 
large sum of money was paid by the 
Agency Company to the Union Life 
at the end of the year? A.—Yes. 

Q.—Why did it not pay what it 
owed in the summer of 1904 and let 
the Union Life buy the building at 
ecstP A.—Because the money was 
simply paid to the Union Life as the 
Union Life required it on premium 
account during the year. 


Q.—I think we got that far the 
other day that the National Agency 
Company always put up the money 
when the Union Life wanted to spend 
itp A.—Yes. 

Q.—Except the end of the year 
would arrive before the need of the 
money arrived? A.—Yes. 

Q.—And then it would pay it in at 
the end of the year? A.—Yes. 


Q.—Was not that transaction put 
through in that way to show a profit 
to the National Agency? A.—No, it 
was not, it was not thought of. 

Q.—The National Agency was the 
company that was paying the divi- 
dends? A.—Yes. 


A.—Not 
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Q.—And you were having questions 
raised all the time as to your profit, 
whether you were paying that out of 
capitalP A.—I think it only arose 
on one or two occasions. 

Q.—It arose very early and it 
seems to have been referred to several 
times; do you think I am carrying it 
too far when I say it was rather a 
constant matter of discussion? A.— 
Yes, I think you are; it only arose 
on two or three occasions. 

Q.—Two or three occasions spread 
over the two or three years the com- 
pany has been in existence? A.— 
Yes, four years. 

Q.—That would. be once a year 
about? A.—Possibly. 

Q.—You say that this passing of 
this real estate through the National 
Agency, adding of $8,000 to the price, 
and then transferring it to the Union 
‘Life Company was not a means of 
showing profit in the hands of the 
National Agency Company? A.—It 
‘was when the transaction was made, 
but it was not intended to do that 
when the building was purchased. 


Q.—If the National Agency Com- 
pany were the owners of the Union 
Life what was the object of showing 
any profit on the transaction at all, 
why not put it' in at cost? A.—Be- 
cause the building was worth more 
money. 


Q.—What difference did that make; 
the National Agency Company was 
the sole shareholder practically in the 
Union Life? A.—Why should the 
Union Life carry an asset in its ac- 
count for $8,000 less than the build- 
ing was worth? 


Q.—If it was a fair value you could: 


put it in the Union Life and write 
it up, that has been a known trans- 
action, we have discovered that as 
having been done in insurance life? 
A.—It could not have been done in 
that way. 


Q.—But that would not show any 
profit to the National Agency Com- 
panw, would it? A.—I suppose it 
would, yes; the National Agency Com- 
pany being the shareholders would 
benefit that much more by the in- 
creased value. 


Q.—That is quite true, whatever 
value there was in the increased value 
of the asset the National Agency 
would reap its share as shareholder? 
A.—Yes, in other words there would 
have been $8,000 more surplus in the 
Union Life which would have accrued 
to the benefit of the National Agency. 
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Q.—Did you get any valuation of 
the building at the time? A.—Yes, 
Messrs. Symons & Rae the Archi- 
tects. 

Q.—I see their name figuring here 
too? A.—They were the architects 
for the renovation of the building. 

MR. LANGMUIR: Q.—What is “the 
ground rent that is payable there? 
A.—$280 a year, paid quarterly. 

Q.—When does that lease expire? 
A.—I believe the lease has about ten 
or eleven years to run yet, renew- 
able. 

Q.—That would make a profit at 
any rate, that would show a direct 
profit to the National Agency? A. 
—In either case. 


Q.—In this way it would show the 
profit as a profit carried directly 
through the books of the National . 
Agency? A.—Yes. 

Q.—Did you say that that was not 
in your mind at the time the trans- 
action was put through in that way? 
A.—At the time the purchase of the 
building was made, no. 

Q.—I suppose the Union Life is 
the company that would be wanting 
the building, that is the use of the 
building? A.—yYes, eventually, if we 
decided to own the building. 


Q.—You had decided to own it when 
the National Agency bought it? A. 
—Not the Union Life, we rented it 
for some time after that. 

Q.—The Union Life rented? A.— 
Yes, rented our offices. 

Q.—They were rented to other par- 
ties? A.—Yes, there were several 
offices rented. 


Q.—Then comes by-law number 60: 
“The Directors of the Company are 
authorized to use its funds’’ (Reads 
down to the words ‘‘In the Insur- 
ance Act’’)—do you remember why 
that by-law was passed? A.—So that 
the funds of the National Agency 
Company would be only utilized for 
the purchase of such securities as the 
Insurance Act called for. . 

Q.—Why was it put there as a by- 
law? A.—I do not remember any 
further about it than that. 

Q.—Then there is the final by-law 
to increase the capital stock to $750,- 
000; no part of the stock has been . 
issued? A.—No 

Q.—Was not that due to your 
finding it ‘hard to sell the stock?’ 
A.—Possibly it was, and also that we 
by issuing debentures understood that 
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we could get the money at a lower 
rate of interest. 

Q.—To whom were you offering the 
debentures? A.—Throughout the 
‘country through an agent. 

Q.—Are they being sold? A.—They 
have been sold. 

Q.—To what extent? A.—I think 
about $150,000. 

Q.—$150,000 of the debentures; 
have you the form ot the debenture 
here? A.—I have the initial form 
that you asked for yesterday; that is 
the initial form. The subsequent is- 
sue I have not here. 

Q.—How many set of debentures 
have you issued? A.—Three. 
_Q.—And this is the one that was 
issued to the President to secure all 
of you directors against some en- 
dorsement of a fifty thousand dollar 
note? A.—Yes. 

Q.—Were the directors paid any- 
thing for that endorsement? A.— 
No. 

Q.—No remuneration to them at 
all? A.—No. 

Q.—For having gone on the note? 
A.—No. I might say 1t was arranged 
there should be a payment made later 
on, not at that time, but a few 
months ago, but no payment has been 
made as yet. 

Q.—Where is that arrangement 
made? A.—I think it was about four 
months ago. It was understood it 
was to be, but nothing was done with 
it yet. Mr. Symons will tell you in 
a moment, he has the minute book. 

Q.—That debenture reads, (Reads 
debenture, which was marked as Ex- 
hibit 106). 

Q.—You say that other debentures 
have been issued? A.—Yes. 

Q.—That is not the form of the de- 
bentures that is being sold now? A. 
—No. 

Q.—When do the debentures that are 
being sold now mature? A.—Varying 
dates, at five to ten years, may be some 
shorter than five but only very, very 
few, if any; mostly ten years. 

Q.—Carrying what rate of interest? 
A.—Some 5 and some 6 per cent. 

Q.—Being sold at what price? A. 
—Par. 

Q.—Universally P 
lutely. 

Q.—Are these being sold by the same 
persons that are soliciting insurance 
or by special agents? A.—By special 
agents. 

Q.—I suppose the same persons that 
had the sale of the stock? A.—Yes. 
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Q.—That is Dr. Hughes would be 
the principal one at the present time? 
A.—Yes. 

Q.—This is the resolution I suppose, 
of directors that you are referring to 
at page 90 of the directors’ minute 
book, passed on the 3lst August, 1905. 
The persons present were the Presi- 
dent, that would be Mr. Symons, Dr. 
Hughes, Mr. Jones and Dr. Milli- 
champir ~ A’.—-Yes: 

Q.—And they were all parties to the 
note? A.—Yes. 

Q.—And their resolution is, ‘‘Where- 
as the directors of this company have 
from time to time personally assisted,”’ 
etc. (Reads down to the words ‘‘Avail- 
able for that purpose’’). That resolu- 
tion was passed at a time when it was 
known that the note would be met and 
paid off? A.—Yes. 


Q.—That was the note that was is- 
sued to the Union Bank in order to 
raise money instead of depositing the 
shareholders’ notes with the bank? A. 
—Yes. 

Q.—And the directors got the se- 
curity of all the assets of the company 
behind them for that endorsement? A. 
—Yes. : 

Q.—The directors themselves passed 
this resolution? A.—Yes. 

Q.—Has that been confirmed by the 
shareholders? A.—Yes, that would 
be confirmed at the last meeting of the 
shareholders. 

Q.—On the 3lst August, 1905, that 
was the same date — I suppose this 
meeting of the shareholders would be 
held immediately after the directors’ 
meeting, would it notP A.—lIs that 
another meeting? 


Q.—Minutes of special general meet- 
ing of the shareholders of the National 
Agency Company held on the 3lst Aug- 
ust, 1905, at 11 A.M.; then the direc- 
tors’ minutes were August 31st, 1905, 
meeting held at 10 A.M.P A.—Yes. 


Q.—The notice on page 777 notified 
the shareholders that the meeting 
would be held for the purpose of con- 
firming by-law number 61 of the com- 
pany, increasing its capital stock, to- 
gether with all by-laws and resolutions 
of the shareholders, Board of Direc- 
tors and Executive Committee respec- 
tively as recorded in the several min- 
ute books of the company; and then 
the directors met immediately before 
the ‘shareholders’ meeting and passed 
among other resolutions this resolution 
to remunerate themselves to the ex- 
tent of $500 each? A.—Yes. 
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Q.—That would hardly be one of the 
py-laws one would think that was to 
be confirmed at that meeting of share- 
holders; however at page 81 of the 
shareholders’ minute book is this: 
“That the acts and proceedings of the 
directors,’’ etc. (Reads down to the 
words ‘‘to all intent and purpose’’)— 
that was passed by the shareholders 
when the only persons present were 
Mr. Symons, yourself, Dr. Millichamp, 
Dr. Hughes and Mr. Jones, so that 
you were the directors and the share- 
holders both for the purpose of pass- 
ing and confirming that resolution? A. 
—Yes. 

Q.—All the other shareholders being 
represented by yourself as proxy? A. 
—Yes. 

Q.—Is there any other transaction 
of that nature between yourself and 
the company or any of the directors in 
the company? A.—No, I don’t know 
of that. 

MR. McLAUGHLIN: That money 
was never paid as a matter of fact? A. 
—No, it was never paid. 


MR. TILLEY: I suppose the time 
is not ripe yet for payment? A.—Pos- 
sibly not. 

Q.—You have not in anyway aban- 
doned that? #A.—Not in the slight- 
est. 

Q.—It is your misfortune it is not 
paid by this time? A.—Precisely. 

Q.—The clause at the end of the by- 
law says, ‘‘It shall be paid out when 
the necessary funds may be available 
for that purpose;’’ that is all you are 
waiting for? A.—That is all, still 
regarded as to be paid. 

Q.—Just while I have the book open 
at this page I want to ask you what 
the meaning of this transaction is re- 
garding Mr. Webb’s shares, page 91, 
of the directors’ minute book. The 
entry is: ‘‘The President presented a 
letter from Mr. G. H. Perley, M.P., 
etc.’? (Reads to the words ‘‘if she de- 
Sire.” iP A.—Mr. Webb had sub- 
scribed originally for 100 shares. 

Q.—Is this the same Mr. Webb you 
referred to before that you had been 
remunerating for his assistance to the 
company? A.—Yes, and subsequently 
the interest on the Port Hood bonds 
was defaulted, and they were turned 
over to the National Agency Company 
—and I may say since that time Mr. 
Webb has died. 

Q.—Apparently he was dead at the 
date of this resolution? A.—Yes, and 
Mrs. Webb through Mr. Perley wrote 
in and asked us if we would relieve 
her or sell 50 shares, I think it was 
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all her stock for her. We did not see 
our way to do that, but we offered to 
return to her the seven thousand dol- 
lar bonds of the Port Hood Coal Com- 
pany. 

().—Those bonds were bonds that 
had shown signs of becoming worth- 
less? A.—Yes, so we were willing she 
should take them back if she wished. 


Q.—They did become worthless, did 
they? A.—The company is still in 
difficulties I understand, but they are 
being re-organized. 

Q.—You offered to take one-half her 
shares off her hands and give her back 
the Port Hood bonds? A.—Yes, 


Q.—That was done? A.—No. 


Q.—Why? <A.—She would not take 
them. 


Q.—That is not the way you have 
treated other shareholders who wanted 
to get rid of their stock? A.—No, 
but we thought in that case when the 
bonds had turned out not to be of as 
good a class as we expeced that she 
should be willing to take them back if 
she was in earnest in wanting the 
transfer made. 


Q.—You thought as they were not 
as good as when you got them she 
should take them back? A.—Yes. 

Q.—And you were willing to deal 
with her as to half her stock on that 
basis, and that fell through? A.— 
Yes. 

Q.—They were able to pay? A.— 
They were fully paid. 

Q.—The people you were letting 
out of their stock were people who 
had not paid? A.—Yes. 

Q.—And who were not able to pay? 
A.—I think so, a good many of them. 


Q.—Did you think you could make 
any of them pay and take their stock 
off their hands? A.—We did not con- 
sider that, if a person expressed a 
desire to sell we would endeavor to 
find a purchaser for them. 

Q.—Although you were trying to 
sell your own stock at the time? A. 
—Yes, we did not want to embarrass 
any shareholder, and we sold all the 
stock that was presented. 

Q.—You say about $150,000 of de- 
béntures have been sold? A.—Yes. 

Q.—In scattered lots? A.—Yes. 

Q.—Has any person any large hold- 
ing of them? A.—No, not large, per- 
haps five thousand, some two thousand 
and three thousand. 

Q.—Do you hold any of them? A. 


== No: 
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Q.—Do any of the directors hold 
anyP <A.—WNo. 

Q.—Does the bank hold any? A. 
—I don’t think so now; yes, I think 
they do. Mr. Symons could, tell you 
definitely—I think there are some 
there as collateral to the balance of a 
loan that is there. 

MR. SYMONS: I think we have 
placed some of them in the bank as 
collateral for any over-draft. 

MR. TILLEY: Q.—That would be 
the over-draft of the National 
Agency? A.—Yes. 

MR. TILLEY: I will put in the 
by-laws of the Union Insurance Com- 
pany. These by-laws seem to be very 
much the same as the others. I will 
refer to the clause as to directors, 
number 5: ‘‘The Board of Directors 
shall be seven in number,” ete. 
(Reads). 

‘‘(a) Directors for the time being 
may at any time limit,” etc. (Reads). 

*“(b) The Directors may fill vacan- 
cies,’? etc. (Reads). 

(Reads also c, and d). That by- 
law 5a, which was added to the old 
by-law 5 as to the qualification of 
directors, this special provision as to 
the Board of Directors being able 
at any time to set a limit on the 'ife 
of one of their number, that was some- 
thing new added at what time? A 
—I think last fall. 

Q.—That is in the fall, 1905? A. 
—Yes, I think so. 

Q.—And confirmed by the _ share- 
holders? A.—In February, 1906, fol- 
lowing. 

Q.—And directors are now appoint- 
ed for three years? A.—Yes. 

Q.—Who are the directors that are 
now appointed? A.—Mr. Symons, 
Dr. Millichamp, Dr. Hughes, Colonel 
Jones, Mr. Harvey and Mr. W. H. 
Carrie. 

Q.—And these are all appointed for 
three years? A.—Yes. 


Q.—Have you ever heard of a pro- 
vision like that before in the by-laws 
of the company, that the directors 
can terminate the life of one of the 
directors whom the shareholders have 
appointed? A.—No, I don’t know 
that I have. 

Q.—Whose idea was this—yours? 
A.—No. 

Q.—Who? A.—Mr. Symons draft- 
ed the by-law. 

Q.—For what purpose? A.—No 
discussion took place on that part of 
it. 

Q.—This is a recent matter, 1905? 
A.—I understand the by-law to refer 
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to the election of directors, not to the 
vacating of the office while it is being 


held. 


Paragraph A says: ‘‘The Directors 
for the time being may at any time 
limit by resolution the term of bold- 
ing office as directors of any one or 
more of their number,’’ and if they 
exercise the right the position ipso 
facto becomes vacant at the end of 
the time fixed; I understand that 
resolution to mean that if the Board 
of Directors desire at any time dur- 
ing the life of the Board that they 
can pass a resolution and say that 
John Smith’s tenure of office as direct- 
or will expire this afternoon at 6 
o’clock, and ipso facto he ceases to 
be a director; is that what you under- 
stand it to mean? A.—No, I under- 
stand it to mean that if a vacancy 
occurs in the Board at any time and 
a new appointment is made 


Q.—No, the directors for the time 
being may at any time limit by reso- 
lution the term of holding office as 
directors of any one or more of their 
number, and in the event of the ex- 
ercise of that right the director so 
affected shall hold office as such only 
during the term so limited, and then 
it shall be ipso facto vacated—and it 
provides in paragraph (b) That the 
directors may fill vacancies upon the 
Board arising from any cause between 
the general elections, and when do- 
ing so shall declare the term for which 
the incoming director or directors 
shall hold office—there they can fix the 
time that the directors so appointed 
shall hold office, but the previous 
clause enables them to put any direct- 
or off the Board who is objectionable 
to them, that is the long and short of 
it? A.—It would seem so; I had no 
such construction of it before. 

MR. SYMONS: May I give the 


reason for it? 


MR. TILLEY: I would like to get 
Mr. Evans’ recollection on these mat- 
ters first? A.—I did not notice that 
construction of it. 


Q.—Tell me what had happened 
that brought to the attention of your- 
self and the other parties who were 
in the control of this company the 
question of directors’ term of office in 
any shape or form? A.—He wished 
to make the policy of the company 
continuous in so far as it lay within 
our power to do so, and we were al- 
ways liable to trouble from compet- 
ing companies, and we wished to be 
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in a position to control the policy of 
the company with reasonable continu- 
ity. 

Q.—When you say we wished to be 
able to control the policy of the com- 
pany who did you include in the we? 
directors. 

Q.—Are all the directors included 
in the we, or does that refer to the 
Executive Committee for instance? 
A.—No, that would include all the 
directors. 

Q.—Are all the directors equally 
interested in the company—I am not 
talking as to their holdings of stock, 
but are they equally interested in the 
carrying on of the company; do they 
take an equal interest? A.—I think 
so, all of them. 

Q.—These directors came to that 
conclusion that the policy of the com- 
pany should be continuous when once 
mapped out, and the only way to se- 
cure that would be to have the Board 
of Directors a permanent quantity? 


Ayes: 


Q.—Go on from that point, let me 
get to the reason of your by-law? A. 
—On that account that by-law was 
drafted in that way, in order to pro- 
vide for that. 


Q.—You say all the directors are 
of that opinion, that they want it con- 
tinuous, then where is the difficulty 
going to come, are you afraid of some 
one of them? A.—WNo. 


Q.—Why do you want to get it in 
your power to turn any one off? A. 
—I don’t understand the by-law to 
read that way. 


Q.—‘‘The directors for the time be- 
ing may limit by resolution the term 
of holding office as directors of any 
one or more of their number, and at 
the end of that time he shall cease to 
be a director’? A.—That construc- 
tion of the by-law never occurred to 
me. 

Q.—There is no other construction 
to that language, is thereP A.—It 
does not seem so. 


Q.—And at any rate you have now 

present to your recollection the idea 
’ that then existed that you should 
have a continuous policy for that com- 
pany, and that could only be secured 
by having a uniform or substantially 
uniform Board of Directors? A.— 
Yes. 

Q.—And this by-law at any rate 
was passed for that purpose? A.— 
Yes. 

Q.—To secure the uniform person- 
nel of the directors? A.—Yes, uni- 
form policy. 
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MR. SYMONS: With the consent 
of Mr. Tilley I would just explain 
the reason for that. With regard to 
subsection A, which gives power to the 
majority of the directors to declare 
vacant the office of any of their co- 
directors, that was put in as a mat- 
ter of protection. Of course I am on 
the Board of Directors, and repre- 
sent the National Agency Company 
as President; it was thought—some 
of those on the Board of Directors of 
the Union Life are officers of that 
company, for instance take Mr. Evans 
as President himself, he is Manager ; 
Mr. Carrie is Cashier, Mr. Harvey is 
Consulting Actuary, and I am the Sec- 
retary, and at some time or other 
some matter might arise which would 
make it desirable that his Chair 
might be vacated, so to speak, and 
there should always be entire accord 
of the whole Board, so that if there 
was any dissent arose then the ma- 
jority should have absolute control; 
and that applies to each one and all 
of' us. We all thought that was the 
safest way in the interest of the Na- 
tional Agency Company, as well as in 
pursuing the general policy of the 
Union Life. It was a matter of pro- 
tection. 

MR. KENT: You were afraid some 
time that the tail might wag the dog? 


MR. SYMONS: There was another 
reason, too; as I said, two or three 
of .the directors were officers of the 
company, they might vacate those of- 
fices, and it was therefore very desir- 
able that their places should be filled 
by some one else on the Board. 


MR. TILLEY: Q.—Let me ask you 
a question after the statement by Mr. 
Symons; he suggests rather a new 
line of thought. Was Mr. Harvey a 
director at the time this was passed? 
A.—I don’t think so. 


Q.—Was it then being considered 
he might be made one of the direct- 
ors? A.—I think so, yes. 

Q.—Was he elected a director at 
this meeting? A.—I think so, or 
about that time. 

Q.—Does that not call to your mind 
that this resolution and by-law was 
passed in case it might be thought 
advisable to get him off the Board 
later ? A.—I don’t remember that 
any discussion took place as to that. 

Q.—Mr. Harvey is the actuary of 


the company? A.—Yes, consulting 
actuary. 
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Q.—And he had been making an in- 
vestigation of the company’s affairs? 
A.—Yes. 

Q.—And it was on his report that 
you had justified—I don’t use that 
at all in any objectionable way—your 
annual statement of last year? A.— 
Yes. 

Q.—That is to say his report was the 
basis for a good many of the items 
that appeared in that report, or at 
least one or two substantial items? 
A.—Yes. 

Q.—I mean now of the National 
Agency report for last yearP A.— 

es. 

Q.—And is he connected with other 
insurance companies? A.—I believe 
he is actuary for another company in 
the United States. 

Q.—Carrying on a —. A.—An in- 
dustrial business. 

Q.—Was or was not this by-law 
passed at that time having regard 
to the fact that you were taking on 
a person who to some extent was a 
stranger to you? 

MR. SYMONS: No, that was in 
view at all; there is an insinuation 
in that which I do not think should 
be permitted; it was not so, he was 
not in mind at all. 


JUDGE MACTAVISH: Mr. Evans 
can surely answer that question him- 
self. 

MR. McLAUGHLIN: I submit an 
insinuation of that kind ought not 
to be made. 


MR. TILLEY: It can be very 
easily denied. ‘ 

A.—I have already stated that I 
have no recollection of any conversa- 
tion taking place or thought in con- 
nection with that at all. 

Q.—That is as strong as you care 
to put it? A.—Yes; I don’t think 
I could put it more strongly. 

Q.—Mr. Harvey is still a member 
ef the Board? A.—Yes. 


Q.—And I suppose this clause in 
the by-laws has never been acted upon? 
A.—No. 

Q.—You have never put a director 
off the Board under that by-law? A. 
—No, never. 

Q.—Then there are other by-laws 
here that are very much the same as 
the by-laws of the National Agency? 
A.—Yes, they are very similar all the 
way through. 

Q.—You have the same provision as 
to the period of notice of a resolu- 
tion? A.—I don’t remember it, but 
I should think they would be the same, 
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because they are similar all the way 
through in purport. 

Q.—I see by by-law 33 any share- 
holder desiring to introduce a resolu- 
tion at any annual or special general 
meeting shall give netice thereof in 
writing by pre-paid letter and so on, 
three months before the holding of the 
annual or the special meeting; you 
call a special general meeting on a 
ten days’ notice? A.—I think so. 


Q.—How do you suppose that a 
shareholder is going to give you three 
months’ notice of any resolution he 
is going to bring on at a special meet- 
ing when he only gets ten days’ not- 
ice of a special meeting? A.—I would 
like to say since this morning at lun- 
cheon I was thinking over the cir- 
cumstances that led to the passing 
of that by-law of the National Agency, 
and I distinctly remember now that 
at that time it was thought one of 
our competing companies might inter- 
fere in some way in our business by 
geting a shareholder to come in and 
make trouble for the company. There 
had been such transactions take place 
before and we wished to guard against 
it, and I remember conversation in 
connection with that. We wished as 
far as we could to put ourselves in 
the position to prevent tany other 
company from taking what we would 
consider an unfair advantage of the 


_ situation that they might bring to 


pass themselves, and those, what you 
might term rather drastic by-laws 
were put in to cover that contingency. 


Q.—You say you remember now 
some conversation, that that was dis- 
cussed? A.—Yes. 


Q.—Was that suggested to you by 
any one at noon? A.—Yes, I was 
talking to Dr. Millichamp about it. 

Q.—And he remembered something 
that had slipped out of your mind for 
the time being? A.—Yes. 

Q.—And on his suggestion do you 
remember that conversation did take 
place? A.—Yes. 

Q.—Between whom? A.—He and 
I talked it over, and I don’t know 
whether there was any one else or 
not, possibly Mr. Symons also. It 
was a long time ago. 

Q.—You thought that some share- 
holder might be prompted to cause 
trouble in the interest of some other 
company? A.—yYes. 

Q.—And for that reason you would 
pass as strong resolutions as you could 
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in order that you should not be taken 
unawaresP A.—Yes. 

Q.—I suppose you could not think 
of anything to pass that would guard 
you more than the resolution you 
have? A.—We thought that covered 
the case very fully. 

Q.—Did you say that was the only 
reason? A.—Yes, it was. 

Q.—Have you ever had any trouble 
of that kind? A.—No, but we have 
always feared it. / 


MR. TILLEY: These are the by- 
laws of the Union Life, and before 
this is made an exhibit in the natural 
course it would be well to make the 
minutes of the National Agency Com- 
pany an exhibit. They are not copied, 
but we should not keep their original 
books, so that if a blank is left for 
those minutes these by-laws of the 
Union Life can follow after them as 
an exhibit. 

Copy of minutes of National Agency 
Company to be filed as Exhibit 107. 

By-laws of the Union Life marked 
as Exhibit 108. 


MR. TILLEY: I will put in a copy 
of the minutes of the Union Life. Mr. 
Symons asks me to put them in in this 
way: first, the general minutes of 
the Union Life from the general book 
(Marked as Exhibit 109); then the 
minutes of the Board (marked as Ex- 
hibit 110) and then the minutes of 
ai Executive (marked as Exhibit 

iby: 

_ Q.—Are the minutes of the Maritime 
Board included in these minutes? A. 
—They are sent in by the Secretary 
and pasted in the book. 

Q.—How often does the Maritime 
Board sit? A.—I think twice a year. 

Q.—And they are recorded and sent 
up to the Toronto office and pasted 
in your regular minute book? A.— 
Yes. 

Mie LUE eLwill put....in.in 
order to keep them together, the 
statements of assets and _ liabilities 
that appear in the directors’ minute 
hook of the National Agency Com- 
pany. The statement shows the page 
from which it was taken in each case, 
and then sets out the items of assets 
and the items of liability for June 
1st, 1902, December 31st, 1902, August 
81st, 1905, November Ist, 1905, and 
income and expenditure of lst Novem- 
ber, 1905. 

Statements of assets and _ liabilities 
referred to marked as Exhibit 112. 

Q.—You were going to get the cash 
book and give me the payments that 
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were made on account of premium in 
the year 1905, have you that here 
now? 


MR. CARRIE: I will give you the 
dates from the ledger. The answers 
are given by Mr. Carrie until a 
change is indicated. 


Q.—Which ledger are you reading 
from? A.—Union Life, folio 26. 
March 20th, $4,000; April 29th, 
$1,000; May 8rd, $1,500; May 8th, 
$2,000; May 29th, $1,800; June 5th, 
$2,000; June 19th, $2,000; July 10th, 
$2,000; July 31st, $2,000; August 
14th, $2,000; August 28th, $2,000; 
September 18th, $1,000; September 
25th, $2,000; October 2nd, $1,000; 
October 30th, $2,500; November 6th, 
$1,000; November 27th, $3,200; 
November 25th, $107,000. 

Q.—That is $140,000? A.—Yes. 

Q.—Paid by the National Agency 
Company to the Union Life Insur- 
ance Company in 1905? 

The following answers are given 
by Mr. Evans until a change is 
indicated. A.—Yes, on premium 
account. 

Q.—I suppose just in the same way 
that you told me yesterday, and I 
think again this morning, these pay- 
ments of $4,000 and $1,000 and so on 
down through the list until you come 
to the $107,000 would be paid to the 
Union Life Company just as it needed 
the money? A.—Yes. 


Q.—To actually 
Yes. 

Q.—And then the final $107,000 
would be paid then here December 
25th—was it December 25th or Decem- 
ber 3lst? A:—I “could ‘not say; 
should think it would be almost the 
last day of the year. 

Q.—It would be as near to the end 
of the year as you could get? A.—We 
could not make up the account until 
almost the last day. 

Q.—You would be hardly able to tell 
how much you would need until about 
the last day? . A.—No. 


Q.—On December 31st we will say 
this $107,000 was paid; that would be 
paid just as you said yesterday to 
keep your capital unimpaired pur- 
suant to the agreement? A.—Yes. 

Q.—I think you said yesterday that 
was paid to keep it unimpaired—on 
the day before that $107,000 was paid 
in your capital must have been 
impaired, was it not? A.—No, 
because there would be a_ contra 


disburse ? (Avena 
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account at that time for a large pro- 
portion of that. 

Q.—Was that shown in your books? 
A.—There would be $107,000 paid to 
the Union, there would be also a large 
amount paid to the National for com- 
missions, I should think about $80,- 
000. 

Q.—Let us have those items? A.— 
You see we adjusted the accounts 
between the National and Union at 
the end of the year. 

Q.—I understand that we had that 
at the end of 1904? A.—Yes, I want 
it to be made quite clear that that 
$107,000 did not all increase the 
assets of the Union Life at that time. 

Q.—I quite understand that? A.— 
All the commissions account would 
probably be payable at that date. 

Q.—If the state of affairs was as 
you say, that the capital account was 
not impaired on the 29th why the 
rush to get things in shape for the 
3lst, why not let it go over the 31st? 
A.—The capital might be impaired 
partly to the extent of the difference 
between that and the amount which 
the National Agency Company would 
receive as its share of the commis- 
sions. 

Q.—To the extent of the difference 
between what the National Agency 
Company paid the Union Life and 
what the Union Life paid back to the 


National Agency Company there 
might be impairment? ‘A.—There 
might ‘be. 


Q.—It would not be right to say I 
suppose that the capital of the Union 
Life has never been impaired, what 
you mean by that is it has never been 
impaired on the 3lst December in 
each. year? A.—We only take an 
accounting at the end of the year. 


Q.—The moneys were not paid in 
from time to time in order to keep 
the capital right, but that would be 
guarded against on the 3lst Decem- 
ber? A.—Yes. There was nothing 
paid back of that on the first of the 
year, it stood, and gradually may 
have declined at times during the 
year. 

Q.—I quite appreaiate that, that 
this money to the extent to which it 
was paid was not a transaction that 
was checked out again on January 
Ist, 2nd or 3rd of the next year? A. 
—I want to have that clear. 

Q.—I do not want to have it indi- 
cated that I am thinking of that when 
I am asking you these questions; I am 
comparing now December 31st’ with 
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Say a week prior to December 31st 
and I suppose it would not be correct 
to say that a week prior to December 
3lst when you fixed it up the capital 
was not impaired? A.—If we were 
going to take an account in that way 
we would have to adjust our accounts 
every week. 

Q.—There was no liability on the 
National Agency Company except as 
the agreement indicated that has 
already been put in as an exhibit to 
pay this money at all? A.—No. 

Q.—And it was on the basis of that 
agreement that you would call upon 
the company to pay in the money to 
keep the capital unimpaired? <A.— 
Yes. 

Q.—So that before you got in this 
money if you had taken account the 
capital would have been impaired— 
you would have got in the money to 
square up the account? A.—Yes, 


QO lt you had taken account with- 
out taking any precaution to get the 
accounts right first your capital would 
have been impaired? A.—I suppose 
so, yes; I never heard of a company 
taking account every day, and that 
is the way it would have to be in order 
to bear out your contention. 


Mr. Carrie answers the following 
questions until a change is indicated. 

MR. TILLEY: Q.—What bank 
books have you? A.—The National 
Agency and the Union Life. 


Q.—Just tell me what transactions 
took place between the two companies 
at the end of December, 1905, and 
give me the dates on which they took 
place? A.—On December 30th, 1905, 
the National Agency Company paid 
ere Union Life a cheque for $107,- 

Q.—That is a cheque was issued on 
the National Agency Company’s ac- 
count for $107,000? A.—Yes. 


Q.—And passed to the credit of the ° 
Union Life? A.—Yes, received and 
deposited in the Union Life on De- 
cember 30th, and the deposit is there 
shown. 

Q.—Both entries appear in the bank 
books of each company? A.—That is 
right. The Union Life gave a cheque 
to the National Agency for $101,- 
645.20. 

Q.—Does that cheque appear in both 
bank books? A.—Yes, it appears on 
the credit side of the National Agency 
Book, and on the debit side of the 
Union Life it appears in two amounts. 
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Q.—The first amount being? A.— 
$84,645.20, and $17,000, making a 
total of $101,645.20. 

MR. EVANS: There would be no 
impairment because the difference 
would be only $5,000 and the surplus 
was $12,000 over and above the $100,- 
000 of capital. 

Q.—That may be so as to 1905, but 
that was not so as to 1904. 

MR. CARRIE: It would be the same 
for each year, practically the same 
thing. There was just a cheque, one 
to cross the other. 


Mr. Carrie refers to bank book for 
the end of 1904, and says the differ- 
ence between the cheque issued by the 
National Agency Company to the 
Union Life and the cheque issued back 
by the Union Life to the National 
Agency was about $15,000. 


Q:——MR, #“FILLEY: So ‘that the 
cheque issued to the insurance com- 
pany exceeded the cheque issued by 
it by about $15,000? A.—(Mr. Car- 
rie). Ly es: 

Q.—That would show an impair- 
ment of capital before it was done? 

The questions are answered by Mr. 
Evans until a change is indicated. 


A.—The difference between that and 
the surplus. 

Q.—The surplus being only $4,609 
at the end of that year and the extra 
amount paid in being $15,000, that 
would show that before that payment 
in the capital was impaired to that 
extent? A.—Yes; it may be for that 
day only or a week. 

Q.—Yes, for a short time preceding 
the end of the year at which time care 
was taken to see that that was made 
right? A.—yYes. 

Q.—I was going to ask you about 
your annual return for 1905? A.—I 
would like to make it clear that that 
did not affect the reserve in any way, 
that was a clear surplus over and 
above reserve, and simply was an im- 
pairment of the capital, not of the 
reserve in any way, shape or form. 

Q.—What you say is P A.—That 
that $11,000 or whatever the amount 
would be, the reserve was not impaired 
in any way by that, it was a clear sur- 
plus over and above the reserve that 
would be reduced less than the $100,- 
000. 

Q.—But that cheque issued by the 
Life Company to the Agency Company 
was partly for securities? A.—Yes. 

Q.—So that even in the way you 
have taken that account at any rate 
for the end of 1904 would not be quite 
correct because the insurance company 
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did get from the Agency Company 
certain securities for that cheque? A. 
—Yes. 

Q.—So that you could not deduct 
the whole of that cheque from that 
payment made by the Agency Company 
to the Life Company, could you? 

MR. McLAUGHLIN: Let Mr. 
Carrie make the adjustment again; 
the adjustment will show it is prac- 
tically right. 

MR. TILLEY: Taking up this in 
the meantime; this is the annual state- 
ment you sent in to the government 
at the end of 1905, exhibit 51? A.— 
Yes. 

Q.—At the end of 1905 you show in 
the assets of the Union Life Company 
some stocks and debentures of differ- 
ent companies, leaving out the muni- 
cipal debentures, the first debentures 
that you show are Dominion Perma- 
nent Loan Company, amounting to 
$5,100? A.—yYes sir. 

Q.—At the end of the preceding 
year, that is 1904, you had Dominion 
Permanent Loan Company debentures 
of $1,000? A.—Yes. . . 

Q.—And at the end of 1905 you had 
$22,958 of shares of Dominion Perma- 
nent Loan Company stock? A.—That 
much par value. 

Q.—Which is carried through at a 
ledger value of $20,602.20? A.—Yes. 

Q.—The market value being given 
as the same? A.—Yes. 

Q.—The preceding year 1904 you had 
had $8,958 of Dominion Permanent 
Loan Company stock? A.—Yes, 

Q.—The ledger value being the same 
as the market value? A.—Yes. 

Q.—That means that during the year 
1905 you got the difference between 
$8,958 and $22,958 of that stock? A. 
= 1S. 

Q.—You got that from the National 
Agency Company? A.—Yes. 

Q.—And you got it on the 3lst De- 
cember? A.—Yes, or about then. 


Q.—That would be paid for I sup- 
pose by the cheque that you have re- 
ferred to of $101,000 odd? A.—Yes. 


Q.—So that included in that $101,- 
000 cheque would be the price of a 
lot of stocks and bonds that you got 
from the Agency Company? A.—Yes. 

Q.—Then that would simply increase 
the impairment of the capital, pre- 
ceding December 31st, because you re- 
member you took $106,000 as paid in 
by the Agency Company on December 
3lst, to the insurance company, but 
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you deducted from that a cheque for 
$101,000, you remember that? A.— 
Yes. 

Q.—But that $101,000 was in pay- 
ment of stocks and shares which were 
transferred? A.—Yes. 


Q.—There would be a substantial 
impairment before December 30th? A. 
-—No, because those shares would go 
into the assets of the company. 

Q.—Yes; what yuu said was, the 
$107,000 which the Agency Company 
paid to the Life Company could not 
be spoken of as all an increase in as- 
sets of the Life Company at that date, 
because you were giving a cheque for 
$101,000 to the Agency Company on 
the same date, and I understand you 
to say that was in payment of ‘com- 
missions earned by the Agency Com- 
pany? A.—Yes, partly. 

Q.—But substantially it would be for 
these very securities? A.—Yes. 

Q.—And you would get securities 
back from it on that payment? A.— 
Mr. Carrie could explain that better 
than I could. 

Q.—Do you see my point? A.—Not 
very clearly. 

Q.—I would like you to see it first; 
we were discussing whether prior to 
December 31st when the Insurance 
Company received $107,000 from the 
Agency Company that cheque was 
given, I understood you to say the other 
day, to prevent the capital being im- 
paired P A.—Yes, to maintain the 
surplus. | 

Q.—A straight payment of premium 
to maintain the surplus? A.—Yes. 

Q.—The whole of that cheque was so 
much profit to the life company, was 
it not at the time it was received, very 
much an increase of its assets? A.— 
Yes. 

Q.—Prior to the receipt of that 


cheque from the Agency Company its. 


‘assets would be just that much less, 
would they not— 


MR. McLAUGHLN: They did not 
owe the Agency Company the cheque 
for commission according to the terms 
of the contract except in so far as it 
would not impair the capital. 


MR. TILLEY: Let Mr. Carrie fig- 
ure it out. I want to know to what 
extent on December 3lst in the year 
1905 and also in 1904 there must have 
been, before payment made on that 
date by the Agency Company to the 
’ Life Company, an impairment of cap- 
ital, or even more than an impairment 
of capital, probably an impairment of 
the reserve. 
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MR. CARRIE: You cannot show 
that unless there is a careful examin- 
ation of either company made; you 
cannot prove that by merely taking 
a hurried glance at the bank book or 
cheque. 

Q.—Take your time to think over 
it? A.—(Mr. Carrie). All right. 

The following answers are given by 
Mr. Evans until a change is indicated. 


Q.—The Dominion Permanent stock 
that was carried into thé assets of the 
Union Life Company at the end of 
1904 was carried in at par? A.—Yes. 


Q.—And the stock that was bought 
during 1905 was carried in at less than 
par? “A.=-Yes. 

‘Q.—About what rateP A.—It was 
brought in at such a rate as to bring 
the whole holding of the Union Life to 
about 90, I think. 


Q.—Tell me what Dominion Perma- 
nent stock at the end of last year was 
worth? A.—TI could not say definitely 
any more than that it is not listed, 
and we recorded it as worth par, but 
we thought it well to put the assets 
at a very conservative valuation and 
to put it in at that price. 


Op—Viou hold $22-958 sof 15.59% A 
Yes. 

Q.—That is of Dominion Permanent 
stock; you also hold some of it, do 
you, on behalf of the Agency Com- 
pany in addition to this? A.—yYes, I 
think so. 

Q.—How muchP A.—I could not 
tell you just now. Mr. Carrie says 
about $1,950. 

Q.—Has the Union Life any more 
Dominion Permanent stock since the 
beginning of this year? A.—No. 

Q.—What do you say as to the value 
of Dominion Permanent stock at the 
end of 1905? A.—TI should say it would 
be worth par. 

Q.—That is to say on the market; 
could you realize that for it? A.— 
It is not a listed stock. 

Q.—It is quoted, you know that? 
A.—No, it is not quoted. 


Q.—I am not talking of on the 
Toronto Stock Exchange, but it is a 


_ stock you see quotations in the paper, 


on the standard exchange? A.—I do 
not think that is generally made a 
basis of valuation, the Standard Stock 
Exchange quotations. 

Q.—Can you say what the stock will 
bring on the market if you want to 
sell it? A.—I don’t think any one 
would sell it in that way, they would 
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sell it privately, and they would real- 
ize par if they did. . 

Q.—Could you sell that stock at 
par? A.—TI should think so, yes. 

Q.—Have you ever tried? A.—No. 

Q.—You have had no sales? A.—No. 

Q.—Have you had any purchases? 
A.—Have we made purchases? 

Q.—Yes? A.—Only so far as they 
are shown by the accounts. 

Q.—These accounts produced from 
the National Agency? A.—We have 
not purchased from any one else. 

Q.—Look at it from the National 
Agency standpoint, has it purchased 
the stock? A.—Yes. 

Q.—Has been purchasing it gradu- 
ally for some time? A.—Yes. 

Q.—Paying cash for itP A.—wNo, 
would take it in exchange for stock. 

Q.—What stock? A.—National 
Agency stock, or debentures. 

Q.—Which was used by you to ac- 
quire this Dominion Permanent stock, 
debentures or stock? A.—Both, some 
one and some another. 

Q.—Tell me just what that trans- 
action means, the exchange? A.—A 
person would buy a certain number of 
our debentures and they would pay 
for ‘them by transferring to us so 
much Dominion Permanent stock or 
such other stocks as we might agree 
to accept. 

Q.—You were issuing your deben- 
tures, as I understand it, in payment 
of Dominion Permanent stock and 
some other stocks? A.—Yes. 

Q.—On such terms as you could ar- 
range? A.—No, we never took any 
less than par. - 

Q.—What did you allow for the 
others? A,.—Par. 

Q.—It was an exchange of your de- 
bentures at par for Dominion Perma- 
nent at par? A.—Yes. 

Q.—Tell me who carried through 
those transactions for you? A.—Most- 
ly altogether the agents in the field, 
that is our stock agents, the brokers. 

Q.—Give me the names of all the 
agents in the field? A.—Mr. G. W. 
McAllister of Galt; Dr. Hughes of 
Galt; and I think Mr. S. Gregory of 
London; those are the only ones so 
far as I can remember now. 


Q.—Has any person in Toronto been 
attempting to get Dominion Perma- 
nent stock for your company, either 
company? A.—Not that I know of. 

Q.—Or Colonial Investment stock? 
A.—No, not that I know of. 

Q.—I understand you to say that 
Dr Hughes and these other two part- 
ies are the only ones that have been 


6 EDWARD VII., A. 1906 


Union Life Insurance Co. 
(H. Pollman Evans, ex’d) 
(W. H. Carrie, ex’d) 


doing this exchanging of stocks for 
debentures? A.—Yes. 

Q.—And all the exchange has been 
made through them? A.—Yes. 


Q.—Have any stocks of the Domin- 
ion Permanent been acquired by the 
National Agency except by exchange 
in that way? A.—I would not make 
a positive statement, but not that I 
remember of at this moment. 


Q.—Who could tell us of that? A. 
—Mr. Carrie could say that. 

Mr. Carrie answers the questions un- 
til a change is indicated. 

A.—I have no recollection of any 
stocks coming in other than by ex- 
change. 

Q.—No recollection of any stocks 
of the Dominion Permanent Company 
or the Colonial Investment Company ? 
A.—Of either company. 

Q.—Or the Trusts & Guarantee 
Company, or Reliance Company, or the 
Standard Loan Company, or the Sun 
& Hastings? A.—None of those com- 
panies. 

Q.—Except by exchanging those de- 
bentures for them? A.—Except by 
exchanging our debentures for stock. 

The questions are answered by Mr. 
Evans until a change is indicated. 

Q.—You would give your debentures 
at parP <A.—yYes. 

Q.—For the stocks or debentures of 
these companies at par? A.—Yes. 

Q.—And so far as you know no 
transaction has ever been put through 
by way of a cash payment for any of 
these debentures or stocks? A.—No, 
not that I know of. 

Q.—Why were you exchanging your 
debentures for these stocks, what in- 
terest did your debentures carry? A. 
—Five per cent. 

Q.—That is why you were exchang- 
ing them? A.—Because they would 
form securities that were acceptable 
to the Dominion Insurance Depart- 
ment for reserve purposes, and our 
debentures were not. 

Q.—That was a means adopted by 
you of acquiring securities which the 
Insurance Department: at Ottawa 
would accept? A.—Yes. 

Q.—The Loan Company shares and 
debentures being within the invest- 
ment powers of the insurance com- 
panies under the Act? A.—Yes. 

Q.—You have not had_any cash 
transactions in Dominion Permanent 
stockP A.—No. 

At have never sold any? A.— 

0. 
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Q.—You do not know of any person 
that has bought anyP A.—No. 

Q.—And you do not know of any 
person that has sold? A.—No, I do 
not. 

Q.—You have no knowledge of the 
cash value or the price that could be 
realized on the market for them? A. 
—No, they mostly pay 6 per cent. and 
we considered them well worth par. 

Q.—You considered them worth your 
debentures? A.—We considered them 
worth par. 

Q.—You never paid par? A.—AI- 
ways paid par. 

Q.—You never paid par in cash? A. 
—No. 

Q.—You exchanged your debentures 
for the stock? A.—Yes. 

Q.—And all you can say is you re- 
garded the stock as being worth as 
much as your debentures? A.—Yes. 

Q.—That is what that transaction 
involves? A.—Yes. 

Q.—Did you succeed or endeavor to 
transfer your stock for some of these 
stocks? A.—You mean— 


Q.—National Agency Stock for Do- 
minion Permanent stock? A.—yYes. 


Q.—If you could transfer stock would 
you do that in preference to the de- 
bentures or transfer debentures in 
preference to stock? A.—I think we 
would transfer the stock probably in 
preference. 

Q.—Why? A.—I don’t know, it was 
not a liability that would have to be 
paid out in future, it was a permanent 
charge. 


Q.—It would be a permanent matter 
when you would make that sort of 
transactions ? A.—Yes, debentures 
would have to be paid off later. 


Q.—You would not have to meet de- 
bentures if you used the stock? A.— 
No. 

Q.—The stock bears interest at ten 
per cent., and the debentures bear 
interest at five per cent.? A.—Yes. 


Q.—Are you quite positive that no 
broker in Toronto has been carrying 
through these transactions for youP 
A.—Yes, so far as I know. 


Q.—No stock-broker or canvassing 
agent of any kind in Toronto? A.— 
No, not that I know of. There may 
have been one or two transactions. I 
have no recollection of them, and I 
don’t know that they took place. 

Q.—I suppose it was at the time 
you decided to make these exchanges 
so far as possible that Dr. Hughes was 
employed permanently? A.—I think 
we have always taken them. 
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Q.—Since the company was organ- 
izedP A.—Yes. 

Q.—But you have done it consider- 
ably more of late I notice than you did 
a the earlier years? A.—Yes possib- 
y- 

Q.—You have now a substantial 
amount in these different companies? 
A.—Yes. 

Q.—Could you say that the Domin- 
ion Permanent Loan Company stock 
that you hold or held at the end of 
1904 would have realized more than 
$80 per share if you wanted to sell it? 
AA.—I should think we could have real- 
ized par for it if we had sold it. We 
did not buy it for the purpose of sell- 
ing it. We bought it for an invest- 
ment. 

Q.—I am not asking you that. I 
am getting at what those securities 
were worth at the end of 1905. I 
want to know whether you think you 
could sell it at anything over $80 per 
share or $85 per share at the end of 
1905? <A.—I couldn’t say at to that. 

Q.—Is there any person in your 
company that would know more about 
that than you? A.—TI shouldn’t think 
so. 

Q.—So that you cannot say what 
could be realized if you had to realize 
on that security? A.—No I couldn’t 
say. 

Q.—Then in 1905 you held $41,640 
of Colonial Investment and Loan Com- 
pany stock? A.—Yes. 

Q.—And at the end of the previous 
year you held $29,640? A.—Yes. 

Q.—So that you had acquired during 
the year? A.—The difference. 

Q.—Some $11,000 of Colonial Invest- 
ment stock? A.—Yes. 

Q.—That would be $12,000 accord- 
ing to these two statements, but in 
your return in answer to our questions 
I see you have $11,000? A.—Probab- 
ly a typographical error. 

.—In either case, 11 or 12 thous- 
and dollars of the Colonial Invest- 
ment stock? A.—I think it is 12 ac- 
cording to this return. 

Q.—Do you know what that stock 
would realize if you tried to sell it? 
A.—I should say it would be about 
the same class as the Dominion Per- 
manent. 

Q.—Do you think you could sell it 
at par? A.—TI don’t suppose you could 
sell it on the Standard Stock Exchange 
for par. I have seen it quoted at less 
than par. 

Q.—What is it quoted at there? A. 
—I think about 80 or 85, — 
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Q.—Have you ever seen it at 85? 
A.—I don’t remember. I have often 
glanced down but never particularly 
noticed the valuation that was put on 
them there. We don’t take it very 
seriously because I don’t think people 
are effecting transfers of stock of that 
kind through the Standard Stock Ex- 
change. 

Q.—Would you pay in cash over $85 
for it? A.—We never did because we 
never had occasion to. 

Q.—Would you? A.—Not if we 
could buy it for less. 

Q.—If a person came to sell you 
Colonial Investment stock would you 
pay him $85 for it? A.—We certain- 
ly would if we were looking for an in- 
vestment of that kind. 

Q.—I am asking you whether you 
would pay him 85 if you had the 
cash? A.—Yes, I certainly would. 

Q.—But you think you would not 
have the cash, possibly? A.—We 
would not make an investment of that 
kind, for cash, when we could get it 
through transfers. 

Q.—Can you sell your debentures 
at par? A.—Yes, we have sold ahout 
$150,000 of them at par. 


Q.—Then these transactions that 
are mentioned here would be included 
in your sales at par? A.—Yes. 


Q.—Why would it not do to sell 
your debentures at par and buy this 
Colonial Investment Company stock 
at par; that would be the same trans- 
action as making an_ exchange, 
wouldn’t it? A.—Yes, but if a man 
didn’t have the cash he might have 
the stock. 


Q.—Was not this looked upon as a 
good scheme to enable a man to trans- 
fer the stock of one company and get 
the debentures of your company with- 
out having to market either one of 
them and thereby ascertain what they 
were worth? A.—I would not say 
that there was any scheme about it. 
It appealed to him as a good transac- 
tion and appealed to us as equaily so. 

Q.—I suppose you got the list cf 
the Colonial Investment Company 
shareholders to start with? A.—No, 
we did not. : 

Q.—How did you get the names of 
the parties? A.—Our men canvassing 
throughout the country ran across it 
in the course of their work. 

Q.—Do you say your agents did not 
start out with the information as to 
who the shareholders were with whom 
they were going to try to exchange 
debentures? A.—I most positively 
say so. We never furnished them 


6 EDWARD VII., A. 1906 


Union Life Insurance Co. 
(H. Pollman Evans, ex’d) 
(W. H. Carrie, ex’d) 


with the name of a single shareholder 
of any of those companies. I am pos- 
itive of that. 


_ Q.—At what price have you taken 
in the Colonial Investment Company 
stock? A.—At par. 

Q.—This last year, 1905, at what 
price have you taken it in, in your 
annual statement? A.—Oh, yes, at 
90. 

_ Q.—A little more than 90, wasn’t 
it? A.—I think it was about 90. You 
can figure it. 


Q.—Yes, I think that is about 
right. What did you pay to the Na- 
tional Agency Company for the last 
amount that you got in the year 
1905? A.—We adjusted the price so 
that it would bring the whole hold- 
ings of the Union Life in the Colonial 
to 90. 

Q.—Do I understand you to say 
that when you were taking over this 
stock from the National Agency Com- 
pany at the end of 1905 that you 
were not then regarding what was the 
market price of that particular stock 
that you were buying, but you were 
having regard to the general price of 
what you had bought before as well 
as what you were getting then? A.— 
Yes, so as to bring the whole holding 
on the basis of 90. . 

Q.—Was 90 what you thought a fair 
price? A.—Well, we thought it would 
be very conservative and would scale 
our assets down to a good hardpan 
basis. 

Q.—Would you care to say you 
could realize 90 for any portion of 
that Colonial Investment stock? A.— 
I should think so; it is a large and 
strong company. 

Q.—But you have never tried it? 

.—No. 

Q.—And you say in making your 
purchases in 1905 you were evening 
up the price of all your stock as be- 
tween the Insurance Company and 
the Agency Company? A.—Yes. 

Q.—That seems a rather odd trans- 
action; if the Insurance Company 
had bought some _ stock from the 
Agency Company in years before, why 
should the price be evened up? A.— 
We wished to bring it all to a basis 
of 90. 

Q.—Why did you do it in that way? 
If the Insurance Company had bought 
from the Agency Company, that tran- 
saction would be closed would it not? 
A.— Yes. 
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Company make an allowance with re- 
gard to it? A.—By mutual agree- 
ment. 

Q.—By virtue of the relationship 
between the two companies? A.—Yes. 

Q.—It is not very material between 
the two companies what you charge 
for that stock, I suppose? A.—It is 
material to the National Agency 
Company as the chief stockholder in 
the Union Life that the Union Life’s 
statement should be of the best pos- 
sible character, and on that ground 
the agreement no doubt was made. 

Q.—But as a matter of dollars and 
cents to either company it did not 
make any difference whether you took 
it in at 85 or 90? <A.—Well, I 
wouldn’t say that. 

Q.—The only thing that would 
enter it would be the individual hold- 
ings of your Directors, which the 
Agency Company had paid for? A.— 
I don’t see how that would affect it 
one way or the other. 

Q.—That would not have much ef- 
fect, that is true. So that just in 
that way you say that you fixed a 
price at any rate that evened up the 
whole of the stock to 90? A.—yYes. 

Q.—And you were having regard to 
that when you were fixing the price? 
A.—Yes. 

Q.—I suppose the way the transac- 
tion would go through would be some- 
thing like this: we will take over 
some of your Colonial Investment 
Company and we will put in all we 
have got and what we get now at 90 
and then you would figure up what 
cash would have to be paid by the 
company on the 3lst December on 
that basis, that would be shortly the 
way of arriving at it? A.—We ar- 
rived at it so that we would bring it 
all into the books at 90. 

Q.—Then Quebec Light and Power 
Company bonds, were those the bonds 
you received from Mr. Webb? A.— 
Yes. 

Q.—tThey are still carried at par? 
A.—Yes, and they are worth more 
than par. 

Q.—The Electrical Development 
Company bonds, $1,000. You carried 
those at $900: you are taking those 
at 90? <A.—yYes. 

Q.—Was any bonus stock received 
with them? A.—No, none. 

Q.—From whom were they  ob- 
tained? A.—From the National 
Agency Company. 

Q.—At what date? A.—I should 
think about a year ago. It was in the 
Union Life’s statement of December 


Union Life Insurance Co. 
(H. Pollman Evans, ex’d) 
(W. H. Carrie, ex’d) 


3lst, 1904, so it must have been 
brought in some time during 1904. 
Have you the date, Mr. Carrie? 

MR. CARRIE: December 31st. 

MR. EVANS: Right at the end of 
the year, Mr. Tilley, 1904. 

Q.—That is when it came into the 
Union Life’s statement? A.—Yes. 

Q.—How long had the National 
Agency Company held it? A.—Most 
likely got it some time during that 
year. 

Q.—And there was no bonus stock 
received on those bonds by either 
company? A.—wNo, none. 

Q.—wNor by any officer of either com- 
pany? A.—Nor by any officer. 

Q.—Then the People’s Building and 
Loan Company’s stock, I see that you 
took that at par? A.—Yes. 

Q.—In 1904, and in 1905 you have 
increased that to $1,800? A.—Yes. 

Q.—And you have put the value at 
$1,710P A.—Yes, that would appear 
to be 95. 

Q.—That is 1905? A.—The value 
would appear to be 95 on that. 

Q.—I suppose you got that stock 
just in the same way? A.—Yes. 

Q.—Exchanging at par? A.—Yes. 

Q.—Then you did not have a very 
clear idea of values when you would 
exchange your debentures for stock 
that was worth 90 or 95 either indis- 
criminately? A.—Well values change. 


Q.—Those two values were fixed both 
at the end of 1905 were they not? 
A.—Yes. 

Q.—And you were getting them both 
as rapidly as you could at the end of 
1905? A.—Yes. 


Q.—And I suppose you would take 
either, there was no preference about 
it—or probably you would have a pre- 
ference, but still you would exchange 
your debentures for either of them? 
A.—We would have regard of course 
to the financial condition of each of 
the companies. 

Q.—But you were taking each of 
those stocks in exchange for your own 
debentures at par? A.—Yes. 


Q.—And the same thing would ap- 
ply to the Dominion Permanent Stock 
which you were taking in at what 
price did you say? A.—Par. You 
mean into the Union Life? 


Oesvesa cAi-—Yes, -paryeNo,.90n) 
should say. 

Q.—And the Colonial Investment 90, 
and the Peoples Building at 95? A.— 
Yes. 
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Q.—Then take the Canadian Savings 
and Loan stock, were you getting that 
by way of exchange just in the same 
wayP A.—Just the same. 


Q.—You had none of that in 1904, 
you got it during the year? A.—No, 
there are 1,500 here in 1904. 


Q.—And then you got 1,100 more? 
A.—Apparently. 

Q.—Making 2,600? A.—yYes. 

Q.—In the 1905 statement you carry 
that at what price? A.—Par. 

Q.—You regarded that as a better 
stock than the others? A.—Its posi- 
tion seemed to be better, yes. 

Q.—So you put that at par? A.— 
It pays 7 per cent dividend that stock, 
that is the Canadian Savings. 

Q.—You regarded it as something 
better to get than the Dominion Per- 
manent? A.—Yes. 

Q.—Or the Colonial Investment 
stockP A.—Yes. 

Q.—But you were exchanging your 
debentures for either of them? A.— 
Yes. 

Q.—At the same price? A.—Yes. 

Q.—Trust and Guarantee stock $19,- 
800? A.—yYes. 

Q.—Carried into the statement at 
what price, 1905? A.—Par. 

Q.—What is that worth? A.—Par. 

Q.—What i is it worth on the market? 
A.—Well it depends on what you 
call the market. It is not a listed 
stock. 

Q.—Do you know of any sales that 
lave been made of it? A.—No I’ 
don’t. 

Q.—Do you know whether it could 
be sold? A.—I do not. 

Q.-—Is it fully paid stock? A.—TI 
think most of it is, yes. I understand 
they have two issues, some at 20 per 
cent paid up and some fully paid. 

Q.—Which is this? A.—I think this 
is all fully paid. Mr. Carrie will make 
a memorandum as to that. 

Q.—Perhaps he can tell us now? 


MR. CARRIE: There is a balance 
due—there is 368 shares—a balance 
due of $2,900 on them. They are $50 
a share, the Trusts and Guarantee, 
and there is a balance on some shares 
of $2,900. All the rest is fully paid. 

MR. EVANS: (Continuing.) $2,900 
is still subject to call over and above 
this $19,800. 

Q.—Is there any liability on the 
other stocks that you have mentioned 
or are they all paid up? A.—TI think 
they are all paid up. 

Q.—Can you give me any further 
light on the value of Trusts and Guar- 
antee stock on the market, I mean to 
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say if you wanted to sell it or had to 
sell itP A.—No TI could not. It pays 
6 per cent dividend and I think is gen- 
erally favourably regarded. 

Q.—Well of course your stock pays 
10 per cent. if you are going to meas- 
ure it by the dividend? A.—AIl stocks 
cannot be measured by the the divi- 
dend. 

Q.—Still you are putting that for- 
ward so much that I thought it was 
probably the dividend that was the 
controlling factor with you? A.—No. 
I merely made the statement. 

Q.—It pays 6 per cent. and yours 
pays 10. 

MR. McLAUGHLIN: The National 
Agency stock was sold at a premium 
wasn’t it?’ A.—yYes, sold at 125. 

MR. TILLEY: Sold at 150? A— 
Yes. 

Q.—And now being exchanged for 
Trusts and Guarantee stock at par? 
A.—Yes. 

Q.—And still paying the same divi- 
dend? A.—7 per cent. 

Q.—Paying 10 per cent., you have 
not started the 7 have you? A.—Oh 
yes. . 
Q.—I thought the 7 was just a reso- 
lution passed to come into effect later ? 
A.—No, the last dividend was 7. 

Q.—But that change was not by rea- 
son of any alteration in the intrinsic 
value of the stock itself, but because 
the Commission was going to hold ses- 
sions? A.—Yes. 

Q.—Then the Reliance Loan Com- 
pany stock $10,000. That is taken 
in I see at 90? A.—Yes. 

Q.—And ‘in the previous year it was 
taken in at par? A.—Yes, that was 
treated the same way as the Dominion 
Permanent and the Colonial. 

Q.—Do you know what that is 
worth? A.—I should not put it in the 
same class as the other loan com- 
panies. 

Q.—That is with the Dominion Per- 
manent? A,—Yes. 

Q.—What interest does it pay? A. 
—6 per cent. I think. 

Q.—So that you put it in at 90 for 
that reason? A.—I put it in at 90 
because we thought it was worth 90. 

Q.—You don’t know what it would 
sell for of course? A.—No. 

Q.—It is needless to ask you; you 
would not venture an opinion as to 
what any of these stocks would sell 
for? A.—No I couldn’t say. 

Q.—Then Standard Loan = stock 
$2,500 taken in at $2,250? A.—The 
same price, 90. 


INSURANCE. 


SESSIONAL PAPER No. 66 
23rd day, May 9th, 1906. 


Q.—I suppose there is nothing you 
can say about that.that differs from 
the other stocks? A.—No, they are 
all in the same class. 

Q.—Sun and Hastings, $3,100 taken 
in at $2,945? A.—That is 95. ~ 

Q.—You regarded it as a little bet- 
ter. Does it pay a different rate of 
interest or what is the particular 
value of that stock? A.—I think it 
had a little more surplus, if I remem- 
ber rightly, in proportion to its lia- 
bilities. 

Q.—Not at all because of any market 
value that you know of being better 
for one stock than the other? A.— 
No, because none of them are listed. 

Q.—Now all those securities were 
taken in at the end of 1904 at par? 
A.—Yes. 

Q.—In 1905 some were taken in at 
90, some at 95 and others at 100. Now 
what made the difference between 1904 
and 1905? A.—Because we wished to 
make a very strict valuation of our 
assets last year and we did so. 

Q.—You were getting more guarded 
about valuations? A.—We wished to 
make a strict valuation. 

Q.—That is on a very conservative 
basis you mean? A:;—Yes, 

Q.—You wanted to be below the 
valuation rather than above it if there 
was any doubt about it? A.—That was 
the conclusion we came to. 

Q.—For that reason did you make 
any inquiry as to what you would be 
able to sell these stocks for if you tried 
to sell them? A.—No, we had no de- 
sire to sell them. 

Q.—I am not asking you about your 
desire. 
explanation, if we had we would have 
done so. 

Q.—But you were trying to put a 
very conservative valuation you say? 
A.—Yes. 

Q.—This is a list of stocks that 
might be hard to realize the prices 
that you have put opposite them, 
wouldn’t it? A.—I couldn’t answer 
that. We have never tried to sell 
them. 

Q.—And you are the one in your 
company that knows the most about 
the values of these securities? A.—I 
should say so. 

Q.—Now how do the premiums re- 
ceived by your company in this in- 
dustrial business compare with the or- 
dinary premiums on insurance? A.— 
It is very hard to make an exact state- 
ment as to that, because the class of 
business, the class of policy issued is 
not the same, but they are very consi- 
derably higher. 


A.—I was making that as an - 
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Q.—Cannot you give me any idea 
at allP A.—I should say they would 
be probably 60 or 70 per cent. higher. 

Q.—I notice in the minutes of the 
Maritime Board meeting the state- 
ment that they were about 90 per cent. 
higher than the ordinary premiums? 
A.—That might be also correct. It 
would depend on the ages and class of 
policy considered. 

Q.—I see what you mean, that some 
classes of policy would be a good deal 
higher and others not quite so much 
difference between them and the ordin- 
ary policies? A.—Yes. 

Q.—So it would depend on how many 
policies were being issued of a parti- 
cular class? A.—Yes. 

Q.—But there are some classes of 
policies where it would exceed even 90 
per cent. advance? A.—I don’t think 
it would go over 90. 

Q.—90 per cent. would be about the 
limit and probably would cover the 
majority of cases? A.—I should say 
so, 

Q.—And then they might run from 
90 down to 80 or 75? A.—Yes. 


Q.—That is caused I suppose by 
the expense of collection is it to a 
ereat extent? A.—It is attributed to 
several causes, first the increase in the 
expense of collection; secondly, the 
very large increase in the cost of con- 
ducting the business; and third, a very 
noticably larger mortality on the in- 
dustrial business than in the general. 
Those three causes would generally ac- 
count for the difference. 


Q.—The premiums are collected 
weekly? A.—Yes. 

Q.—And in some cases are very 
small amounts? A.—Yes. 

Q.—What is the smallest?» A.—3 


cents a week. 
Q.—And that would be collected by 
personal callP A.—Yes. 


Q.—Have any complaints ever 
been made to you by other compenies 
since the Union Life was formed, that 
this method of carrying on the busi- 
ness, or your method of carrying on 
the business runs up to the expense 
without much corresponding advant- 
age? A.—Would you repeat that 
again please? 

Q.—Has any representation ever 
been made to you since the Union 
Life was formed or before that, even 
in the days of the North American, 
that this method of insurance runs up 
the expense very high? A.—I don’t 
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remember ever having had any com- 
plaints of that kind made. 

Q.—And drives other companies to 
run up their expenses? A.—No, I 
never heard that complaint made 
against industrial insurance. 


Q.—Agents are paid very liberally 
with your method of insurance? A. 
—They don’t think so. 

Q.—I think I noticed in one of your 
circulars that some exceptionally good 
agent had collected 47 cents  insur- 
ance premiums on the first day of his 
business? A.—Will you repeat that 
again please? 

Q.—I thought I read in some of 
your literature that an. exceptionally 
good agent had written up 47 cents 
of insurance on the first day he had 
started in business. That would be 
good business would it not? A.—TIf 
he did he was a good agent. A new 
agent. 

- Q.—I don’t know that we have the 
amount right. A.—That will do for 
the purpose of comparison. 


Q.—What might his commission be 
on that? A.—If that business per- 
sisted and did not lapse he would get 
about $6. 

Sa gross do you .mean or a 
week? A.—$6, an initial payment. 
And he would get 15 per cent. of that 
each week for collecting it. 


Q.—Then if an agent brings in to 
you an application for such insurance, 
the minute he brings it in he gets $6 
does he in cashP A.—No, the appli- 
cations are sent in and policies issued 
and one week following the issue of 
the policy, the special salary as we call 
it is paid to the agent and that is 
paid once and he is supposed to main- 
tain that policy in force as long as he 
remains with the company. If it 
lapses he has to replace that with 40 
cents more premiums to make it good 

Q.—So that a running account 
would be kept with such an agent? 


AT SY ese 


Q.—And his account would he cred- 
ited with what he had earned hut pro- 
hably debited later on if some of it 
lapsed? A.—yYes. In other words— 

Q.—You pav according to his weekly 
debit? A.—Yes, we pay technically 
on the increase of the debit. 

CAYO pay clue cent. On athe 
increase of the debit each week? A. 
7 8) 

().—And you say no charge has ever 
heen made that your efforts to secure 
business have heen increasing the cost 
or expense of insurance in the regular 
companies? A.—I don’t see how it 
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could possibly do so. I never heard 
of such a contention being made. 

Q.—Neither to the Union Life or 
the North American in respect of its 
industrial business? A.—No, I never 
heard of the matter ever being men- 
tioned in connection with industrial 
insurance in that way. 

MR. KENT: Did you engage any of 
the canvassers who were canvassing 
for other companies at the time the 
Union Life was formed? A.—Would 
you repeat that again please? 


Q.—Have you ever engaged any can- 
vasser who up to that time was 
engaged in canvassing for another com- 
pany? A.—QOh yes. 

Q.—Was that engagement made at 
an increased remuneration? A.— 
Well I should not say so generally. A 
difficulty comes in here, an agent work- 
ing for another company gets what 
we call below claiming, that it he has 
more lapses than new business, conse- 
quently he is in the position that the 
other company will not be paying him 
special salary. He may leave them 
and come to us and start clear, or 
the operation may be reversed, go 
from our company to another com- 
pany. 

Q.—Then_ canvassers from other 
companies have left those companies 
and come to the Union Life to your 
knowledge? A.—Yes. 

Q.—In order to better their circum- 
stances, their commission? A.—Yes. 
There are frequent changes by agents, 
of that sort. 

Q.—That is why the complaints, if 
such have been made, would come from 
other companies, that you had been 
—I won’t say stealing their agents— 
but that agents had transferred their 
allegiance to your company? A.—Yes, 
but we have a great many more com- 
plaints to make of that kind than I 
could possibly imagine could come from 
the other side. 

MR. TILLEY: The account is in 
your favor? A.—I should say so. 

MR. KENT: I suppose the insur- 
ance companies complain, one against 
the other, that the other does wrong? 
A.—yYes, but we think we have some 
pretty strong cases of stealing our 
agents and general absorption of our 
business by others. 

MR. TILLEY: If Your Honors will 
pardon me, we are through with Mr. 
Evans, subject to recalling him later, 
and for that reason I would like to 
give Mr. McLaughlin an opportunity 
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now if there are any questions he 
would like asked, if Your Honors 
would not mind waiting a moment or 
two longer. 

MR. HELLMUTH: Perhaps Your 
Honors would let me say that Mr. 
Shepley states that he is going to call 
an actuary of the company in refer- 
ence to the business, this particular 
method of Life Insurance, and in view 
of that I do not propose to go into 
the questions of actuarial or indus- 
trial insurance with this witness, and 
therefore I shail practically have no- 
thing further to ask in that view. 

MR. McLAUGHLIN: I will reserve 
ye of my questions for the actuary, 
00. 

MR. TILLEY: Is'the method that 
you have adopted, Mr. Evans, in fin- 
ancing this company patterned after 
any other company that has been in 
existence? A.—I couldn’t say it was 
patterned after any other company, 
no. 

Q.—Is there any other company or 
companies whose business is carried 
on in like manner or in any way re- 
sombling this? A.—Almost every in- 
dustrial company that has been 
formed in the last 7 or 8 years has 
been formed under almost identically 
similar circumstances. 

Q—Would you give us a_ list of 
such companies? A,—Yes, there is 
the Columbian National of Boston, the 
Boston -Mutual of Boston, and the 
Colonial of Jersey City. Those are 
the only three that I know of formed 
in late years that have been at all 
successful. 

Q.—Can you explain in what re- 
spect they resemble this? A.—The 
Boston Mutual has an agency aer2e- 
ment with a company called the Bos- 
ton Securities Company which is al- 
noe identical with ours or very sim- 
iar. 

Q.—Identical with your National 
Agency. Company? A.—Yes. The 
Boston Securities Company furnishes 
all the money to conduct the affairs 
of the Insurance Company, in consid- 
eration of a certain premium to be 
returned to them. 

Q.—Would that be more like the re- 
lationship of the National Agency 
with the North American or the re- 
lationship of the National Agency 
with the Union Life? A.—Probably 
more nearly with the Union Life. The 
only difference is that it is not a stock- 
holder in the case of the Boston Mu- 
tual. : 

Q.—What is it? A—Just an 
Agency argument. 
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Q.—A pure agency agreement? A. 
—Yes. . 

Q.—Then would it not resemble the 
North American Life relationship 
more? A.—No, not quite the same. 
The Columbian National on the other 
hand is very similar to ours. The 
stock is held by the subsidiary com- 
pany and all the money is put up in 
order to finance the industrial busi- 
ness. It is quite impossible in any 
other way to organize an industrial 
company. 

Q.—Is it impossible to get the 
money in any other way? A.—There 
are many difficulties in the way and 
that is the chief one. 

Q.—The procuring of the capital? 
A.—The capital necessary to estab- 
lish .the business. 

Q.—To carry it over the initial 
years? A.—Yes. 

Q.—Can you say whether the cost 
of getting the business has been large 
as compared with other companies? 
A.—It has been lower than that of any 
other industrial company. The Union 
Life has expended less in proportion to 
the business done than any other in- 
dustrial company, including what it 
has paid to the National Agency Com- 
pany as commissions. 


Q.—I suppose that is probably a mat- 
ter that Mr. Harvey will be able to 
speak in a more general way about 
than you? A.—yYes, probably more 
specifically also. 

Q.—For that reason I was not ask- 
ing you about that. 


MR. McLAUGHLIN: I would like 
him asked whether he has made a com- 
parison of his company and its pro- 
eress with the British companies? 

MR. TILLEY: We would have to 
check that before we could put it in. 

MR. McLAUGHLIN : I submit that 
any questions he is asked, the witness 
ought to have the liberty of stating 
it and stating that this document 1s 
a document he has prepared and that 
it is true. He is the man who is swear- 
ing to it, not my learned friend. He 
has compared the progress of his com- 
pany with the British companies. 

MR. TILLEY: Can you say how 
provision is made-for getting the ex- 
pense of establishing business in the 
case of British companies? A.—Yes, 
under the Act under which the British 
Life Insurance Companies operate, the 
industrial companies are permitted to 
carry in their assets a large propor- 
tion of the deficiency or the expense 
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of _ establishing their industrial 
branches and I have a table here in 
which there are 9 or 10 British com- 
panies who are carrying items of that 
sort. One, the largest, the London, 
Edinburgh and Glasgow, in business 
since 1881, is carrying over a million 
and a half in its assets as the cost of 
establishing the industrial business to- 
day. 


MR. SHEPLEY: Those figures will 
be found in the Board of Trade re- 
turns. A.—Yes, and that is 25 years 
ago. 


MR. TILLEY: Will you be able to 
compare the lapse ratio of your com- 
pany with other companies better than 
Mr. Harvey or not? A.—Well, Mr. 
Harvey might be able to do it equally 
as well as I could. 


(.—Would you like to say anything 
about that yourself? |A.—The lapse 
ratio is about 14 per cent. lower in 
the Union Life than any other indus- 
trial company in Canada and very 
much more so than the companies oper- 
ating in the United States. Our in- 
itial premiums for instance give you 
an illustration of that. The new 
business which is put on the books is 
of course the business which goes off 
the most rapidly and costs the com- 
pany the greatest amount to put on. 
The persistency of our new business 
is nearly nine weeks; 8.83 weeks. The 
persistency of the business of the Met- 
ropolitan, from the statement of Mr. 
Fisk, Vice-President of the Company, 
on record, is 6.02 weeks; and the Pru- 
dential about 7 weeks. So we have a 
persistency of 2 weeks or more than 
33 1-3 per cent., which makes an enor- 
mous difference on a business of 4 or 
5 million policies. 


Q.—What have you to say about 
death rate, in the same way? A.— 
Our death rate has averaged about 
15.70 per cent. as against their 27 to 
30 or 33 per cent. of other companies. 

Q.—On that again Mr. Harvey will 
be able to make a broader comparison 
than you can? A.—Yes, he will be 
able to give that very accurately. 

Q.—What is the total amount of 
business on your books? A.—$7,162,- 
000 of business in force and paid for. 

Q.—As of when? A.—8lst Decem- 
ber last year. 

Q.—That will be in your returns 
then? A.—Yes. 

(Adjourned to 10.80 a.m. on Thurs- 
day 10th day of May.) 
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TWENTY-FOURTH DAY: 
MORNING SESSION. 
Toronto, May 10th, 1906. 


HARRY SYMONS, sworn, examin- 
ed by 


MR. SHEPLEY: Q.—You are an 
officer in each of these two companies ? 
A.—Yes; I am President and General 
counsel and director of the National 
Agency, and general counsel and secre- 
tary and director of the Union Life. 


Q.—Were you one of the promoters. 
of the National Agency Company? A. 
—I should say so, yes. I acted as 
solicitor originally, and I suppose I 
would be classed as one of the promot- 
ers. 

Q.—Having an interest beyond your 
mere professional connection with it? 
A.—Exactly. 

Q.—Had you any prior connection 
with the North American Life? A.— 
No. 

Q.—Who introduced the subject to 
youP A.—Mr. Evans. 

Q.—You took part in the negotia- 
tions which led up to the formation of 
the company, including the negotia- 
tions with the North American Life? 
A.—Not altogether, I had nothing 
to do with the agreement made be- 
ween the North American Life and 
Mr. Evans, except, I should say this, 
when Mr. Evans spoke to me first on 
the subject it was all in embyro no- 
thing had been reduced to writing, 
and I advised him his course would be 
to have the matter put into the shape 
of an agreement between him and the 
company, which was ultimately done; 
but I had no part in the framing of 
that agreement. 


Q.—That was the agreement in 
which the formation of a company to 
take over the Provident branch was 
contemplated? A.—yYes, I told him 
as soon as that agreement was con- 
summated then I would be prepared 
to assist him in forming a company. 

Q.—(Referring to Exhibit 92) This 
is the agreement as to which you told 
Mr. Evans that when the matter was. 
put in shape by such an agreement 
as this you would be prepared to take 
it up? A.—Yes. 

Q.—That was the agreement of the 
7th November between the North Am- 
erican Life and Mr. Evans by which 
the North American, after reciting 
there was to be a capital of $25,000: 
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in the new company, it went on to pro- 
vide that the North American as soon 
as the organization should be complet- 
ed and the capital paid in cash and 
shown to be available would transfer 
to the newly organized company the 
Provident branch? A.—I am familiar 
with that. 

Q.—You had nothing to do with the 
revision or settling of the terms of 
this agreement? A.—No; that was 
arranged, so I was advised, by the late 
Mr. McCabe and Mr. Evans. 

Q.—At the time Mr. Evans first ap- 
proached you, and when you said that 
you would take the matter up upon it 
being put in this shape was the idea 
then that you should have an interest 
beyond your professional connection 
with the company to be formed? A. 
—I expected to. 

Q.—But was anything said about it? 
A.—Well, no, there was nothing said 
about it; at that time I hardly thought 
there was enough in it in solicitor’s 
fees to worry about it, and I indicated 
in an important matter of that kind 
if I took the matter up at all I would 
expect to have some additional inter- 
est in it. 

Q.—That was your suggestion to 
Mr. Evans and you expected to have 
some interest not defined at allP A.— 
Undefined. 


Q.—In such a company; upon the 


completion of the agreement between _ 


Mr. Evans and the North American 
Life what was the first matter which 
you had to take up? A.—It ‘was as 
to formation of the company, obtain- 
ing the subscriptions for the stock, 
and the best course to proceed in that 
respect. 

Q.—I see the contemplated share 
capital according to the agreement be- 
tween Mr. Evans and the company was 
$25,000? A.—That was to be paid up 
in cash. 

Q.—That was to be all paid up in 
cash? A.—Before the Provident 
Branch of the business would be trans- 
ferred there was to be $25,000 in the 
bank. 

Q.—The agreement of course states 
that the capital of the company was 
te be $25,000? A.—Yes. 

Q.—You do not suggest, or do you, 
anything to the contrary of what ap- 
pears in the document? A.—No. 

Q.—You set about the formation of 
the company, that is- obtaining its 
charter? A.—Yes. 

Q.—You prepared the usual papers 
I suppose to get letters patent? A.— 
Of course the first proceeding was to 
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endeavor to interest people even be- 
fore the papers were prepared on which 
to obtain the letters patent, and be- 
tween us we did interview several peo- 
ple I endeavored to interest in the 
matter I thought of sufficient import- 
ance, and then we met with success 
as justified our applying for the letters 
patent incorporating the company. 

().—Did you yourself interview vari- 
ous people who afterwards did become 
shareholders? A.—Yes. 


Q.—And you explained of course to 
them the object with which the com- 
pany was being formed and what 
would be done? A.—Yes. 


Q.—Speaking broadly and generally 
tell me what your statements were? 
A.—That I thought the Provident busi- 
ness of the North American was cap- 
able of extension to the advantage of 
shareholders, ‘that it was something 
in which money might be put with a 
reasonable prospect of a good return. 
My understanding was that the North 
American did not care to set apart 
any further sums of money for the pur- 
pose of extending the business. if 
locked into it somewhat, as best I 
could as a layman, as to the character 
of the business, and it occurred to 
me— 

Q.—Do you mean by that the char- 
acter of the business which the North 
American was carrying on in this 
branch? A.—Yes, and it looked to 
me like very good business, otherwise 
I should not have become associated 
with it. JI desired first of all to satis- 
fy myself on that point, and if my 
recollection serves me right— I think 
it does—I brought the matter up to 
some other life insurance men to see 
what they thought of that class of 
business, being a stranger to me, and 
I met*with encouragement, and I un- 
hesitatingly brought it up before some 
of my friends and clients that I 
thought would like to go into it. 


Q.—You are telling me in a general 
way the statements you made with re- 
spect to the objects of the company, 
with respect to its prospects, to those 
whom you endeavored to interest? A. 
—Exactly. 

Q.—You had not, I suppose, before 
that made any study of the branch of 
insurance known as Industrial Instr- 
anceP A.—No. 

Q.—Were you alive to the funda- 
mental difference between that system 
of insurance and the line companies? 
A.—No. Of course I had had experi- 
ence professionally in connection with 
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hfe insurance matters, but not with 
special reference to industrial. It 
looked to me lke a very interesting 
study, something that should be 
studied, but that is a matter of opin- 
ion, of course. 

Q.—Mr. Evans, I suppose, was fa- 
miliar with the subject? A.—I 
thought so. 

Q.—And I suppose it is not saying 
anything to anybody’s discredit to 
say that you probably relied a good 
deal upon him? A.—I may say this, 
that I did discuss the matter with 
Mr. McCabe, and I think Mr. Gold- 
man, and some others, as to Mr. 
Kvans’ standing and so on, satisfied 
myself that his répresentations might 
be relied upon. 

Q.—And in that way you partially 
at all events qualified yourself to ex- 
plain the nature of the business to 
others? A.—Yes, certainly. 

Q.—-You say you did meet with such 
success as justified you in drawing the 
papers for the charter? A. —Yes. 

Q.—Was there anybody else besides 
yourself and Mr, Evans who moulded 
the company or assisted in moulding 
it? A.—We had, I think, the assist- 
ance of Mr. A. EK. Plummer and Mr. 
James O. Buchanan. 

Q.—They are not insurance men? 
A.—No, they are brokers. 

Q.—And the assistance they gave! 
you was perhaps more in the direction 
of finance? A.—Exactly. 

Q.—Il am rather concerned now 
with the shape which you put the 
company in, with the objects for 
which you declared it was being in- 
corporated, and so on, rather than 
with A.—No, I did not; I acted 
on my own judgment in view of the 
agreement between Mr. Evans and the 
North American. 

Q.—Just at that point let me point 
this out to you; you will of course have 
observed that the language of this 
agreement is that the North American 
Life Company will transfer to the 
newly organized company that part of 
the business as a going concern known 
as the Provident Branch, subject to 
the terms and conditions hereinafter 
stated—that contemplated a transfer 
of the whole business of the branch? 
A.—yYes, I understood they were to 
turn over that branch together with 
what they call the plant. 

Q.—In other words, the new com- 
pauv was to be the proprietor of this 
business when the agreement was car- 
ried out? A.—Yes, they were to be 
the owners. 
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Q.—You say you yourself exercised 
your own judgment? A.—Might I be 
allowed to make a little explanation; 
I may say, owner so far as the control 
is concerned; of course the ostensible 
owner would be the North American, 
but the equitable owner would be the 
company formed. 

~Q.—You are perhaps introducing 

your own reasoning upon that? A.— 
Yes, that is exactly my reasoning. I 
may be wrong in my legal conclusion, 
but that is what impressed me. 

Q.—For some reason, which perhaps 
you will tell me a little later, it ap- 
peared to you that the most judicious 
way of carrying out the arrangement 
which Mr. Evans had made with the 
North American Life was to incorpor- 
ate a company which would be the os- 
tensible agent while the real owner? 
A.—Yes, exactly. 

Q.—The real ownership idea was still 
to be the foundation idea so far as the 
reality was concerned? A.—Yes, I 
think I understand you. 

Q.—But so far as the appearance to 
be put upon the transaction was con- 
cerned, the real owner was to be the 
ostensible agent? A.—Well, yes, I 
suppose that is the way it could be 
put. 

Q.—Let me ask you why you thought 
that a transaction put into that shape 
would have advantages over a trans- 
action put into the shape which the- 
agreement contemplated? A.—That 
more capital could be procured to ex- 
tend the business, that particular 
business. 

Q.—That subscriptions to capital 
would be more free to a company 
which did not appear to own than to 
a company which did appear to own 
an insurance business. A.—Not ex- 
actly that; of course the contemplated 
company could not issue policies for 
the North American. You will under- 
stand at that time the North Ameri- 
can insisted upon keeping the business 
provided it was taken up by a com- 
pany strong enough to carry out the 
terms of the agreement; there was no 
intention of forming an agency com- 
pany with the idea of misleading the 
public or anything of that sort. ~ 


Q.—I have not suggested that; for 
the moment at all events I am assum- 
ing you were actuated by the most 
honest and fair intentions; I want to 
get at the reasons why you adopted 
one form rather than the other, in 
other words why you incorporated the 
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Agency Company rather than an own- 
ing company, and you have told me 
that was for one reason because of the 
ability in that way to get more cap- 
ital subscribed? A.—Of course I had 
no precedent to govern, so to speak, 
in the matter, and it certainly seemed 
to me as a lawyer that it was a pro- 
per thing for the corporation of a 
company as an agency company to 
control a business of this kind and 
furnish the capital necessary,-at the 
same time doing everything as agent 
for the issuing company, so to speak. 

Q.—That is ostensible agent? A.— 
Yes. 

Q.—That is perhaps not at all ex- 
panding the idea you gave me a mo- 
ment ago? A.—It is a little more than 
ostensible because the new company 
was to be the actual agent. 

QOl—Did syou take it) under --this 
agreement with Mr. Evans? A.—Yes. 

Q.—Be good-enough to point out to 
me what language you rely on in this 
agreement for that view? A.—That 
must be so. 

Q.—I want to get just where it is, 
just the point at which you say the 
language of the document justifies 
that viewP A.—I do not know that 
I could point to any specific language 
in the agreement. I gathered that to 
be the effect of the agreement that the 
new company would have to act as 
agent for the North American natur- 
ally, and represent themselves as 
such. The new company would of 
course have the employment of their 
sub-agents; those sub-agents would 
have to represent the North American, 
they could not represent the new 
company to the public. 

Q.—Assuming both companies to be 
equally solvent, and . assuming the 
business to have failed for reasons in- 
herent in the business itself, whose 
loss would it have been after the 
agreement was carried out? A.—It 
would have been the new company’s 
loss. 

Q.—That seems to me a fair test of 
what the actual ownership was? A.— 
Yes. We had to reimburse a certain 
amount of money to the North Ameri- 
can that they expended, and having 
done that if the new company had 
failed that would have disappeared. 

Q.—If the business succeeded it 
would have been to the benefit of the 
new company? A.—Yes. 

Q.—Let us return to the point we 
diverged from; your idea was the stock 
proposition would be more attractive 
if the agency form were adhered to 
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rather than the ownership form of the 
transactionP A.—Yes. 

Q.—And I had asked you why you 
took the view that capital would be 
more attracted by that form than by 
the other? A.—We could not assume 
the ownership form without forming 
an insurance company; that was an- 
other feature. 

‘@.—That is if your documents had 
assumed the form of ownership in sub- 
stance you would be an insurance com- 


panyP A.—Yes. 


Q.—You quite realize that? A.— 
Yes, and personally I should have 
sooner they formed the insurance com- 


-pany then and there to have taken 


over the business if the North Ameri- 
can had been willing but at that time 
they were not; they wanted simply to 
carry out the terms of the agreement 
with Mr. Evans and make what there 
was in it. 


Q.—You quite realized at that time 
that the other form would be equiva- 
lent to doing the business of insur- 
ance? A.—Certainly, it must be so. 

Q.—That form being adopted, in- 
volving as it would have involved the 
doing of an insurance business, was 
not likely to appeal to the investing 
public? A.—I did not consider that 
because we were shut out of forming 
an insurance company, but I would 
say this, although I do not suppose 
it is very pertinent, that if a Life 
Insurance campany is formed and has 
already a nucleus of a business, then 
that would appeal to the public on 
subscriptions for stock; suppose, for 
instance, the Union Life had gone to 
the public with the business already 
obtained by the National Agency 
Company from the North American 
Life, it would have had a very sub- 
stantial nucleus of business to offer 
to the public and encourage subscrip- 
tions. 


Q.—I will accept your idea for the 
time being, not accepting your illus- 
trati6n. Your idea is if the public 
sees a going business with some pre- 
sent margin or prospective margin of 
profit that is a proposition that the 
public would assent to? A.—That is 
a better way of putting it. 

Q.—Your charter of course speaks 
for itself, and the power you took in 
the charter was the power to act as 
managing agent for insurance com- 
paniesP. A.—Yes. 

Q.—Was it your view that a charter 
expressed in those terms would permit 
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you to carry out the agreement which 
Mr. Evans had made with the North 
American Life? A.—I did think so 
then. 


Q.—You thought that the entering 
into an agreement in the terms con- 
templated between Mr. McCabe and 
Mr. Evans would be within the powers 
of a company such as the company 
you formed? A.—Yes, I thought so. 

Q.—Then are you able to say just 
in a general fashion. how you got on 
with your stock subscriptions by the 
time fixed for the agreement? A.— 
Well, not very successfully. It did not 
meet with the encouragement that I 
had hoped. There was almost an in- 
terregnum of months before we could 
reach people who felt interested 
enough, and consequently I think 
there had to be one or two extensions 
of time of that agreement. Then I 
required Mr. Evans to transfer the 
agreement to the National Trust, to 
hold for the benefit of subscribers to 
form the basis for subscriptions, and 
then ultimately Mr. Evans, not me, I 
must confess, was able to convince 
some people that this was a business 
that could be taken up with advantage 
and he secured enough subscriptions 
tc enable use to go ahead. 

Q.—The only thing that I want you 
to add to what you have said before I 
go to the next point is this: you say 
you procured Mr. Evans to make some 
conveyance? A.—Yes. 


Q.—We will look at that for the 
moment; that is Exhibit 96, and was 
made on the 2nd January, 1901, be- 
tween Evans and the National Trust 
Company, hereinafter called the trus- 
tee. It recites the agreement between 
the ._ North American Life and Mr. 
Evans; it recites that Mr. Evans has 
already progressed towards the organ- 
ization of the proposed company, and 
intends to continue in the same, and 
for that purpose has requested the 
Trust Company to hold the said agree- 
ment and all benefits to be derived 
therefrom in trust to be vested in the 
proposed company. ‘Then follows the 
conveyance, as you say, to the Na- 
tional Trust Company, to hold as trus- 
tee for the company to be formed? A. 
Yes. 

Q.—And the object of that was 
what? A.~That was to secure the 
subscribers. | 

Q.—That was to make it manifest 
that in a trust company which was 
known a certain agreement or con- 
tractual rights had been vested? A.— 
Yes. 
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Q.—Which were to form the pro- 
perty of the company when it came 
into existenceP A.—Yes. 

Q.—That was for the purpose of in- 
fluencing subscriptions? A.—I would 
not like to say that; I thought that 
was the proper way to put it, the 
sraight business so to speak. 

Q.—I suppose it was perfectly legit- 
imate to do that to start with, was 
it not, and if the result was to induce 
people to subscribe to stock it did not 
make it wrongP A.—Oh, no. _ Per- 
haps they might have found fault if I 
had not insisted on that if the original 
agreement was not forthcoming later 
on. 

Q.—By what time had you become 
able to go on? A.—The next step I 
think was the incorporation of the 
company, and subscriptions were soli- 
cited, and we had enough subscriptions 
of money obtained I think by July or 
August of the year following the year 
in which the incorporation was granted 
to enable us to carry out the agree- 
ment with the North American. Then 
we called a general meeting of sub= 
scribers, organized the company, and 
took up the agreement with the North 
American. 

Q.—Your first meeting I think was 
held in August? A.—I think that was 
the date. 

Q.—On the 22nd August I see in 
these minutes which I am going to 
take, other than the minutes of the 
shareholders, the minutes of the Ex- 
ecutive Committee? A.—The Execu- 
tive Committee minutes after the gen- 
eral meeting, are they not? 

Q.—Yes, but on the same day; (Ex- 
hibit 111); the Executive Committee 
were the three of you? A.—Yes. 

Q.—You had been elected by the 
Board after its being elected by the 
shareholders? A.—Yes. 

Q.—Can you tell me how much stock 
had then been subscribed? A.—I do 
not know that I like to hazard a guess, 
but I would venture to say it was all 
or about all, the whole capital. 


Q.—Do you mean the whole capital 
of $100,000? A.—Yes, because we had 
made a call of 25 per cent. and ob- 
tained the $25,000 so obviously there 
must have been the $100,000 subscrib- 

Q.—And had that stock all been sub- 
scribed at par? A.—Some of it, not 
all of it. 

Q.—Was there any stock that was 
subscribed at a premium before this 
organization meeting? A.—I think 
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so, I think the dates speak for them- 
selves, I think I am right in that. 
Q.—What was the reason for mak- 
ing a difference between those who 
came in before the organization? A. 
—The reason was this, that those who 
went in originally had to take their 
chances, so to speak—we all put up 
money, performed services, we had 
undertaken expenditures in the way 
of travelling expenses and office ex- 
penses and so on which we thought 
would reasonably entitle us to obtain 
our stock at par originally, and I 
think you will find, althotigh I have 
not looked at the’ papers since, that 
the original stock subscription list that 
was put in filed with the Provincial 
Secretary’s Department indicates that 
the stocks applied for at that time 
were applied for simply by those 
named in the letters patent, and for 
a small amount it is true, but we had 
all obligated ourselves, and took our 
chances on the matter being made a 
success ultimately, and naturally the 
stock subscribed would be at par. 
Q.—And the stock that was first sub- 
scribed, speaking substantially, was 
among those who were afterwards in 


charge of the business of the company i 


A.—Yes. 

Q.—In other words the directors? 
A.—Yes. 

Q.—You say a 25 per cent. call had 
been made upon all? A.—Yes. 

Q.—And that produced $25,000? A, 
—Yes. 

Q.—And then there had been be- 
sides whatever had been called on pre- 
mium—how was that? A.—I could 
not say, that would go in. 

Q.—What I want to get at is this 
would the premium of 25 per cent. all 
be paid and 25 per cent. upon the 
capital, or would there be 25 per cent. 
upon the capital and premium? A. 
—I don’t know that I quite grasp your 
question, unless it is in this way; we 
made a call of 25 per cent. and put 
the price of stock at 125, so that it 
would be $32.50 per share that would 
be paid. Out of that $25,000 that we 
had to have in the bank in order to 
satisfy the North American, it is quite 
possible there might have been some 
of it premium to make up. 

Q.—I think you have answered the 
question, you have said you took the 
stock at 125 where it had been issued 
at a premium, and you took one-quart- 
er of that? A.—Yes. 

Q.—That would be 25 per cent. then 
upon capital and premium? A.—Cer- 
tainly. 
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Q.—And in that way in the moneys 
you had in hand you would have re- 
presented a part of 25 per cent. of the 
capital and a part of 25 per cent. of 
the premium? A.—Yes. 

Q.—Then we can get accurately just 
what stock had then been subscribed. 
I see at page 4 of these minutes this 
statement which probably will throw 
light upon what you have just been 
telling me: ‘‘New stock issue. The 
circular letter sent with forms of appli- 
cation and summary report,’’ etc. 
(Reads down to the words ‘25 per 
cent, premium for the present’’).—that 
was in respect of additional issue of 
stock to that authorized by your first 
letters patent, was it? A.—That is 
looking to an increase of capital? 

Q.—Yes? A.—Possibly that is so; 
we probably made up our minds to 
the fact that $25,000 would not be 
sufficient to run the business, deduct- 
ing the amount out of it to which the 
North American Life would be en- 
titled. I may say this that we natur- 
ally, being in a preliminary condition, 
desired to know what view the public 
would take in the matter before pro- 
ceeding to apply for an increased capi- 
tal. If the response would be gen- 
erous naturally we would apply; if 
not it would be otherwise. 

Q.—(Referring to Exhibit 29); I see 
your capital was authorized to be in- 
creased to $500,000 on the 28th Aug- 
ust? A.+—Yes; we no doubt satisfied 
ourselves at that time that the appli- 
cations would come. 
~Q.—On the 20th September the ap- 
proval took place, the increase of 
capital having been authorized on the 
28th of the preceding month? A.— 
Yes. < 
Q.—At that time you had taken au- 
thority from the Governor in Council 
to issue another $400,000 of stock? A. 
—Yes. 

Q.—And the resolution would be 
with reference to that? A.—Yes. 

Q.—The resolution was contemplat- 
ing issuing $100,000 out of the addi- 
tional $400,000? A.—Yes. 

Q.—Among the papers which you 
were good enough to give me yester- 
day is there a copy of the circular let- 
ter which is referred to there? A.— 
I have made diligent search for these 
old papers and I have not been able 
to find them. They were either all 
distributed or none kept. 

Q.—yYou have not been able to find 
one? A.—No. 
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Q.—You have found a copy of the 
prospectus? A.—Yes. 

Q.—I think you told me yesterday 
this was the original prospectus? A. 
—That is the first prospectus of all. 
That was the second one. (Filed as 
Exhibit 113.) 

Q.—It refers to the first general 
meeting of the company held on the 
92nd August? A.—Yes. 

Q.—And this was the prospectus is- 
sued to the public upon which they 
were being asked to subscribe to the 
additional $100,000? A.—I take it 
that is the one. 

Q.—The prospectus in the first place 
states that ‘‘the organization of the 
National Agency Company was de- 
cided upon as the result of negotia- 
tions with the North American Life, 
which company had been conducting 
for some time what was known as the 
Provident Branch of its business. 
Policies were issued in that branch 
for small sums for $100 upwards, and 
the premiums were payable monthly. 
It was found that the extension of the 
general business of the North Amer- 
ican Life into the United States, ad- 
ded to its rapid growth in Canada 
occupied so fully the time and atten- 
tion of the Executive officers that it 
was impossible to do justice to the 
demands of the provident business ?”’ 
A.—That is historical. 

Q.—That language is paraphrased 
by the language which you used this 
morning ‘that the North American 
Life was unwilling to devote any fur- 
ther funds to the extension of this 
branch of the business? A.—Yes. 

Q.—‘‘It was considered by the man- 
ager of the branch’’— that is Mr. 
Evans? A.—Yes. 

Q.—‘‘That the interests of the busi- 
ness would be better served,’’ ete. 
(Reads down to the words ‘‘In the 
hands of the North American Life’’) 
—what was meant by the ‘‘Statutory 
control of the business according to 
Governmental requirements’? <A.— 
That they were willing to do every- 
thine that was necessary under The 
Insurance Act in the way of making 
the annual returns connected with the 
provident business, furnishing the re- 
quirements were concerned a nominal 
statutory control of the business on 
the part of the North American Life 
Company while the real interest and 
ownership was vested in the National 
Agency? <A.—Certainly. 

Q.—That is what it meant? A.— 
Yes 

Q.—‘‘This course was adopted,’’ etc. 
(Reads to the words ‘‘Insurance Com- 
pany’’)? A.—That would be the agree- 
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ment of 7th August, 1901, this one 
(Exhibit 93). 


Q.—That was the agreement that 
was entered into after the transaction 
was consummated by having the $25,- 
000 in handP A.—Yes. 


Q.—Now Mr. Symons, I ask you 
whether in making the statement we 
have just been referring to here, you 
were alive to the fact that if the Na- 
tional Agency Company had professed 
to be conducting, an insurance busi- 
ness, it would have been a violation 
of the lawP A.—Certainly. 


Q.—Then, ‘‘At a general meeting of 
the Agency Company held August 
22nd, 1901, at which over 90 per cent. 
of the stockholders were represented, 
this agreement was unanimously ccn- 
firmed, which is evidence of the satis- 
faction with which the position of the 
Agency Company is regarded by its 
shareholders.’’ Who were present at 
the meeting? A.—You will find that 
in the minute book. . 


Q.—The shareholders’ minute look 
of the Nationa] Agency Company. A. 
—There were present in person, takiuz 
the ‘order of the signatures here, my- 
self, Mr. Charles Percy of Montreal, 
Dr. G. E. Millichamp of Toronto, Mr. 
John Tucker of St. Catharines, Mr. 
H. Pollman Evans of Toronto, Mr. I’. 
H. Nicholls of Toronto. Then there 
were represented by proxy those that 
are named here. 


Q.—Certain others, who are said in 
the prospectus to have constituted al- 
together, with those present in per- 
son, 90 per cent. of those who had 
actually subscribed? A.—Yes. 


Q.—Of those who were actually pre- 
sent how many were officially connect- 
ed with the company? A,+Four’ I 
think. 

Q.—That is four out of six who 
were actually present were Directors 
of the company? A.—Yes. 

Q.—I see that the shareholders who 
were present all signed on the first 
page of these minutes. It strikes me 
as being unusual in practice, do you 
remember how that came to be done? 
A.—That has always been my prac- 
tice in every general meeting with 
which I have anything to do, when 
shareholders are present that they sign 
a register; and I think it has been the 
prevailing practice in any companies 
in which I am a shareholder and have 
been present. 

Q.—That is the reason why you had 
it done in this case. Is it right to say 
that in respect of matters of that sort 
it was your idea that prevailed in res- 
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pect of the practice at this meeting? 
A.—Yes. 

Q.—Then, so that I need not trouble 
you about it again, I see that it was 
a very common thing at shareholders’ 
meetings to have a typewritten reso- 
lution passed by the shareholders rati- 
fying and adopting everything that 
had been done since the last general 
meeting? A.—Yes. 

Q.—For instance at page 23 of the 
shareholders’ minute book: ‘‘It was 
moved and seconded that all and every 
the actions heretofore taken by the 
Board of Directors and Executive Com- 
mittee, and the members thereof in 
connection with this company, includ- 
ing the correspondence, prospectuses, 
printed or other typewritten matter 
sent or issued by them, and as well 
the matters set out in the minutes of 
their respective meetings as shown in 
their respective minute books from the 
22nd August last until the date of this 
meeting inclusive, be and the same are 
hereby ratified to all intents and pur- 
poses. Carried unanimously.” That 
ee also apparently customary? A.— 

es. 

Q.—You import that also from prac- 
tice in other companies with which you 
are connected? A.—yYes, a general 
ratification. First of all the Board 
ratifies what the Executive has done, 
and then the shareholders ratify what- 
ever appears in the minute books of 
the other companies. 


Q.—And even correspondence is ra- 
tified? A.—Yes. 


Q.—And even the individual actions 
of members of the Board, and the Ex- 
ecutive Committee? A.—Yes. 

Q.—That is going pretty far of 
course? A.—Well, it is going a good 
deal, but it seems to be the proper 
thing. 

Q.—I won’t ask you what your opin- 
ion would be if some matter that was 
not disclosed was afterwards objected 
to, whether such a resolution as that 
would bind anybody? A.—Well of 
course at these general meetings every- 
body is open to discuss the resolutions, 
and I think you will find on two or 
three occasions in our notices we have 
expressly put that it is to ratify and 
confirm the action of the Executive 
Committee and Board of Directors. 

Q.—That prospectus goes on to say 
that at that meeting it was found that 
the capital of $100,000 was largely 
over-applied for at a premium of 25 
per cent. Upon what fact set out in 
any of the minutes of that meeting 
is that statement made? A.—It may 
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not be in the minutes. It was from 
our knowledge. 


© [have ‘not seen’ it if 1b.ie 71m 
the minutes. It is quite possible that 
I-have missed it, and I would like to 
find it if it is thereP A.—yYes, it is 
in the report. 

Q.—Let us see what the statement 
in the report is. ‘‘More capital how- 
ever can be used to your advantage 
in aiding the extension of the business 
and adding to the reserves, and a by- 
law to increase the capital stock, as 
indicated in the prospectus, to $500,- 
000, divided into 5,000 shares of $100 
each, will be submitted for your ap- 
aproval. Applications for part of the 
increase are already in hand, and in- 
dications point to the whole being ap- 
plied for at an early date.’ Of course 
we can find out accurately, but can 
you say approximately how much stock 
was applied for in excess of the first 
$100,000 ? A.—I would not like to 
venture to say. It was the fact at 
all events. 

Q.—This was the fact, that appli- 
cations for a part were already in 
hand? A.—I know there were applica- 
tions held. 

Q.—The statement in the prospec- 
tus is that it was found that capital 
was largely over-applied for at a pre- 
mium of 25 per cent. It was not 
stated that the Directors of the com- 
pany had a right to shares at parP A. 
—No 


Q.—Or that the Directors of the 
company had only paid par for their 
stock, whatever it might beP A.— 
No. 

Q.—Then the prospectus proceeds: 
‘And that the position of the com- 
pany might be exceptionally strong, 
so as to attract the best class of re- 
presentatives for the extension of the 
business most economically and be 
able to take advantage of opportun- 
ities constantly being presented, it was 
decided to increase ‘the capital to 
$500,000, and supplementary letters 
patent have since been issued confirm- 
ing this action.’’ I pause again there 
Mr. Symons, and I ask you what is 
the meaning of the language that the 
position of the company might be ex- 
ceptionally strong, so as to attract the 
best class of representatives for the 
extension of the business most econ- 
omically, what is the meaning of that 
language? A.—I take it that meant 
the agency staff. 

Q.—The Agency staff engaged in the 
canvassing business? A.—Yes. Na- 
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turally if it is a strong company you 
can get stronger and better men than 
you could in a weak company. 

Q.— That is pointing of course to- 
wards increasing the business of doing 
insurance? A.—Yes. 

Q.—Not so far as we have got point- 
ing at all towards any increase in the 
number of agencies which your com- 
pany would holdP A.—Well, I would 
not like to say about that. You mean 
agencies for the Provident branch 
business ? 

Q.—Agencies for insurance compan- 
ies, managing agents for insurance 
companies? A.—Well,. it may have 
contemplated, and possibly did at that 
time, associating an accident company 
with the business. 


Q.—That is perhaps referred.to in 
the next paragraph., I want to get 
the meaning of this by itself if you are 
able to agree with me about it. That 
paragraph from the third line, the 
word ‘“‘and that the position’? down 
to the sixth line, the word ‘‘economic- 
ally,’ that paragraph seems to me, 
and I ask you whether it is not so, 
to be pointed solely and exclusively to 
the increase of the business of insur- 
ance? A.—I think that looked to the 
increase of the business. 

Q.—To the increase of the insur- 
ance business? A.—Yes. 


Q.—Well then the next: paragraph: 
‘‘And to be able to take advantage of 
opportunities constantly being pre- 
sented.’?’ To what would you say that 
looked? A.—I should say that looked 
to the opening of branches. 

Q.—To the opening of branches for 
the business of insurance? A.—I 
should think so. 

Q.—Still for the business of insur- 
anceP A.—With the $100,000 only 
subscribed we felt ourselves cramped 
in that. I think it became speedily 
noticeable that $25,000 was not enough 
to run that business. 

Q.—That you would observe before 
you took out the charter, because in- 
stead of $25,000 as in the Evans 
agreement, you incorporated the com- 
pany with a capital stock of $100,000? 
A.—Well, the expense was practically 
no more, and it was just as well to 
have a capital of $100,000 as $25,- 
000. If $25,000 had been sufficient for 
the business there would have been 
no more calls. 

Q.—Of course I can understand this, 
that if I start out into a field for my 
own benefit and advantage to employ 
a staff of canvassers and secure the 
business of insurance that is a very 
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expensive matter, but if I hold my- 


self out to insurance companies as an 
agent who will work for them on com- 
mission, that is quite a different pro- 
position so far as expense is concerned? 
A.—yYes, quite different. 

Q.—Perhaps $25000 capital would 
be quite ample in the latter case? A. 
—Yes. 

Q.—In the former it would be ridic- 
ulously inadequate—or I will with- 
draw the word ridiculous? A.—wWell, 
it would be inadequate, that, is 
enough. 

Q.—It would be very largely in- 
adequate? A.—Yes. And even the 
other might be inadequate as it turned 
out. 

Q.—Then, ‘“‘the company has al- 
ready established an excellent agency 
force, and a large volume of Provident 
business is being transacted.’? That 
was true of course? A.—Exactly. 
That was quite true. 

Q.—You had improved the nucleus 
which had been handed over by the 
North American? A.—Oh yes, very 
much so. 

Q.—Very considerably improved? 
A.—Yes, a perceptible jump. 

Q.—Then, ‘‘Negotiations are being 
concluded for effecting several large 
transactions with employers of labor 
which, it is expected, will more than 
double the business in a short time, 
and the extenson of the company’s 
regular agency force throughout Can- 


ada is being proceeded with.’?’ Were 
such negotiations on foot as were 
spoken of there? A.—Yes. 

Q.—That would be part of the 


struggle towards expansion? <A.— 
Yes, the idea was, if I may be allowed 
to intervene, we thought it feasible to 
join together both the life and the 
accident by the issue of policies of 
two companies concurrently. That is 
to say, a-man could pay a premium of 
a certain amount, and by that means 
secure not only a policy of life in the 
North American, but also accident in 
the Canada Accident, or any other 
company, he could have his choice. At 
that time we were actually in touch 
with several large institutions, es- 
pecially in Montreal, and I think 
also in Toronto, yes, with that in view 
so as to bring them all in, but ulti- 


mately there was no success in that. 


Q.—Then you refer to Provident or 
industrial insurance in Canada. ‘‘In 
1885 industrial insurance was un- 
known in Canada. In 1895 the total 
number of industrial polices in force 
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was 23,345. In 1900 the figures were 
144,601, or over six times greater.” 
A.—That was the information furn- 
ished ; I could not tell you about that. 
That is a matter of research. 

Q.—That information was not with- 
in your knowledge? A.—wNo. 

Q.—It was furnished by whom? A. 
—I expect it was furnished by Mr. 
Evans as being the insurance expert 
in this connection. 

Q.—‘‘Even with this striking in- 
crease we are still far behind other 
countries as regards the proportion of 
our people carrying industrial insur- 
ance.’”? Then there are some compari- 
sons made. I suppose these figures 
also were furnished by someone else. 
“The success attained by the two com- 
panies engaged in the business in this 
country s strikingly shown by the fact 
that the average amount of insurance 
written by these companies in 1900 was 


over five millions, while the average. 


at the same time of 383 companies do- 
ing general insurance was $1,770,000.”’ 
A.—I have no knowledge of that. 
That is all gleaned from the returns. 


Q.—What two companies, Canadian 
companies do you refer to in that? A. 
—The Canadian companies, I take it, 
would be—may I answer the question 
by referring to someone else?—the 
Metropolitan and London Life. 

Q.—Your prospectus then states that 
accurately, ‘‘only one Canadian. and 
one foreign company being actually 
engaged in the business.’?’ Then just 
before I leave the question of indus- 
trial insurance and its vogue in Can- 
ada, your industrial insurance has 
been very largely upon what I would 
call infant lives? A.—Yes. 

Q.—I don’t see any reference to 
that fact in the prospectus? A.— 
Well, I should not like to say now 
without inquiry as to whether we ac- 
tually did cover with the monthly pol- 
icy, children under ten years of age. 
We may have done so, but if so it 
would be regarded as part of the in- 
dustrial. I couldn’t tell you. 

Q.—I do not want to take that up 
now, but perhaps you would go with 
me this far, that there are two opin- 
ions upon the subject of infant in- 
surance? A.—Oh, yes. 

Q.—It would be quite a proper thing 
that if you were asking a man who 
did not know much about industrial 
insurance to put his money into it, to 
tell him about the fact that that would 
cover infant lives if the fact were so? 
A.—That might come up in matters 
of discussion. I don’t suppose it 
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would be necessary to spread that out 
in the prospectus. 

Q.—That is a question that neither 
you nor I can determine? A.—No. 


Q.—But at all events it is not re- 
ferred to in any ‘shape at all, and I 
think from the glance I have given to 
the literature it was never mentioned 
in any of your literature? A.—I 
think not, no, 

Q.—I won’t discuss that question at 
present, but I just. want to get that 
fact. Then you go on to say: “It will 
be seen that this company occupies an 
advantageous position from the con- 
nection it has already formed, and al- 
though on this account the stock 
should command a higher premium, 
the first issue having been over-ap- 
plied for at a premium of 25 per cent., 
it has been decided not to increase it 
at present, but to offer investors a 
further opportunity of acquiring an 
interest by subscribing for the second 
Issue now made of $100,000 at the 
same premium, it being understood 
that any further issues may be sub- 
ject to an increased rate.’? What 
circumstances do you think justified 
the issue at a premium of 25? A.— 
Well, as the value of the business that 
had been acquired. It was a going 
concern, there had been certain ex- 
penditures in connection with it, and 
it could have been sold out at a profit. 

Q.—You mean at this time? A.— 
Yes, to another concern. 


Q.—What do you mean by sold out 
at a profit? A.—The National Agency 
could have turned over this agree- 
ment. 

Q.—I am speaking of the 22nd of 
August; you know you had just got 
the Provident branch from the North 
American Life? A.—yYes, well we 
had the fixed opinion at least in our 
minds that we could have turned over 
that agreement with the North Am- 
erican Life to another company and 
made a profit out of it. 

Q.—What do you mean by made 
a profit? A.—Sold it at an advance. 

Q.—You were paying between four 
and five thousand dollars to the 
North American? A.—Yes. 

Q.—And you could have sold it for 
more? A.—yYes, and for that rea- 


‘son, and looking upon it as an estab- 


lished business we thought ourselves 
perfectly justified in placing that 
stock at a premium. 

Q.—I do not mean at all to say 
or suggest that that was the sole 
consideration, but you were getting 
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for a business which required an im- 
mediate outlay of four or five thous- 
and dollars, and that you could sell 
at a profit above that, you were get- 
ting or had got $125,000 capital sub- 
scribed? A.—yYes, 

Q.—And you were asking for more 
capital, and asking for a premium 
upon that alsoP A.—Yes. 

Q.—What I want to get at is how 
in dealing with what at that time 
was a matter the market value of 
which was probably fixed by the 
agreement between the North Am4 
erican and ourselves, how you could 
justify the payment of a premium? 
A.—Oh well, we thought the busi- 
ness was worth it, that was the only 
justification. I suppose any stock 
that is offered at a premium, take a 
bank that floats and there is nothing 
to show, and asks for a premium, it 
is pretty difficult to substantiate or 
make good their position, but in this 
particular instance we had a substan- 
tive thing to offer. 

Q.—Well then, you were reserving 
to yourselves the right to put a 
higher premium on any other issues. 
That perhaps was not an unjustifi- 
able way of stimulating the investor? 
A.—Quite reasonable. 

Q—.‘‘They are selling at 125 now, 
they are going to charge more in the 
future, I had better snap up this 
stock at 125.’”’ Then you say, ‘It 
may be mentioned that the agree- 
ment with the North American Life 
Insurance Company contemplates sub- 
stantial dividends to the shareholders 
of this company, but the Assurance 
Company shall participate in the pro- 
fits. Special information on this 
point will be furnished on reference 
to the head office.’? Now let us look 
at the clause in the contract to which 
that refers. Take the agreement be- 
tween the two companies? A.— 
Sub-section A of clause 3. 

Q.—‘‘The said agency Company 
agrees to pay the Insurance Company 
a portion of the net surplus accum- 
ulations from the business under the 
following conditions.”’ In the first 
place what is meant by ‘‘net surplus 
accumulations ?”’ A.—Well, that is 
a technical insurance expression that 
I would not like to determine. 

Q.—‘‘A. That no payments under 
this clause shall be made unless and 
until an annual dividend of 10 per 
cent has been paid according to the 
laws of Ontario on the paid-up capi- 
tal stock in the Agency Company.’’ 
Then after such dividend has been 
paid, ‘‘the insurance company shall 
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be entitled to a payment equal to 20 
per cent of the net surplus remaining 
in hand.’’ Then there are certain 
other percentages in following years. 
That is the provision to which you 
refer? A.—Yes. 

Q.—The question whether or not 
your shareholders would get.a divi- 
dend at all, let alone a dividend of 
10 per cent, would depend upon 
whether or not the business were 
made so profitable that there was a 
surplus accumulation at all, there 
must first be a surplus accumulation? 
A.—Under that agreement with the 
North American. 


Q.—Before your people could get 
any dividend there must be a surplus 
accumulation? A.—Yes. 

Q.—Then out of the surplus accum- 
ulation you take until your share- 
holders get 10 per cent?  A.—Yes, 


that is as between the shareholders 


and the North American. 

Q.—Then you pay certain percent- 
ages on the balance to the North Am- 
erican Life? A.—yYes, of course that 
is as to the relationship between the 
two companies. 

Q.—‘‘As no conditions exist which 
necessitates the paying in of all the 
authorized capital of the company, it 
has been decided to eall for only 25 
per cent of the subscribed stock which 
with its proper proportion of the 
premium will make in all 314 per cent 
of the amount subscribed payable at 
the time of the application.’? What 
did you mean by that? A.—At that 
time we did not contemplate calling 
more than 25 per cent. |. 

Q.—You say no conditions exist 
which necessitate the payment? A.— 
Yes, that is just the actual fact. __ 

Q.—Did you mean that no condi- 
tions then existed or did you mean 
that under no condition would it be 
necessary to call up? A.—Oh no, as 
then existing. No one can govern the 
future of course. 

Q.—Of course if you had chosen you 
could have got this 25 per cent. by 
making a call upon the capital you 
already had?» A.—Oh yes. 

Q.—What is the advantage if you 
want $25,000 in issuing $100,000 of 
stock, over making a call upon the al- 
ready subscribed $100,000? Aci 
think that must be apparent. It is a 
more substantial character if the capi- 
tal of a company is $100,000 or $500,- 
000, especially when the stock, is issued 
at a premium it gives it a more sub- 
stantial character, there is no question 
about that, and then if any changes 
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do occur necessitating further calls, 
why then it is available. But at that 
time it was quite clear in our minds, 
and it was the actual fact that we did 
not contemplate that it would be ne- 
cessary to make any further call. ~ 

Q.—Was there this objection to your 
calling up another 25 per cent. upon 
the old stock, that the then existing 
shareholders were under the belief, 
whether rightly or wrongly, that no 
more was to be called up? A.—Oh, I 
don’t think so. I couldn’t say as to 
that. I -think it is the natural se- 
quence of events that a company, desir- 
ing more capital, the shareholders 
rather than call upon themselves to 
pay more will sell more stock and in- 
crease their capital as may be neces- 
ary for that purpose. 

Q.—That is not exactly what I am 
referring to. What I want to get at 
is, had you any reason to believe when 
this prospectus was compared that the 
existing shareholders, the then exist- 
ing shareholders would object to or 
resent a callP A.—Oh no. 

Q.—You had no reason to suppose 
that? A.—No, we didn’t enter into 
the matter. 

Q.—Had you yourself supposed up 
to this time that no further call would 
ever be required in respect of the sub- 
scribed stock? A.—Yes. _ 

Q.—That had been your view? A. 
—Yes. 

Q.—If you had that view it would 
seem to be likely that those who knew 
less about it would be very likely to 
have it too? A.—Oh, very likely. I 
think it was the view of the whole 
Board, all that were then connected 


with the matter, that 25 per cent. , 


would be ample, all we needed. 

Q.—Then the prospectus says: ‘*The 
Directors reserve the right to reject 
or reduce any application, the appli- 
cation carrying with it the obligation 
to accept the reduced amount. If no 
allotment made the amount deposited 
to be refunded.’’? The amount of call 
including the premium on one sthre 
amounting to $100 is $3,125? A.— 
Yes. 

Q.—And that would be arrived at by 
adding the capital and premium to- 
gether and dividing by four? A.— 
Yes. 

Q.—Then you put extracts from the 
financial statement presented at the 
first general meeting. That I will 
take for the moment just to see the 
collocation of these items. Is the fin- 
ancial statement put before the first 
meeting? A.—Yes. 

Q.—The first statement says, re- 
ceipts, share account, capital, $37,175. 
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Interest and premiums on_ stock 
$8,026.98. 

Receipts Provident branch $5,276.90. 

Or a total of $50,478. 

That is put here, ‘‘Receipts in- 
cluding capital $50,478.88." ~ 

The expenditures you have put at 
$19,153.69. 

And those amounts are, organization 
expenses, $4,137.41. 

North American Life transfer 
$8,664.07. What is that? A.—That 
is the amount we paid to the North 
American. 

Q.—Claims on policies $500.31. Ex- 
penses $1,663.64. Expenditures pro- 
vident branch $4,218.26. A.—Those 
are the items in the account. 

Q.—What were those organization 
expenses? A.—Well, those are the 
costs I take it of obtaining subscrip- 
tions, and the letters patent. 

Q.—Promotion expenses? A.—Pro- 
motion expenses; fees. Too Yow from 
my point of view. 

Q.—Then your assets are put at 
$50,011.18. How was that, if you had 
only received $50,000 and expended 
$19,000, how could your assets be $50,- 
000? A.—They speak for themselves. 

Q.—How does that strike you. Your 
total receipts were $50,000, your total 
expenditures $19,000; how did you 
have assets on hand to the tune of 
$50,000 still left? A.—Well they ap- 
pear by the book, the statement. 

Q.—“‘By life insurance branch.’’ 
What does that mean? A.—I take it 
that is premium account. 


Q.—What do you mean by premium 
account? A.—Premiums deferred or 
maturing on the Provident branch I 
take it. I am not clear on that. 

Q.—You are not clear about that? 
A.—No. 

Q.—Then the organization expenses 
appear there as an asset? A.—Yes. 

Q.—At all events it appears there. 
Then you have office furniture and 
supplies; cash value of life policies; 
bills receivable; what are those, in 
connection with the stock? <A.—Yes, 
probably that is it. 

Q.—Cash reserve with the North 
American Life, $7,000? A.—Yes. 

Q.—Then certain bonds and cash in 
bank making a total of $50,000. I 
shall have to criticize that later. At 
all events that is what you put here. 
Liabilities, excluding capital $11,000, 
surplus $38,592.86. Now with that in 
that form upon the prospectus you had 
received from all sources including 
capital $50,000 odd; you had expended 
over $19,000 of it. You had assets to 
the extent of $50,000, and liabilities 
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excluding. capital, to the extent of 
$11,000, and this prospectus states 
that you had a surplus on hand of 
$38,592. Would that have any refer- 
ence or connection whatever, would it 
bear any relation whatever to the ex- 
pression, ‘‘net surplus accumulations’’ 
in the agreement between the North 
American Life and the National 
Agency? A.—Well, I would not like to 
venture an opinion on that. I think that 
would be rather an actuarial matter. 
I might be inclined to think that any 
surplus on hand came from net accum- 
ulations, but an insurance man might 
think me quite wrong there. 

Q.—I won’t press you if you really 
say that you do not feel able to ex- 
press a view about that? A.—Yes, I 
would rather not. 


Q.—Do you say you do not feel able 
to express a view? A.—Yes, I don’t 
feel able to express a view on that as 
to the actual meaning of that expres- 
sion, whether the net surplus accumu- 
lations referred to in the agreement 
have any connection whatever with 
the surplus which is the difference be- 
tween your assets and liabilities? A. 
—Just let me say this, that expression 
was arrived at between Mr. McCabe, 
who was such a well known insurance 
expert, and Mr. Evans, and others 
under the first agreement, and the 
second agreement was merely an echo 
of the first. I as a lawyer would not 
like to interfere with the phraseology 
adopted by an insurance expert. 

Q.—I quite appreciate all that, but 
with the experience which you have 
acquired in the yast five years, you are 
not able to say whether in your view 
the surplus referred to in this pros- 
pectus has any connection whatever 
with the thing which is described as 
net surplus accumulations in the agree- 
ment? A.—No, I could not say. I 
have no view on the subject, never 
thought of it. 


Q.—You have no view on the subject 
at allP A.—No. 


Q.—Then I acecpt that and pass on. 
That was then the prospectus issued 
upon the meeting of the 22nd of Aug- 
ust authorized by the resolution of the 
Executive to which I have referred. 
Now another matter took place at that 
meeting as to which I wish to ask a 
question. On the same page 4 there 
is this statement made: ‘‘Accident In- 
surance. The General Manager also 
reported having visited Ottawa and 
Montreal, where he interviewed the 
General Manager respectively of the 
Canadian Railway Accident Insurance 
Company and the Canadian Accident 
Insurance Company, for the purpose 
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of arranging an agency so as to pro- 
vide an accident and sickness insur- 
ance to work in conjunction with the 
Provident business in accordance with 
the resolution in that confection 
passed at the late general meeting of 
the shareholders of the company. Ne- 
gotiations are still in progress.’’ Is 
that what you had reference to a few 
moments ago when you speak of the 
desire that was then felt, the inten- 
tion that was then entertained of 
working the two kinds of insurance 
together? A.—Yes, that is what I 
meant. 

Q.—Did it occur to you that that 
might be a violation of the Insurance 
Act, which prohibits any company 
from doing two kinds of insurance? 
A.—No, but one man can be agent for 
the two different classes. That is 
treating the National Agency as an 
individual it. would have a_ perfect 
right, and the letters patent contem- 
plated that. 

Q.—The letters patent contemplated 
that of course, but what you were do- 
ing according to what you told me— 
the matter speaks for itself, and I do 
not want to argue with you at all 
about it—but the essence of what you 
were doing was to carry on the busi- 
ness of life insurance? A.—Oh yes, 
that is what it would practically 
amount to. 

Q.—Then if you made a similar ar- 
rangement with an accident company 
you would be carrying on an accident 
insurance P A.—Certainly. As an 
agent. 

Q.—You would be carrying it on for 
the benefit of your shareholders? A. 
—Oh yes. 

Q.—And as owner? A.—Not owner 
of the accident. That was not con- 
templated. There was an agreement 
you have seen made with the Canad- 
ian Accident Company, that was the 
only consummation of the matter. 

Q.—Do you see any objection to an 
insurance company which is doing life 
insurance, acting as agent? I am put- 
ting it expressely, an insurance com- 
pany. An insurance company doing 
life insurance and acting contempor- 
aneously out of the funds of its share-— 
holders as agent for an accident in- 
surance company, would you think 
that in accordance with the law? A. 
—TI should not like to stand here as a 
Judge and give an opinion as to what 
that is, but as a matter of business 
it would not seem to be improper that 
one company should act as agent for 
both classes of business. 

Q.—That again, you will agree with 
me I am sure about this, is a clear 
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question of statutory power? A.— 
Exactly so. 

Q.—And that, as you have very pro- 
perly reminded me, someone else must 
determine; neither you nor I. Then I 
want to ask you a question or two 
with regard to a minute of the Execu- 
tive at page 12 on the 12th of Febru- 
ary, 1902. The following certificate 
of the Auditor was read, namely, ‘‘I 
have examined into the business which 
has been done since the formation of 
the company and the prospectus of 
business for the next two months, tak- 
ing the basis of the present business, 
I would think that the company will 
be safe in declaring a half-yearly divi- 
dend payable at the end of March, 
1902, at the rate of 10 per cent. per 
annum. Signed George Clay, Audi- 
tor.”? Are you able to tell us under 
what circumstances the auditor gave 
that letter? A.—I had requested that 
-the matter should be submitted to the 
auditor to see whether a dividend 
could reasonably be paid. 

Q.—Why had you done that? A.— 
I was not sufficiently familiar with 
the accounts and I had not fixed in 
my mind that we had arrived at that 
point where we could properly. _ 

Q.—How did the. idea of dividend 
occur to your? A.—Well we wanted to 
pay a dividend if we could. 

Q.—Why? <A.—Our shareholders 
were looking for it, naturally and they 
thought the business, whenever any 
of them mentioned the matter, that 
was being done would warrant it. 

Q.—Of course when I speak of share- 
holders I make a difference between 
the ordinary shareholder and the Di- 
rector; the shareholders would have 
no knowledge about that at allP A.— 
They would have more knowledge 
about it than we think. 

Q.—You would not expect a share- 
holder, say Mr. Tucker, or I think a 
Miss somebody, you would not expect 
an ordinary shareholder to know as 
much about the inner workings of the 
company and the profits it was making 
as the Directors in charge of it? That 
stands to reason? A.—Naturally so 
of course. 

Q.—Then they were looking for a 
dividend, there is no doubt about 
that? A.—Exactly, and we wanted to 
accommodate them if we could. 

Q.—That would be a good thing for 
the floating of the balance of your 
stock? A.—Oh no doubt. 

Q.—And therefore you set about the 
inquiry whether or not the affairs of 
the company were such as to warrant a 


dividend? A.—yYes. 


is) 
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@.—Then do you remember any dis- 
cussions upon the subject between 
yourself and Mr. Evans or Dr. Milli- 
champ at all? A.—Excepting that. 

Q.—Leading up to these instructions 
to the auditor? A.—No. Excepting 
that it had always been before the 
minds I think of all of us that a di- 
vidend should be paid when we could, 
as soon as we could, and it came up, 
I couldn’t say from whom, at the meet- 
ing that the time had arrived when 
a dividend might properly be paid, 
but as President of the Company it oc- 
curred to me that before any dividend, 
it being the first move of that kind, 
we should certainly submit it to. the 
auditors. I am not familiar with the 
accounts, I had nothing to do with the 
matter of book-keeping and so on and 
I wished to be fortified at any rate 
in my action by the certificate of the 
nee who should know how that might 

e, 

Q.—Therefore you had this certifi- 
cate from him. Now will you offer, 
before I do, any criticism upon the 
principle upon which Mr. Clay has 
made that statement? A.—I think I 
understand what you mean. I had 
not considered it really, but since you 
have read it, he says, ‘‘Examined the 
business which has been done since the 
formation of the company and the 
prospectus of the business for the next 
two months taking the basis of the 
present business I would think the 
company would be safe in declaring 
a half-yearly dividend payable at the 
end of March, 1902.” This was in 
February. FEvidently by that he con- 
templated that there would be suffi- 
cient receipts in hand by the company 
during the month of March, unless’ 
some unforeseen accident happened 
that would enable the company to pay 
a dividend at the end of that month. 
That was about 7 weeks ahead. 

Q.—I asked you whether you would 
offer a criticism upon that principle, 
that method, before I did? A.—I 
suppose the criticism would be on the 
propriety of taking into account the 
prospective business? 

Q.—Yes. A.—Perhaps that is the 
view that occurred to me when I had 
asked his certificate on the subject. 
It may be a matter of opinion. 

Q.—What would your opinion be as 
to the propriety of that? A.—Well 
the character of the business would 
enter somewhat into that. I suppose 
under ordinary circumstances it would 
not be proper to anticipate receipts, 
but there are some businesses where 
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you can be sure reasonably that the 
receipts coming in during a certain 
period, from which you get promises 
to pay, so to speak, at the end of that 
period. 

Q.—Then you approbate and repro- 
bate? A.—Put it as you like; I 
couldn’t say. 

Q.—You do not think it is right in 
principle to declare dividends out of 
anticipated profits do you? Ao] 
should not like to do so under ordin- 
ary circumstances. 

Q.—What is the essential thing in 
the declaration and payment of divi- 
dends in this Province? A.—I take 
it that there is first of all a balance 
in hand, that there are profits and 
that the capital will not be cut into. 

Q.—There must be no encroachment, 
that is a foundation principle, upon 
capital P ~A>—Yes: 

Q.—Your capital must be unim- 
paired? A.—Must be intact. 

Q.—And what you pay must be paid 
out of profits? A.—Yes, out of accre- 
tions of some sort. 

Q.—Then I think, Mr. Symons, that 
upon that certificate a balance sheet 
was prepared and a dividend was in 
fact paid? A.—Yes. 

Q.—And this is given to me as a 
copy of the balance sheet and I have 
examined it, so we will perhaps be 
able to discuss these items without in- 
terfering with the gentlemen who are 
at the books. February 12th, 1902. 
I am going to ask you about some of 
these assets. This is the Board of Di- 
rectors’ minute book, and it is under 
date February 12th, 1902? A.—Yes. 

Q.—And it is headed, ‘‘Audited 
summary of assets and liabilities.’’ 
Perhaps you would rather take this 
copy; Mr. Evans is not to be con- 
eratulated upon the clearness of his 
handwriting. We can perhaps read 
this copy better. The first item in the 
assets is ‘‘Organization expenses 
$4,000.’ To what does that refer? 
A.—That refers back again to the 
original expenses of organization and 
promotion. 

Q.—Will you tell me upon what 
theory—beeause you said that was a 
proper asset a while ago—you make 
organization expenses which have been 
paid out, an asset of the company 
which succeeds to the promotion? A. 
—Well, it is a part of the cost of the 
business and if you were selling out 
a business you must necessarily. take 
into account I suppose the cost of ac- 
quiring the business, the organization 
would be proper there; whatever fees 
and expenses had been incurred in 
that connection must be added into the 
cost and treated as part of the assets. 
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Q.—Then under all circumstances, 
what a thing has cost you is to be put 
into the statemnt of assets? A.—It 
has to be taken into consideration. 


Q.—As an element of valueP A.— 
Yes, it is not something you can put 
on the table and show but it is an ele- 
ment of value; I suppose that is the 
justification in all these statements. 


Q.—That is the justification if there 
can be a_ justification ? A.—Yes, I 
would sooner see it wiped out, person- 
ally, but accountants tell me ‘that the 
item must not be lest sight of, that is 
the way they put it. It is an actual 
outlay and should be added to the cost. 


Q.—I agree with you when you are 
computing what the cost is, but when 
making out a statement of assets it 
may be another thing. Of course you 
will agree with me, will you not, that 
in this particular case those organiza- 
tion expenses were an out-go which had 
taken place and which never was in- 
tended to be recouped? A.—There 
was no intention to recoup it. 

Q.—Then there are some items which 
T pass over until I come to bills receiv- 
able. What would that be? A.—I take 
it that would be shareholders’ notes. 

Q.—For stock and premiums? A.— 
Yes. 

Q.—Then bonds $12,000? A.—Those 
would be those Port Hood’s and Que- 


wbee Street Railway bonds. 


Q.—$5,000 and $7,000 respectively? 
Age =Y.683 

Q.—Then there is an item in assets 
of contingent premiums, which was 
explained partially at all events by 
Mr. Evans yesterday. I would lke 
your statement with regard to that? 
A.—Well, that is an item that we al- 
ways Vea a considerable amount of 
discussion on. As a layman I should 
wonder at such an item. 

Q.—Look at it from the point of 
view of the layman who is in the wit- 
ness box. What do you say about that? 
A.—Well, I think that layman would 
sooner defer to the mam of experience 
in those matters. I would not like to 
say it was wrong. It might be another 
item that I would prefer to see wiped 
out if I could, because it is in future. 

Q.—That is the essence of it, 16 lis 
contingent and in the future? A.— 
be 

Q.—It is not an asset in hand? A. 
wera might be collected and it 
might not. If it is collected then it 
is made good. 

Q It as" not: a birdin “the hand, 
far 83 or 4 birds in the bush? A. ee 


actly. 
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Q.—And whether you may _ shoot 
them or not, depends? A.—Yes. 
Q.—You would not if you were pre- 
paring a balance sheet of your own, 
without assistance from anyone else, 
put any such item in? A.—Then they 
might complain of my balance sheet. 
Q.—Supposing no one had to criti- 
cize it but yourself, if you were doing 
it to arrive at your own position? A. 
—Oh, it I was not an insurance man 
and I was arranging my balance sheet, 
such an item might escape my notice. 
Q.—If you were honestly desiring 
to ascertain your own financial posi- 
tion would you put any such item as 
that, based upon any, such contin- 
gency as that, among your assets? A. 
—I might from this point of view; if 
I was endeavouring to ascertain the 


value of my own personal business I 


would have to take into account what 
that good will was, which might also 
be considered as something that is con- 
tingent and not a tangible asset as it 
were, but it is an accretion. 

Q.—Now you have got away from 
me altogether, and you must come 
back please and stay with me just for 
a moment. I am asking you whether 
you would if you were sitting down 
to ascertain what your financial posi- 
tion is to-day, what your assets and 
liabilities are to-day, would you add 
the income you hoped to make next 
year? A.—Do you mean,as an insur- 
ance man? 

Q.—No, as Mr. Harry Symons, try- 
ing to ascertain his own financial posi- 
tion to-day? A.—As far as I know 
there is nothing in sight. 

Q.—What would you do? A.—OhI 
could not take into account in my own 
private affairs what I expected to 
make during the next year. 

Q.—That is the answer I quite ex- 
pected from you. You understand 
that to be premium in respect of busi- 
ness not yet even written? A.—No, 
I understand that to be contingent 
premiums on business already written. 

Q.—There are besides this deferred 
and outstanding premiums of $8,323? 
A.—That is just where the difficulty 
comes in. I cannot claim that I know 
the difference between those two items. 
Of course if that contingent premium 
means on business yet to be written, 
then that might be looked upon as an 
approximation, assuming you keep all 
your staff together and keep down to 
work. | 

Q.—At all events if that means pre- 
miums on business not yet written it 
would fall within the—I was going to 
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say the vice, but I do not want to use 
that language—it would fall within the 
erroneous principle which you have de- 
clared to be erroneous, that you must 
not put next year’s income into this 
year’s statement of assets? A.—That 
is in my private accounts, but I don’t 
know how that might govern in insur- 
ance. 

Q.—I do not suppose in making up 
a statement of the present assets and 
liabilities it can make any difference 
whether it is an individual or an in- 
surance company. The next matter I 
ask you about is, ‘‘Cash with the North 
American Life.’’ That is the cash for 
the reserve? A.—Yes, well, that we 
treated as a deposit. 

Q.—Then, mortgages held by the 
company I pass over. Deferred and 
outstanding premiums less 15 per cent. 
for collection? A.—That is evidently 
on current business. 

Q.—That is premiums which have 
not yet been received but which you 
are entitled to receive if the insured 
carries out his contract? A.—Yes. 

Q.—Then that gives you the total 
assets according to that way of look- 
ing at it of $67,957:06 on the 12th 
February, 1902. Then let us pass to 
the labilities. You had $50,825 of 
capital paid up? A.—Apparently. 

Q.—That was par, not premium of 
course? A.—Yes, that is par. 

Q.—That was the proportion of the 

moneys you had received which was 
applicable to the par value of the stock 
as distinguished from premium? A. 
Yes. 
Q.—That then was apparently a pro- 
per liability. Then contract liabilities, 
what do you take that to be? A.— 
TI couldn’t say at the moment. 

Q.—Can you by assistance from Mr. 
Carrie. find that out? A.—No, Mr. 
Carrie was not in the company at that 
time. Mr. Evans would know. 

Q.—Then, Mr. Evans, what is con- 
tract liabilities $10,987 ? 

MR. EVANS: I think that was the 
reserve Mr. Shepley, the amount cal- 
culated to be the reserve on the busi- 
ness at that time for the North Ameri- 
can. 

Q.—Would that include the reserve 
in respect of which the North Ameri- 
can was holding the $$8,078.13? 

MR. EVANS: Yes, the difference 
between those two would probably ac- 
count for the premiums outstanding. 

Q.—Then I think I understand that 
and that seems to be satisfactory. 
Then I ‘have taken the liberty of re- 
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writing that, Mr. Symons, with cer- 
tain items excluded. I have excluded 
the organization expenses and the con- 
tingent premiums, and I have exclud- 
ed for the present at all events de- 
ferred premiums. That leaves a total 
of assets of $35,677.08. You see that? 
A.—Yes, in your statement. 

Q.—I have not excluded anything 
that you have among your liabilities 
as they are now explained. That 
makes a total liability just as it was 
in the company’s statement, of, $61,- 
812. You see that? A.—yYes. 

Q.—Or a deficit of $26,134.92? A. 
—There would be an apparent deficit 
with those items you have detailed 
left out. 

Q.—And if we only exclude the or- 
ganization expenses and the contin- 
gent premiums, giving the company 
the benefit of defererd premiums 
$8,323.98, there is still a deficiency 
of $17,810.94? A.—That is your fig- 
ures, yes, that is right. 

Q.—Now am I right in saying that 
upon that statement audited by Mr. 
Clay, the Board did declare and pay 
a dividend of 10 per cent.? A.—Yes, 
they did. That is at the rate of 10 
per cent. 


Q.—Now with the manifest and al- 
together laudable anxiety that you 
felt with respect to the propriety of 
paying this dividend, how did you 
come to assent to its payment under 
circumstances which appear to have 
been so doubtful? I think you are 
entitled to make an explanation about 
that fully if you please? A.—Well, 
J did not think myself competent to 
dispute the auditor or for instance 
with Mr. Evans, the propriety of put- 
ting in those items of contingent pre- 
miums and so on. I thought rather 
that I should be governed by them, 
that I should have been in error pos- 
sibly if I had not acted upon their 
views as to those items. That may 
or may not have been right but it 
was done in good faith. 


Q.—I am not questioning that at 
all at present. I am trying more to 
get at the facts. Do you say that 
your own view was overborne by the 
others? A.—Yes, any views I had 
of the subject were not in accord, 
I may say that, but in deference to 
what I considered to be the expert 
opinion on such subjects I naturally 
gave way. 

Q.—The question was an important 
one? A.—Yes, it was important and 
that is one reason that led sup to that 
certificate. I was not satisfied. 
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Q.—On the one hand your share- 
holders would have been disappointed 
—that is putting it mildly—if they 
had not got a dividend; they were 
expecting and pressing for a divi- 
dend. On the other hand there was 
the great danger of dipping into capi- 
talP A.—If those items had to be 
disallowed, then you would dip into 
capital. But in addition to that. cer- 
tificate, when the dividend was de- 
clared I required that the Directors 
should assume personal responsibility 
by giving their note for the amount 
of that dividend and let that matter 
be determined later on and if it was’ 
found that the dividend had been im- 
properly declared then the Directors 
would have had to make it good. 

Q.—What became of the notes af- 
terwards as a matter of fact? A.— 
They were ordered to be delivered up 
to be cancelled. | 

Q.—By the shareholders? A.—The 
shareholders were satisfied. 

-&).—The shareholders, at a general 
meeting? A.—Yes. 

Q.—Approved of everything that 
had been done? A.—Yes. That was 
ordered to be delivered up by a spe- 
cific resolution. 

Q.—The shareholders had got their 
dividends, and they took the view 
that the auditor had taken, that they 
had got dividends that were not out 
of capital? A.—Exactly. 

Q.—If they were out of capital, that 
did not prevent it from being taken 
out of capital; it might prevent the 
shareholders from objecting, but it 
would not prevent the depletion, of 
capital? A.—If those items are 
wrong of course, but I did everything 
that was possible at that time to 
protect everybody. 

Q.—Then perhaps the shareholders 
who were there and understood and 
assented would be bound by it;-the 
shareholders who were not there and 
did not know anything about it would 
not be bound by it of course? A.— 
That is a matter of law. 

Q.—It was not very long after that 
before you had another statement, 
which was not apparently laid before 
the shareholders, but which found its 
way into the minutes of the Directors 
at page 12. Whose handwriting is 
that? A.—That is Mr. Clay’s. 


Q.—Do you know what was the ob- 
ject of preparing that? A.—No, it 
probably arises in connection with the 
formation of an independent life 
company. 
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Q.—What is the minute about the 
formation of an independent life com- 
pany? This is the minute of the 
Board meeting? A.—Yes. 

Q.—It seems to have been presented 
and it is authenticated by your sig- 
nature upon the side of it? A.— 
Yes, that was presented. 

Q.—This is headed ‘“‘estimated 
statement of liabilities and _ assets 
March 21st, 1902.’? The first asset 
is “By contingent premiums, ten, 
months.” That would be the same 
item that we were speaking about 
before? A.—Yes, the same character 
of item. 

Q.—‘‘Deferred premiums less 15 
per cent.’? That would be of the same 
character also. Organization  ex- 
penses $3,900. The item indicates 
that 5 per cent. has been deducted 
from the $4,100 odd which were the 
organization expenses? A.—Yes, we 
wrote off 5 per cent. 

Q.—That would be on the theory 
of gradually making that disappear? 
A.—Yes, I should say so. 

Q.—That would seem reasonable to 
me? A.—Oh yes, I should say so. 


Q.—Although it turned out that aft- 
erwards that was departed from and 
it went climbing up. Then furniture 
and supplies, policy loans, mortgages, 
bonds, bills receivable; will that be 
all the same? A.—The same thing. 

Q.—That is payments by sharehold- 
ers? A.—Yes. : 

Q.—Cash with the North Ameri- 
can is the same item? A.—Yes. 

Q.—Cash in banks, and cash in 
hand. The total assets according to 
this statement are $93,436.14. Then 
the liabilities are, paid up capital 
$76,375. Contract, I suppose’ that 
means the same as the other? A.— 
Yes. 

Q.—Reserve. $12,000. 
ably anticipating what we would have 
to put up at the end of the year, the 
difference between 8 and 12. 

Q.—The total being $88,375, leav- 
ing an apparent surplus of $5,061.14. 
That apparent surplus was a little 
over $1,000 less than the surplus 
shown in the statement of February 
12thP A.—yYes, just about $1,000. I 
take it that that arose by reason of 
the increase in the item of contract 
liabilities. 
~ Q.—Now I have done the same thing 
with this as with the other account. 
I have re-written it excluding the 
organization expenses, the contingent 
premiums and the uncollected and de- 
ferred premiums, and that method of 
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dealing with the matter leaves a de- 
ficiency of $27,548.86? A.—Yes, with 
those items left out. 

Q.—With the uncollected and de- 
ferred premiums, if you allow those 
as.an asset it still leaves a deficiency 
of about $17,000? A.—That is right. 

Q.—And that deficiency is about 
the same approximately as the defi- 
ciency shown by the same method on 
the account drawn on the 12th of 
February? A.—Yes, there is no sub- 
stantial difference. 

Q.—Then I go to the next time at 
which I find the assets and liabilities 
of your. company to have passed un- 
der review in your Board. Turn to 
page 20 of that minute book. You 
see there an estimate of assets and 
liabilities on the Ist of June, 1902? 
A.—The same character of items. 

Q.—The first item of assets shows 
a large increase in the contingent 
premium fund, $25,365.72. Then 
notes bearing interest, I suppose 
those are the notes given? A.—The 
same thing. 

Q.—I suppose those are two assets. 
Then the deferred and outstanding 
premiums have also mounted up, 
$12,522.58. Then the organization ex- 
penses have been written down to 
$3,600? A.—Yes. 

Q.—And the office furniture seems 
to be only an estimate of course? A. 
—That would be increasing. The staff 
was increasing. It was a very con- 
siderable item. 

Q.—Then there were advances to 
agents, secured. What does _ that 
mean? What it says I suppose? A. 
—Just exactly. 

Q.—And secured. may mean? A.— 
By their notes or contracts. 

Q.—Ledger balances $552.23, what 
would that mean? A.—I  couldn’t 
give you that unless there were-some 
current accounts not closed. 

Q.—Interest accrued’ $300. That 
would be upon what? A.—A Bank 
balance, or something like that. 

Q.—Loans on policies; bonds. They 
have gone up to $22,000. Do you 
know what bonds were added? It was 
$12,000 before? A.—Hadn’t we pur- 
chased the Sault Ste. Marie bonds? 

Q.—Perhaps so? A.—I think very 
likely. : 

Q.—The Sault bonds were $10,000 
were they? A.—Likely, yes. 

Q.—Then very likely those had been 
purchased in the meantime. Then 
cash in banks, and the old reserve 
in the North American Life. Then 
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you show a capital stock paid up at 
that date of $84,650? A.—Yes. 

Q.—Contract liabilities, which we 
understand now to be reserves, in- 
cluding the amount necessary to pay 
bonds held by the North American 
Life? A.—yYes. 

Q.—$12,000. Accounts outstanding 
$300. ~That is little debts the com- 
pany owes? A.—Small things, yes. 

Q.—That shows a surplus of $5,580.- 
83. That also I have re-written in 
the same fashion. Your assets, treat- 
ing them in the same way, amount 
to $61,042.53. Your liabilities $96,- 
950. Leaving a deficiency of 
$35,907.47. From which if you take 
away the deferred premiums, leaving 
them as assets, you have a deficiency 


of $27,885? A.—$23,385. 


Q.—You are right. A.—That is 
assuming that we should disallow 
those disputed items. 

Q.—Oh quite, but giving you the 
pense of the deferred premiums? A. 
—Yes. 

Q.—Then turn to page 28. You 
seem on the 80th of August to have 
had another statement presented of 
assets and liabilities which is certi- 
fied by the auditor? A.—yYes. 

Q.—I call your attention to this, 
and ask for an explanation if you 
can give it to me. Apparently your 
auditor’s or bookkeeper’s method, the 
method of any person who was re- 
sponsible for this statement, was al- 
tered, when the statement of August 
was made? A.—It would seem so. 

Q.—It seems to be based on an en- 
tirely different principle? A.—Yes. 
I suppose that might be said to have 
been done without any question of im- 
propriety regarding former accounts. 
It is a matter of system. 

Q.—Yes, I am going to point out 
a very good and valid reason for 
making this. At that time on the 
30th of August, 1902, the Union Life 
a been formed? A.—Yes, August, 
1902. 


Q.—And your company had _ sub- 
scribed for practically a million of 
stock in that company? A.—Yes. 

Q.—And had paid $100,000P A.— 


Yes. 
Q.—And a premium? A.—Yes. 


Q.—And the business which you had 
been carrying on, the Provident busi- 
ness had been transferred to the 
Union Life? A.—Yes. 

Q.—So that what your company 
then was dealing with as property was 
its ownership of the Union Life? A. 
—Yes. 
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Q.—Properly therefore the first as- 
set that you have in the account is 
$147,375, being the stock that you then 
held in the Union Life? A.—Yes. 

Q.—That you put at what it cost 
you? A.—TI think that is the cost. 

Q.—Before leaving that item I want 
you to explain to me or see whether 
we cannot together get to an explana- 
tion of how that was paid out, in what 
form and in what sums, and. so on. 
This is the journal of the Union Life 
Company, and you see there $16,670.83 
in stock premiumsP A.—Yes. 


Q.—The significance of that is that 
your company, the National Agency 
Company, was putting up by way of 
premiums in respect of this particular 
transaction, $16,670.83? A.—Yes, 
that is premium on stock. 

Q.—Then as to capital, your com- 
pany was putting up $31,591.67? =A. 
—Yes. 

Q.—And the seven directors were 
putting up $250 eachP A.—Yes. 

Q.—Making a total fund of $50,- 
012.50? A.—Yes. 

Q.—That was not paid in cash was 
itP A.—It was either cash or we 
handed over the municipal debentures 
I think. 

Q.—No, the municipal debentures 
are another transaction which I will 
come to. These are the items which 
total up $12,000 and so on. _ So ap- 
parently what the Union got as equi- 
valent for $50,000, which was to be 
paid in cash was accounted for on 
items of property set out here in de- 
tail to the extent of the same sum 
$50,012.50? A.—Yes. 

Q.—In the first place it got the as- 
set which is called North American 
Life reserve $8,078.03. Then it got 
$1,409.30. Do you know what that 
wasP A.—No, I don’t know. I have 
no familiarity with the accounts. 

Q.—That seems to have been after- 
wards paid so that is a proper enough 
asset to have there. Then interest 
accrued, $176.70. Furniture and fix- 
tures $3,200. Supplies and printing 
$1,366.95. Cash value of life poli- 
cies $207.90. Premium on a particu- 
lar policy No. 5,599, $37.00. Policy 
loan $51.00. Organization expenses 
$607.28. A small item of supplies and 
printing, $45.69; travelling expenses 
$100; commission $34,732.05. Total 
$50,012.50, the equivalent of these 
sums we have been speaking about. In 
other words the National Life handed 
over in discharge pro tanto of its obli- 
gations in respect to this stock sub- 
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scription, its assets? A.—I would 
not like to say that or not. I don’t 
think it is a matter that I have had 
anything to do with. I may say this. 
that there is another matter to be 
taken into consideration there; it is 
within my recollection that the Super- 
intendent of Insurance at the time of 
the application for the license had re- 
quired that that $62,500 would be 
shown in cash and for that reason 
should pass through our bank books, 
but whether that $50,000 formed any 
part of that I don’t know. 


MR. CARRIE: It does not. 


MR. SYMONS: It does not? Then 
I am quite a stranger to the books. 

Q.—But that seems to be the signi- 
ficance of the entries here? A.—Yes. 

Q.—Then, furniture and fixtures, 
that means that the National Agency 
Company? A.—Turned over all their 
office furniture. 

Q.—And the same with the supplies 
and printing? <A.—Yes, exactly. 

Q.—Cash value of life policies? A. 
—That is a policy we had taken over 
from a shareholder. 

Q.—Then premiums? A.—That was 
to keep that alive. I think it was the 
same policy. 

Q.—That is something that you 
passed over the right to collect? A. 
—Yes. 

Q.—Then organization expenses? A. 
—I think that is the cost of obtaining 
the Union Life charter. The only 
fault I have to find with that is that 
it-is too cheap. However, we put it 
in practically at actual cost. 

Q.—That you passed over or charged 
up against what you were supposed to 
be paid. Then there is another item 
of supplies and printing, probably 
something that was omitted from the 
first, a small item. Then travelling 
expenses, what was that, in connec- 
tion with the charter too? A,—I 
don’t know what that would be. 

Q.—Then what is this item of com- 
missions? A.—That is a matter I 
have no information upon. 


MR. CARRIE: That is the amount 
that the Union Life paid the National 
Agency for the cost of their business. 
In other words the salaries, special sal- 
aries paid out of the agents for ob- 
taining-the books that were already 
on the company’s books for the pre- 
ceding six months, that was reckoned 
or allowed to be the special salary paid 
for the cost of the books they were 
taking over, the cost of the business. 

Q.—That is called commission ; why ? 
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MR. CARRIE: Because it was com- 
mission paid to the National Agency 
for the cost of their business. 


MR. SYMONS: That is the price. 


MR. CARRIE: Yes, the price the 
National Agency paid for the business. 
Set forth in the agreement. 

Q.—Then Jet us see the agreement. 
The first paragraph of the agreement 
says that the fixed and ascertained 
value of the Provident business here- 
tofore mentioned, together with the 
policies now in force and the full bene- 
fit and advantage of the same, together 
with agencies, books, contracts, etc., 
relating thereto and the leases of the 
premises now occupied by the Agency 
Company in Toronto and elsewhere, 
shall be and is hereby agreed to be the 
sum of $34,732.05, which sum _ the 
Union Life agrees to pay to the Agen- 
cy Company in the manner herein 
provided. Now who made this agree- 
ment? A.—Who drew it? 

Q.—What persons made it? A.— 
Mr. Evans, acting on behalf of the 
Union Life, and I, acting on behalf of 
the National Agency. 

Q.—You both Directors of both com- 
paniesP A.—Exactly. 

‘Q.—Then you acted for the Nation- 
al Agency Company and Mr. Evans for 
the Union Life? A.—Yes. 

Q.—And you sat down and made this 
bargainP A.—Yes. 

Q.—This $34,732.05, how did you ar- 
rive at that? A.—That is a matter 
J cannot recollect. 

MR. CARRIE: That was 15 times 


- the monthly premiums in force at that 


time. 

MR. SYMONS: I remember there 
was a discussion as to the number of 
times. We had always been under tho 
impression that the seven times paid 
to the North American was a_ low 
amount, taking into consideration the 
persistency of that business at that 
time. We had been under the impres- 
sion for sometime, under the agree- 
ment we made with the North Ameri- 
can originally. that that price of seven 
times was a very low price. It suited 
them to turn it over at that rate. It 
only meant seven months’ premiums, 
and Mr. Evans had quoted to me the 
prices that had been paid by other 
companies for taking over similar bus- 
iness, such as the Johns Hopkins had 
paid for some other company, or the 
Metropolitan had paid, those amounts 
being practically common property an“ 
we thought the fair adjustment would 
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be in the neighbourhood of 15 times. 
Tt was brought up as high at one time 
as 20 or 25 times. 

Q.—What ‘figures were being sug- 
gested by Mr. Evans as transactions 
that he knew? A.—There were sug- 
gestions of I think as much as 100 to 
200 times the weekly indemnity busi- 
ness, that is the straight industrial. 
Divide those by four to get the month- 
ly. Those were quoted as instances of 
prices which companies doing business 
were willing to pay for the turning 
over of business of that kind. It 
came down ultimately to what might 
be termed a fair and _ reasonable 
amount. 

Q.—Mr. Evans was the buyer and 
you the seller? A.—Yes. 

Q.—Mr. Evans was bringing forward 
the instances where much larger sums 
had been paid? A.—Yes. 

Q.—One would have thought it 
would be you who would be taking 
that position? A.—Well he was quot- 
ing all the figures, we were discussing 
the matter. 

Q.—With respect to which you were 
practically in his hands? A.—Oh 
yes, had to be. 

Q.—And in the result you arrived 
at a ratio which was twice as great as 
the ratio upon which you had bought? 
A.—Yes. 

Q.—Why was it necessary, inasmuch 
as your company held all the stock in 
the Union Life, to go through this 
form at all of fixing a value upon 
this? A.—Well it could not be deter- 
mined as to what would be the ulti- 
mate outcome of the Union Life. Stock 
account for instance. It might be 
that it might have suited the National 
Agency to put a portion of that on the 
market. That would have introduced 
a new element, and it was necessary 
therefore that we should arrive at cor- 
rect adjustments, 

Q.—And it was also necessary, was 
it not, that you should be able to still 
continue to pay dividends upon the 
National stock? A.—Oh that I don’t 
think entered into the matter. 

Q.—Do you say soP A.—Oh, the 
whole thing was done straight you 
know. 

Q.—I am not suggesting that even 
that would have been crooked, but do 
you say the prime necessity for paying 
dividends to the National Agency 
shareholders had not anything to do 
with it? A.—Oh all those elements 
entered in, yes. 

(Adjourned to 2 p.m.) 
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AFTERNOON SESSION. 
—Resumed at 2 pm. M 
wn p.m ay 10th, 


_—Examination of Mr. Symons con- 
tinued. 

MR. SHEPLEY: Q.—This is the 
statement we were considering, and I 
had been asking you about this item 
that appears in commission in the 
Union Life journal at page 3, amount- 
ing to $34,732.05, and you had ex- 
plained the nature of that item to 
me, that of course was not an asset 
in the hands of the Union Life? A. 
—It was an asset in the hands of the 
National Agency, which would trans- 
fer it to the Union Life, that is if 
you place a valuation on any asset 
at all it attached to that asset. 

Q.—It was a sum which when it 
appeared in the books of the Union 
Life, if it appeared there as an asset, 
was not an asset in any proper sense 
of the term? A.—Yes, it is the value 
of the business which it took over. 


Q.—In so far did the directors of 
the Union Life disagree with that 
statement that you must be aware 
that when the Union Life came to 
prepare a statement of assets and lia- 
bilities they dropped off that thirty- 
four thousand? A.—They treated it 
as a payment that had been made. 

Q.—They did not treat it as an 
assetP A.—No, it would not be 
treated as an asset by the Union 
Life, that would be another matter; 
I see what you mean. 

Q.—Although you were handing it 
over aS an asset according to the 
entry in their journal and according 
to the component parts of this $147,- 
000 we were discussing— A.—It was 
treated as part payment of that 
$147,000. 

Q.—Then I come back to the state- 
ment at page 28, the bonds held by 
the company, $12,000; what bonds 
were those? A.—Port Hood and Que- 
bec Railway bonds I fancy. 

Q.—Thought the other bonds had 
gone into— A.—Into the Union. 

Q.—Next bills receivable held by 
the company $21,458.76? A.—Notes 
held by the company, yes. 
_Q.—That I take to be, correct me 
if I am wrong, like other bills re- 
ceivable in previous statements, notes 
given by shareholders in the National 
Agency on account of their stock? 
A.—Yes. 

Q.—Then the company’s share of 
premiums collectable but not due, de- 
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ferred, what does that mean? A.— 
The company’s share of premiums—I 
will say it subject to correction,— 
share of premiums of insurance, I 
take it, that were not yet due. 

Q.—Did those belong to the Na- 
tional Agency? A.—Yes, it was due 
them by the Union Life, it only 
changed the principle—that is to say 
business in the hands of the Union 
Life, the National Agency I take it 
would be entitled to that proportion 
of share of the premiums~on the busi- 
ness taken over. 

Q.—Why do you say that? A.— 
That is the only theory I can give it 


to you on, that is to say at that, 


time the Provident Branch business 
of the North American had _ been 
_ transferred to the Union Life, natur- 
ally there would be premiums accru- 
ing upon that. 

Q.—And the Union Life had paid 
$34,000 for that among other con- 
siderations, how couid that possibly 
belong to your company any longer? 
’ A.—That I could not tell you, I would 
not like to say on what basis that 
proceeded. 

Q.—Can you tell us, Mr. Clay. 

MR. CLAY: I cannot just tell now, 
if I had the papers I could. ‘This 
was an estimated statement. 

MR. SHEPLEY: Q.—The property 
which is put down here as an asset 
had been handed over at that time 
entirely to the Union, and it belonged 
to them, and as far as your com- 
pany was concerned was represented 
by the stock you held in the Union 
Life? A.—I take it that may be so 
subject to investigation, I would not 
like to say that was absolutely the 
case. 

Q.—Then uncalled stock and pre- 
miums, $253,512.50—what do you un- 
derstand that to be? A.—That is un- 
called subscribed capital stock and 
the premiums thereon subject to call. 

Q.—In the National Agency? A. 
—Yes. Then we charge ourselves 
with that afterwards as capital stock, 
$320,000, it is included in that, it is 
a set-off of items. 

Q.—What is the difference between 
the two, because I make a good deal 
more difference than that upon a pro- 
per statement? A.—That would be 
$67,287.50. It is the premiums on 
the stock. 

Q.—Cash in bank and on _ hand 
$9,149.24; that makes a total of as- 
sets according to the statement of 
$454,847.87. Then the liabilities. 
First is the capital stock subscribed 
$320,800. If that is reduced to the 
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amount actually paid up upon the 
capital stock subscribed then you get 
rid of everything but the premiums 
on the other side of assets? <A.— 
I take it that would be so, one would 
square the other. 


Q.—Debentures $35,000, what was 
that? A.—Those are the debentures 
held by the directors to secure them 
for advances. I take it that is the 
item. 

Q.—Debentures of the company held 
by the directors of the company? A. 
—Who raised money at the bank. 

Rice the extent of $385,000? A. 
—Yes. 

Q.—Amount due Union Life $32,- 
487.50? A.—That I take was the bal- 
ance due the Union Life on the strik- 
ing of the accounts between the two 
companies. 

Q.—That consists of two items, 
$21,658.33 and $10,829.17? A.—Yes. 

Q.—Do you know what those items 
are, take the journal entry page 4, 
perhaps you can make it out from 
that: ‘‘Amount in transfer of Pro- 
vident Branch business charged to 
various accounts to be credited to 
Capital account $31,591.67;’? Then 
we come to the next item, which is 
this: ‘‘Amount of bills receivable to 
be credited to capital account, the 
amount having been credited to the 
shareholder from bills receivable book, 
National Agency Compeny, $21,658.33 
—what is that? A.—I could not say. 

MR. CARRIE: I think that is the 
balance of a note given on that date 
by the National Agency Company to 
the Union Life, being the balance of 
the amount of a settlement of the 
stock and premiums; $21,658.33 was 
applied to capital account, $10,829.17 
was applied to premium account, being 
so applied to adjust previous trans- 
actions that had taken place, to bal- 
ance them. 

Q.—If that is the nature of the item 
what place has it in the liabilities of 
the National Agency Company? A. 
—To the Union Life. 

Q.—I thought you put it the other 
way? <A.—No. 

Q.—That was the amount in adjust- 
ment? A.—Yes. 

Q.—What is this, contingent sur- 
lus? A 

MR. CARRIE: That is outstanding 
premiums on the already subscribed 
for shares in the capital stock of the 
company. 

MR. SHEPLEY: 
that is the balance. 


Profit and _ loss, | 
Then one other 
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question about that: if that is taken 
out of the labilities and taken out of 
this also it will of course not disturb 
the balance; does it not in fact enter 
into that amount at the top, $147,375? 

Mr. Carrie answers the questions 
until a change is indicated. A.—Quite 
so, if that was the same date as the 
statement. 

Q.—This is a copy of that state- 
ment? A:—Yes. This was paid the 
following month. 


Q.—If we take that payment which 
was made as it appears by the journal 
by handing over to the Union Life the 
National Agency Company’s property, 
if we take and re-write the statement 
having regard to the observations we 
have made upon it, see what you have 
to say to this statement—this is the re- 
writing of the statement of 20th Ang- 
ust, stock and premium, Union Life, 
cash $67,500, that seems to have been 
all the cash that was actually paid? 
A.—I may say that the adjustment al- 
though made through the journal 
might have been made through the 
cash book in another way. 

Q.—That is not what I am getting 
at at present; that was in fact all the 
cash that had been paid by the Nation- 
al Agency to the Union LifeP A.— 
Only according to what reference you 
make to the cash as going through the 
cash book. 

Q.—Money is what J mean? 
Money. 

Q.—That is all the money? A.— 
Supposing the Union Life had pur- 
chased by cheque from the National 
Agency Company these assets that 
have been exhibited in the journal they 
would have then had the money in the 
bank. 

Q.—-I understand all that; that $67,- 
500 is all the actual money that passed 
from the National Agency to the 
Union Life; then I have called out of 
these assets that appeared on page 3 
of the journal such assets as these: 
the North American Life $8,078.63 ; in- 
terest accrued $176.70; National Agen- 
cy $1,409.30; furniture $3,200; sup- 
plies $1,412.62;: policies and- policy 
loans $295.90; making a total of $14,- 
573.17. That excludes that $34,732.05, 
and it excludes organization expenses 
and travelling expenses; you under- 
stand that? A.—I understand you 
have got certain items and made up a 
new statement according to your own 
view. 

Q.—Do not say it is my view, but 
upon a different view from the one up- 


A.— 
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on which the other statement was pre- 
pared? A.—Just so. 

Q.—The National Agency still had 
the $12,000 of bonds, it had these notes 
of its shareholders on account of stock, 
and it had cash in bank and on hand 
$9,148.24; that would make total as- 
sets $124,680,17, and putting the lia- 
bilities of the capital paid in, $115,- 
425.50, and debentures $35,000, it 
would leave a deficiency of $25,747.38. 
There is a discrepancy there between 
the two accounts which I should like 
you to explain. The difference here 
was $67,287.50 between the item of un- 
called stock and premiums and the cap- 
ital stock subscribed. Take the fig- 
ures $67,500, add $14,573.17? A.— 
$82,073.17. 

Q.—Then subtract those sums from 
$320,800? A.—$248,727. 

Q.—I think I have that wrong and 
we will leave that. 

The following questions are an* 
swered by Mr. Symons until a change 
is indicated. 

Q.—Now, if you will turn to page 
33, Mr. Symons, on the 3lst December, 
1902, you had a statement presented 
to the annual meeting of sharehold- 
ersP A.—That is up to the end of 
that year. 

Q.—That statement in the first place 
seems to embrace $203,500 of stocks 
and bonds as assetsP A.—Yes. 


Q.—Deferred premiums $14,884.45; 
what wasthat? A.—That seems to be 
the amount to which the National 
Agency would be entitled on taking 
accounts with the Union Life on the 
business. 

Q.—Why is it called deferred prem- 
iums, if it were deferred premiums it 
would not be an asset of this company 
at all except indirectly through its 
shareholders in the Union? A.— 
Yes, it would be under the Agency 
agreement between the companies 
which provided the National Agency 
should receive all the premiums and 
collect all the premiums and be en- 
titled to retain a certain portion, and 
those deferred premiums I take were 
part of the amount which the Nation- 
al Ageney were entitled to retain. 

Q.—That is in the future? 

es. 

Q.—Organization expenses, what has 
run those, up so,) $7;637;41 Pee A 
would lke to refer to the journal on 
that. I suppose there was some ex- 
traordinary expenses that year, that 


A.— 


was when the Union Life was formed. 


* 
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Mr. Carrie gives the following an- 
swers until a change is indicated. 

A.—That includes those organization 
expenses from folio 42 of $6,873.67, to- 
gether with another item $763.74; that 
may be taken from another account. 

Q.—All you tell us at present is that 
you see the original amount of organi- 
zation expenses was $4,187.41? A.— 
Yes. 

Q.—What is this $3,500? A.—That 
is qualification for the directors of 
the Union Life Insurance Company. 

Q.—Then that is the money that 
was paid on account of the qualifica- 
tion of the directors? A.—Yes. 

MR. SYMONS: It was treated as 
part of the organization expenses, I 
remember that. 

MR. CLAY: Ten per cent. was writ- 
ten off. 

MR. SHEPLEY: No doubt with a 
view of eventually getting rid of it 
altogether. That is the way it hap- 
pened, your organization expenses in 
the National Agency have been swollen 
by the amount paid to qualify the 
directors? A.—Yes. 

Q.—And ten per cent. has been writ- 
ten off that. Uncalled stock and pre- 
mium, that is the same nature as the 
item we discussed this morning. 

The following answers are given by 
Mr. Symons until a change is indicat- 
ed. A.—Yes. 

Q.—Cash plus bills receivable, what 
is that? A.—Some notes of sharehold- 
ers I expect. 

Q.—As a matter of fact you do not 
seem to have any particular sum of 
money in the bank at that time, it 
was mostly bills receivable. The lia- 
bilities; you have increased your capi- 
tal stock to $420,100? A.—yYes. 

Q.—The debentures are only $20,- 
000? A.—They have been reduced to 
that. 

Q.—Due Union Life on stock $30,- 
000,.what is that? ©:A.—That-is on 
subscription stock. 


Q.—That was acall?P A,—Yes, that. 


must have been a call on premium ac- 
count, 

MR. CARRIE: 
account. 

MR. SHEPLEY : 
bills receivable P 

MR. CARRIE: The Union Life ad- 
vanced the National Agency Company 
80 per cent. on the Port Hood Coal 
bonds, amounting to $5,600. That was 
retired the same year, I believe, or the 
following year. 

Q.—That is 80 per cent. of the $7000 
of Port Hood bonds? 


No, that is stock 
Q.—What_is this 
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MR. SYMONS: Yes. 

MR. SHEPLEY: al lade the Na- 
tional Agency puts that in as bills 
payable because they had to pay it 
back ? 

R. SYMONS: Yes. 

Q.—lLife Agency, balance. 

The following answers are given by 
Mr. Carrie until a change is indicated. 

A.—The National Agency Company 
have owed the Union Life $3,901.65 on 
account of expenditure in connection 
with this agreement. They in two or 
three months afterwards retired that 
note, it was paid the following year. 

Q.—Let us in the same way revise 
that statement, or redraw it upon a 
different principle. Just follow me 
and see if this is not correct. You had 
paid $67,500 in money prior to Octo- 
ber? A.—For which cheques had 
passed. 

Q.— You had paid $20,000 between 
that and the 3lst December in the same 
way, money? A.—Yes. 

Q.—You had given a note for $32,- 
487.50 which you had paid? A.—We 
had retired that. 
altogether there was 
$119,987.50 of money. Then you had 
transferred according to the _ substi- 
tuted account for the last, in good 
assets $14,573.17; excluding some as- 
sets which did pass but which are ex- 
cluded by this statement, that would 
make $134,576 of money invested. 
From that should be subtracted the 
qualification of the directors, that is 
right to subtract that? A.—Yes. 

Q.—That would make a total of 
$131,060.67 net. The Port Hood stock 
is included in your $203,500. 

MR. SYMONS: That would be, I 
take it. 

Q.—We have to add that $7,000; 
cash in bank $1,810.53, bills receiv- 
able $39,107.41, and you have total 
assets of $178,978. Then taking the 

capital paid in instead of the whole 
capital stock subscribed, the capital 
paid in to the National Agency was 
$191,600. 

MR. CARRIE: That is correct. 

Q.—The debentures outstanding, lia- 
bilities, were $20,000, bills payable 
payable $5,600 and the life agency 
$3,901.65; that excludes of Se: con- 
tingent account altogether? A.—(Mr, 
Carrie) It takes all the other liabilities. 

Q.—That leaves a deficiency at that 
date, 3lst December, wu $42,123.04, 
taking it in that way? A-==(Mreis7 
mons) Upon that hypothesis. 
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Q.—Upon that method of treating 
the assets and liabilitiesP A.—(Mr. 
Symons) Yes. 

Q.—I do not find any other state- 
ment of assets and liabilities until 27th 
October, 1903, and that is in the di- 
rectors’ minute bookP A.—(Mr. Sym- 
ons) 22nd October. 

Q.—That ought to be the 27th Oc- 
tober? A.—(Mr. Carrie) Yes. 

Q.—That would be your operations 
from 3lst December, 1902, at least it 
would record the result at the end of 
the additional period between 3lst De- 
cember, 1902, and 27th October, 1903. 
Stocks and bonds, cost value, treating 
them as we have treated the others 
would include the stock and premiums 
paid by your company into the Union 
on account of stock and premiums? 
A.—Yes. 

Q.—Amounting to $189,987.50. It 
would include the good assets transfer- 
red $14,573.17; it would isclude ad- 
vances $383, cash $9,603.15; bills re- 
ceivable $24,875.22. It would exclude 
a portion of what you have got there 
as stocks and bonds. You had no 
stocks and bonds then except the 
stocks included in that as asset, ex- 
cept the stock in the Union Life? A. 
—The Port Hood. 

Q.—No, Port Hood had been paid 
off? A.—(Mr. Symons) It was held by 
the National and they retired the loan 
on it. 

Q.—At all events it finds no place 
in the account, does it, unless it is 
there? A.—(Mr. Carrie) The items 
are grouped. 

Q.—It also excludes the organiza- 
tion expenses, deferred and. outstand- 
ing commissions, uncalled stock and 
premiums altogether? A.—(Mr. Car- 
rie) Yes. 

Q.—The liabilities treated in. the 
same way would be capital paid in 
$220,372.65? A.—(Mr. Carrie) Treated 
in the same way. 

Q.—Debentures have gone up to $48,- 
600; what was that, Mr. Symons? 

The following answers are given by 
Mr. Symons until a change is indi- 
cated? A.—I would like to refer to the 
ledger on that before I venture to 
answer. I expect it was for additional 
advances by the directors. $50,000 had 
been issued to the directors to secure 
them against their advances for the 
amount, and that $48,600 might be a 
parcel of that. I know there are not 
any other debentures. 

Q.—The bills payable would be 
included in the liabilities, $5,600, that 
would leave a deficiency on the 27th 
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October, 1903, of $85,150.61 according 
to that method of arranging the assets 
and liabilities. Then on the 8alst 
December of that year another account 
by which you reserve for dividend, 
which really means you have made a 
profit, or adding a surplus of $17,632.- 
29. Do you find that f° A-—I do not 
just see that. 

Q.—I will ask you to assume this is 
properly copied from the statement in 
the minute book. That speaking gen- 
erally was built upon the same method 
as the preceding ones we have been 
looking at since the incorporation of 
the Union Life? A.—Yes, I think so, 
excepting that item of contingent 
premiums, that was changed out. 

Q.—It had not been changed yet 
because it appears in this, the time 
had not come when you changed it? 
A.—I thought it had been changed 
when the transfer to the Union took 
place. 

Q.—This is built upon the same 
lines as all the other statements that 
have been made that we have been 
looking at since you incorporated the 
Union Life? A.—Yes. 

Q.—That shows as I say a surplus 
of $17,632.29, treated in the same 
way there, on the different standpoint, 
as the others have been treated it 
shows a deficiency of $49,939.93—if 
Mr. Carrie would like to look at that 
he will see that has been treated in 
the same way, the same _ items 
excluded? A.—(Mr. Carrie) I will 
take your figures for it; I presume he 
has done it in the same way. : 


MR. SYMONS: I suppose there are 
several methods can be adopted for 
vetting out annual statements? 


MR. SHEPLEY: Q.—Coming to the 
year following, you submitted this 
statement to your shareholders on the 
3lst December, 1904; that shows a 
surplus of $33,002.64; that statement 
is built upon the same plan as the 
preceding statement since the incor- 
poration of the Union Life? A.— 
(Mr. Carrie Yes. 

The following answers are given by 
Mr. Symons until a change is indi- 
cated. 

Q.—When you _ incorporated the 
Union Life had you an_ expectation 
then that as the result of your carry- 
ing on the business of the Union Life 
you would have to pay in large sums 
of money out of the moneys of the 
National Agency Company year after 
year for three or four years at least? 
A.—Yes. 
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Q.—Was that in view? A.—Yes. 

Q.—What you have had to do, or 
what you have done since with the 
money of the shareholders of the 
National Agency Company was some- 
thing you had in anticipation at the 
time? A.—Yes. 


Q.—Have you been at all alarmed 
or disturbed by the amounts you have 
found it necessary to put in to main- 
tain the appearance of unimpaired 
capital in the Union Life—has it been 
more or less pr about as much as you 
expected it would be? A.—You mean 
the payments in on premium account? 


Q.—Yes? A.—I think I may frankly 
say that they exceeded my expecta- 
tions and I think the expectations of 
all the Board. How that arose is 
another matter. 

Q.—What I wanted to get at was 
the mental attitude of yourself and 
the other members of the Board so far 
as you can state it with reference to 
the future of the Union Life when you 
embarked upon it? A.—yYes, it is 
more than we expected with the 
volume of business that was in view at 
the time of the original organization 
of the Union Life. Of course it crept 
up by leaps and bounds, and has ‘been 
very expensive to maintain. That 
was hardly expected, but still you 
asked the question of what was thought 
at the time of the organization, and I 
say frankly we did not expect to have 
to find so much money. 

Q.—I suppose it would be difficult 
to say to what extent your expecta- 
tions in that respect were exceeded? 
A.—It would be difficult to arrive at 
a percentage. I could just say they 
were quite considerably more. But 
how much they might be it is difficult 
for any one to say. If our business 
had been simply three or four mil- 
lion dollars a year the expenses would 
be so much less. 

Q.—And of course your returns so 
much less? -A.—Yes, but we had to 
provide for all the business that 
came in, take care of it so to speak. 

Q.—And you were pushing it? A. 
—Yes. 

Q.—And that is considered desir- 
able from the standpoint of economy 
that you should get all the business 
you can? A.—Just so. 

Q.—Were you surprised at the 
volume of business you were doing? 
A.—I must say I was, it was more 
popular than we thought. 

Q.—Or you had perhaps more active 
agents? A.—Perhaps so, it depends 
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on the agent, the agent does the 
business. 


Q.—When did you make the first 
call upon the shareholders in the 
National Agency Company? A.—The 
dates are given in the books, and I 
would rather refresh my memory from 
those dates; if you have collected them 
wee I would be very glad to admit 

em. 


Q.—Can you fix about the date and 
I will have it looked up for you; the 
first call that was made upon the 
shareholders of the National Agency? 
A.—That would be before the organ- 
ization. 


Q.—I mean the first call beyond the 
25 per cent? A.—I wish you would 
have some one go through the books and 
pick out the dates, and I would sub- 
mit to the statement. 

Q.—Mr. Carrie is good enough to 
the date; 28th November, 
1903, is the first? A.—Yes, page 43 of 
the Board minute book: ‘‘Moved and 
seconded: As authorized by by-law 
16,’ etc. (Reads to the words ‘‘and 
observe.’’) 

Q.—When was it made payable? 
A.—On the 3rd December, 1903. 

Q.—Was that call made in view of 
the fact that the annual return to 
the Government of the Union Life 
would be made on the 31st December? 
A.—Most likely. 

Q.—And it was intended by that 
call to get in funds, to put money by 
way of premium into the Union Life, 
with a view of showing unimpaired 
capital? A.—Exactly. 

Q.—How did your shareholders take 
that at the next annual meeting? 
A.—They took it all right, there has 
never been any exception as far as I 
know. 

Q.—Was that the call which made 
some people get out? A.—Most like- 
ly. When I say no exception was 
taken, many of the shareholders re- 
presented, and it no doubt was the 
fact that they did not expect to pay 
more than 25 per cent. The Board 
took that into consideration and pro- 
posed to relieve them of their unpaid 
stock, to give them paid-up stock 
certificates for the amount actually 
paid in, and then take powers of at- 
torney from them to transfer their 
subscriptions to purchasers who might 
be secured through the agents of the 
company; that is what we call the 
transfer stock. A great many trans- 
actions took place in consequence of 
that, but ultimately we had made 
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good all those subscriptions in that 
way. 

Q.—When did you commence putt- 
ing the stock out at 50 per cent. 
premium? A.—I have not the date. 


Q.—Page 45 of Executive minute 
book) on the 6th June, 1903, I see 
Mrs. Elizabeth Elliott of St. Cathar- 
ines applied for five fully paid up 
shares in the capital stock of this 
company at 50 per cent. premium, and 
that application was accepted, so that 
on the 6th June, 1903, you were is- 
suing your stock at a 50 per cent. 
premium? A.—Yes. 

Q.—The call was made in Novem- 
ber, 1903; was the stock notwithstand- 
ing that call still issued at 150? A. 
—Yes. The change was not made in 
the Treasury stock. We proceeded to 
sell the transfer stock until it was 
exhausted, and we held back the 
Treasury stock pending that. 

Q.—Your next call was made in 
August, 1904? A.—That would fol- 
low in the same way, that was no 
doubt made in order to assist the 
Union Life. 

Q.—That was ianother call of 25 
per centP A.—Yes, I think they 
were all 25 per cent. calls. 

Q.—Did the policy of yourself and 
your co-directors with respect to not 
calling up more than ten per cent. 
upon the Union Life stock ever vary 
at all? A.—No; it was thought bet- 
ter to continue the payments on prem- 
ium account rather than call on capi- 
tal account. 

Q.—Why? A.—To preserve the 90 
per cent. of liability as additional 
security to the policyholders, although 
that is not taken into account in the 
insurance returns still it was a lia- 
bility. 

Q.—I want to talk to you a little 
about that; you spoke about preserv- 
ing 90 percent. liability for the bene- 
fit of the policyholders. The course 
you were taking was calculated to 
bring about, as it did bring about 
an entire payment up in full of the 
capital stock in the National? A.— 
Yes. 

Q.—When the capital stock of the 
National was fully paid up its re- 
sources were at an end so far as that 
was concerned? A.—So far as capital 
stock was concerned.. 

Q.—lIts liability could only be meas- 
ured, apart from any assets it had 
earned, by liability for unpaid capi- 
talP A:—yYes: 

Q.—And when your capital stock 
was fully paid up in the National 
Agency its 90 per cent. liability to 
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call in the Union Life was a mere 
figment? A.—Except as you say as 
regards amassed assets, or moneys ob- 
tained or obtainable in some other 
way; it cannot be regarded as a mere 
figment by any means. 

Q.—There is not any way, apart 
from amassed assets, of enforcing the 
liability for the 90 per cent. against 
the National Agency Company? A. 
—Not against the National Agency 
shareholders. 

Q.—That is what I meant when I 
used the word figment? A.—yYes. 

Q.—You say your desire was rather 
to preserve that as a security to the 
policyholders, do you modify that at 
all or..add anything. to, 1p oAg—=) 
don’t think I would modify it, be- 
cause we have always thought the 
National Agency would be able to 
take care of that 90 per cent. were it 
ever called upon to do so. 

.—By issuing more stock? A.— 
Yes, or debentures and so on. Hither- 
to up to this time we have had prac- 
tically little difficulty in securing the 
funds that were necessary, and we did 
not anticipate any more difficulty in 
the future, the business was good 
enough to recommend itself. 

Q.—You do not think that your two 
companies ever varied in the policy 
with respect to not paying more than 
the ten per cent. upon the Union Life 
stock? A.—We have had discussions 
upon that amongst the members of the 
Board. As I say it was a question 
of policy and the result of the discus- 
sions was it was more prudent to 
leave the matter in statu quo so to 
speak. 

Q.—Is it true that as a matter of 
fact adopting the policy and the 
method which you did enabled you to 
show what you could not upon other 
policy have shown an unimpaired 
capital of the Union Wife? A.—TIf 
all the money that has been paid by 
the National Agency to the Union 
Life had been paid in on capital ac- 
count there would have been an im- 
pairment. j 

Q.—There would have been an im- 
pairment all along? A.—I .do#not 
know to what degree, but it is suffi- 
cient for your purposes if I say there 
would be an impairment. 

Q.—A serious impairment? A.—A 
serious impairment no doubt. 

Q.—Is it an advantage to a life in- 
surance company to be able to say to 
the public generally “Our capital ac- 
count is not impaired’?? A.—I think 
sO. 
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Q.—You did at one time take the 
means to have the Uuion Life listed 
upon the Exchange? A.—Yes, and it 
is listed. 

Q.—What for? A.—The object of 
that was to show it was a stock that 
could be dealt with—I think there is 
some reference in the last annual re- 
port about that, the question of list- 
ing had been brought up. 


Q.—Describe what is the process of 
listing ? A.—A formal application 
is made by a broker to the Committee 
of the Stock Exchange for the privilege 
of listing the stock at the board and 
dealing with it at the board. Unless 
the privilege is accorded stocks cannot 
be dealt on the board, are called off 
and so on. Then the application I un- 
derstand is submitted to the Finance 
Committee of the Board, I think it is 
called, and that Finance Committee 
require the accounts, statements of 
the affairs pf the proposed company 
to be laid before them, and they con 
sider them, and if sufficient, the com- 
pany, is solvent, it is authorized to be 
placed on the Stock Exchange and 
dealt with. 


Q.—It involves the payment of a 
fee? A.—It involves the payment of a 
fee. 

Q.—Do you remember the amount 
of the fee? A.—Two or three hundred 
dollars I think. I may say frankly 
that was done at my instance to show 
the stability, and that the affairs of 
it were being conducted properly, so 
that ultimately if the Union Life had 
any reason for putting its stock on the 
market that it could be done. 

Q.—Of course it is not intended 
this bidding by the broker, which is a 
necessary part of the process of list- 
ing, should be a real transaction at 
all? A.—They require you to put one 
transaction through; that is more or 
less fictitious, it is from one broker to 
the other, it is to put a price on it. 


Q.—I should say it was altogether 
fictitious in the case of the Union Life? 
A.—There was a bid, and there was a 
sale and bought account. 


Q.—This is the record in the Execu- 
tive Minute book pages 48 and 49: 
“The President reported having au- 
thorized”’ (Reads). 

Q.—What does ten per cent. stock 
mean? A.—That is the value we put 
on the Board, it would be quoted as 
a ten per cent. stock at 200. 

Q.—What you mean is a stock pay- 
ing ten per cent.? A.—Yes. 

Q.—I don’t want you held to that if 
that is inaccurate? A.—I am only 
speaking of it from what is said there. 


Union Life Ins. Co. 
(Harry Symons, ex’d) 


Q.—I see Mr. Evans shaking his 
head as though he did not agree with 
you? A.—I am subject to correction 
in that. 

Q.—If that was the meaning of it, 
that it was to be quoted as a stock 
paying ten per cent. dividend, that 
was not justifiable at all? A.—Quoted 
as a stock it would be at a price that 
would be equivalent to a ten per cent. 
stock. 

Q.—That was one of the things that 
was to be brought about, that is to list 
it as a stock of that class? A.—Yes. 
A price had to be put to the Board 
and the introducing broker I under- 
stand it makes that price. 

Q.—As a matter of fact the Union 
ea never paid any dividend? A.— 

O. 

Q.—Has not had anything to pay 
it with? A.—No. 

Q.—If the intention was to have 
these listed among that class of stocks, 
class of stocks which might be supposed 
to carry a ten per cent. dividend, that 
was not according to the fact? A. 
You could not quote them as actually 
carrying ten per cent. 

Q.—Or as likely to carry it in any 
near future? A.—They asked for a 
basis of price, and it was suggested 
it should be put on a ten per cent. 
basis, that is a stock carrying ten per 
cent.; that was the first transaction to 
be put through. 

Q.—(Continues reading minute), 
‘‘To have the shares quoted as on ten 
per cent.’’ etc. (Reads)? A.—Oh yes, 
I quite understand it now, ten per 
cent. paid up. 

Q.—Stock upon which ten per cent. 
had been paid up? A.—Yes; it should 
have been paid up ten per cent. stock. 

Q.—A stock upon which ten per cent. 
had been paid up? A.—Yes. 

Q.~Then I see a slip from some 
newspaper pasted in there: ‘Union 
Life Insurance stock was listed,” etc. 
(Reads). A.—That was put in official- 
ly. 
ne ae the purpose of lending, ac- 
cording to the rules of the Stock Ex- 
change an air of versimilitude? A.— 
Exactly. I have not noticed any en- 
try since. 

Q.—I suppose the National Agency 
held all the stock, and it must have 
been the National Agency or its broker 
that offered it for sale? A.—Yes. 

Q.—And it must have been the brok- 
er for the National Agency that bid 
150? A.—There was a cross transac- 
tion there. We were required to make 
one quotation and have one transac- 
tion. 
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Q.—Whoever acted in that transac- 
tion as buying and selling was acting 
for the National Agency Company? A. 
—yYes, no doubt about that. 

Q.—Then I want to have you ex- 
plain to me, the National Agency Com- 
pany of Toronto on the 19th of April, 
1904, assigned to the Trusts & Guar- 
antee Company of Toronto, trustees 
under the terms of the Trust deed, of 
April 14th, 1905, 5,100 shares in the 
capital stock of the Union Life; what 
was that in connection with? A.— 
That is as trustee for the debenture 
holders. JI brought you up the form. 

Q.—This is the debenture? A.— 
Yes, as issued under that, and that is 
the trust deed. 

Q.—It assigns 5,100 shares in the 
capital stock upon which ten per cent. 
and all premiums had_been paid, and 
also all franchises and so on? A.— 
Yes. 

Form of debenture, and the trust 
deed of April 14th, 1904, referred to 
marked as Exhibit 114. 

Q.—That change in the ownership 
of the stock of the Union Life does 
not seem to have found its way into 
the Government returns? A.—That 
was done on my advice. The original 
application was made for license for 
the Union Life and Mr. Fitzgerald 
had objected to the trustees appear- 
ing in the stock lists, list of stock- 
holders, and I advised the company 
very probably the Trusts and Guar- 
antee Company would not be accept- 
ed as a shareholder because they were 
not liable other than as_ trustees. 
That was the only reason. 

Q.—That, you say, was founded 
upon an objection in the Department 
to A.—To trustees appearing. 

Q.—Did you understand the objec- 
tion of the Department went so far 
as to authorize you to return the 
National Agency as. owners when in 
truth and in fact the shares were 
vested in the 
because whilst there was a nominal 
transfer to the Trusts and Guarantee 
it would not be effective until default 
had happened, and whenever pro- 
ceedings would be taken to realize 
upon those shares naturally the pur- 
chaser would have to assume the lia- 
bility. If we were wrong, in that I 
should be very glad to have the re- 
turns corrected; but that was the 
view I had taken of the matter. 

Q.—I see page 72 of the Executive 
minute book this note: ‘‘The corres- 
pondence with this company relating 
to special financial arrangements in 


A.—I thought so; 
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connection with Nova Scotia paper—”’ 
(Reads.) That is headed 
Nothing transpired out of that. 

Q.—What was the subject matter? 
A.—I was not familiar with it, it was 
conducted altogether by Mr. Evans. 
Nothing transpired. 

Q.—The Century Life is the next 
(Executive Committee book, page 72), 
“Correspondence with Messrs. Dur- 
and and Lett’’—(Reads)—What was 
the Century Life, and tell us what 
you did? A.—The Century Life was 
a company incorporated by Parlia- 
ment with the usual powers of a life 
company I think in the year 1901 or 
1902 by some gentlemen in British 
Columbia with the head office in Van- 
couver. That Company proceeded, at 
least the provisional directors of that 
company proceeded to get subscrip- 
tions to its stock and succeeded up to 
a limited extent. That charter re- 
quired the usual amount of $62,500 
to be paid up in cash before it could 
apply for a license to go into busi- 
ness, of which $50,000 was to be de- 
posited in securities in the Treasury 
Department, that is the usual pro- 
vision. It appears that they were un- 
able to get the full stock subscribed 
necessary, and they had incurred a 
considerable amount of expendture. 
They had secured two extensions of 
time, I think, in which to apply for 
their license to go into business, and 
as they were somewhat in difficulties 
T take it, which led them to desire to 
make a transfer, or to be taken hold_ 
of by some other company so as to 
make this subscription good. It came 
to our notice and the correspa' dence 
you refer to were simply letters from 
Mr. Durand and Mr. Lett of Van- 
couver and Victoria, to whom I had 
written on the subject to say that the 
Provisional Directors were prepared 
to make an arrangement with the 
company for the taking over of the 
subscription list on reasonable terms, 
and suggesting my going out there. 
So I went out under the authority of 
the Board and an agreement was 
made. 

Q.—Is that agreement here? A.— 
Yes. An agreement was made on the 
Ath August, 1904, between the Pro- 
visional directors of the Century Life 
and the National Agency Company by 
which it was provided that the assets 
of the Century Life Insurance Com- 


pany should be handed over to the 


National Agency, the assets consist- 
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ing of about, I think, a bank balance 
of fifteen or sixteen thousand dollars, 
the National Agency Company under- 
taking on its part to exchange its 
shares at the rate of $150 a share for 
the Century Life certificates at the 
rate of 80 cents on the dollar; the two 
companies between them sharing the 
expense that had been borne. That 
agreemeent was subsequently  sub- 
mitted to a meeting of the sharehold- 
ers of the Century Life in Vancouver 
on the 16th August and was ratified. 


Q.—Had the Century Life done any 
insuring business at all? A.—WNo. 


Q.—It had not qualified itself to do 
any businessP A.—No, it was not in 
a position to do business. I may say 
so far as the National Agency was 
concerned what we thought of more 
was to secure the influence of those 
subscribers for stock that were out in 
British Columbia and that territory 
in support of the Union Life, for 
whom we expected probably in a 
short time to form an Advisory Board 
at Vancouver, the same as has been 
done at Halifax, and go into business 
there. TI may say this agreement has 
been carried out practically on both 
sides. 


Q.—You ‘have now, by virtue of 
that, a considerable number of share- 
holders in British Columbia? A.— 
Yes, we have I suppose forty or fifty. 

Q.—And are you doing business 
there? A.—Not yet. 

Q.—I mean the National Life? A. 
—No, but we hope to. 

Q.—That agreement which is the 
4th August, 1904, is between the Cen- 
tury Life and the National Agency. 
The Century transfers all its assets, 
rights and credits of every nature, in- 
cluding moneys standing to its credit 
with accrued and accruing interest in 
any bank. Then the Century Life 
covenant with the National Agency 
that there are no outstanding lia- 
bilites, and that the balance in the 
bank, without including ac- 
crued or accruing interest, is 
$16,299.23, and further’ that it 
has subscribed capital stock of 918 
shares duly allotted and no more. In 
consideration of the aforesaid the 
National Agency undertakes. and 
agrees to allot or transfer to the pre- 
sent shareholders of the Century ac- 
cording to their respective  share- 
holders fully paid or _ partly paid 
shares at the price of $150 for each 
$100 share in the National, and to 
allow and credit as payment thereon 
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80 per cent. of the amounts hereto- 
fore paid in in cash by the said share- 
holders respectively. In other words 
they are to take it on a premium of 
150 and they are to get credit for 80 
per cent. of what they have paid on 
the Century? A.—yYes, we adjusted 
on that basis. The Century shares 
were not worth perhaps 80 cents on 
the dollar. On the 9th September, 
page 76, you reported that the funds 
to the credit of the Century, etc., 
(Reads to the words ‘‘daily balance’) 
—that was approved? A.—Yes. 


Q.—At page 82 of the minute book 
of the Executive Committee, ‘The 
President reported that good pro- 
gress was being made,” etc. (Reads 
to the word ‘‘agreement.’’) Pages 86 
and 87, ‘‘The President reported that 
good progress had been made in ef- 
fecting exchange of shares,’’ ete. 
(Reads to the word ‘‘therefor.’’?) At 
pages 90 and 91, ‘‘This Committee 
hereby approves of the communication 
of the 7th instant,’? etc. (Reads to 
the words ‘‘Century Life Assurance 
Company’’)? A.—The National 
Agency in order to organize the Cen- 
tury had subscribed for stock in the 
Century and there was no further 
object in its being retained there, as 
we decided not to put the Century 
into business, and application was 
made to cancel, which was accepted. 

Q.—Page 91: ‘‘The following trans- 
fers of shares held by this company,’’ 
etc. (Reads to the words ‘‘were auth- 
orized.”’) What does that mean, 
‘held by’?? A.—Held by the Na- 
tional Agency Company in the Cen- 
tury. Transfers were authorized to 
those three gentlemen in order to 
hold a meeting in Vancouver. 

Q.—Those gentlemen being resid- 
ents? A.—Yes, of Vancouver. 

Q.—‘‘All of which to be fully paid,”’ 
that means fully paid-up stockP A. 
—Yes. Those shares were subsequent- 
ly re-transferred. 


JUDGE MacTAVISH: Are you 
putting in the agreement with the 
Century Life? 

MR. SHEPLEY: I am taking the 
responsibility of not putting it in. It 
does not seem to me to be of sufficient 
importance. Had it better go inP 

MR. McLAUGHLIN: I do not 
think so. 


JUDGE MacTAVISH: Very well. 


MR. SHEPLEY: Does the Century 
Company keep up a staff? A.—No. 
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Q.—Has ait: ai Bosid? A—Itedid; 
but they have all teen retired out; it 
was organized 1nd we have disorgan- 
ized. 

Q.—How long was the Century car- 
rying on business by a Board after 
you acquired it? A.—Up till Febru- 
ary of this year. 

Q.—And were salaries paidP A.— 
Only to me. 

Q.—You were an official of the Cen- 
tury? A.—Yes. 

Q.—What office did you hold? A.— 
A.—I was the Manager. 

Q.—Who was the President of it? 
A.—Dr. Hughes of Galt. 


Q.—You received a salary? A.— 
Yes. 

Q.—Tell us how much? 
month. 


The following answers are given by 
Mr. Carrie until a change is indicated. 
Q.—I take the yearly st.tement 


which J have already referred to at the 
end of 1904, and I show you a re-writ- 
ing of that, as to which I have been 
told the same method has been applied 
that I applied in the other cases, you 
have been checking that, or following 
itp A.—Yes, .l amnicht make a state- 
ment in connection with following that 
statement. Here I exhibit the com- 
pany’s annual report. 

Q.—That is 1905? A.—I am speak- 
ing of 1904— 

Q.—I was only taking the account 
as you presented it at the end of 1904? 
A.—My remarks were going to apply 
to 1904 as well as to 1905. 

Q.—Perhaps it will get us a little 
out of the order in which we have been 
going. This purports to be a re-writ- 
ing of the assets and liabitities of 1904 
upon the same footing as we did with 
the other accounts since the Union Life 
was incorporated? A.—Yes. 

Q.—And that treated in that way 
shows the net deficiency at the end of 
1904 of $87,930.61? A.—As made up 
in that fashion. 

Q.—Whereas made up as submitted 
to the shareholders upon the basis on 
which the company proceeded the sur- 
plus was $33,002.64? A.—yYes. 


Q.—Was the statement submitted to 
the shareholders on the 3lst December, 
1905, prepared upon the same footing 
as the previous statements which we 
have been examining? A.—dAs to the 
accounts P 

Q.—Yes?P A.—Not as to all the ac- 
counts, no, with the exception of the 
valuation on the stock of the Union 
Life Insurance Company. 


A.—$50 a 
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Q.—What difference was made with 
regard to the stock of the Union Life 
Insurance Company in the statement 
of assets and liabilities at the end of 
1905?  A.—A valuation was placed 
upon it. 

Q.—That had never been done be- 
fore in the preparation of these state- 
ments? A.—Not in the manner in 
which it had been done at this time. 


Q.—What you had done before was 
to find out what cash and other asests 
had gone into Union Life stock in the 
previous stock-taking? A.—And also 
ficuring on the deferred premiums. 

Q.—Certainly; that enters into it 
tooP A.—Yes. 

Q.—Will you show me from this just 
what change you made in method; the 
first item here under the head of as- 
sets is Union Life stock, $615,949.10, 
how did you arrive at that? A.—Pos- 
sibly I had better refer to the journal. 
The weekly debit on December 31st, 
1905, amounted to $3,628. This mul- 
tiplied by 130 times amounts to $471,- 
640. 

Q.—What next? A.—The general 
branch premium amounted in Decem- 
ber 3lst to $34,309.10. 

Q.—What does that mean? Ae 
That means the value of the premium 
on the general branch business. 

Q.—What do you mean by the value 
of the premium, do you mean the pre- 
miums falling due on the general 
branch business during the whole year 
or what? A.—Premiums due on which 
the company had previusly paid a com- 
mission for the collection of and pro- 
curing of the business. 

Q.—Those were premiums which were 
to come into the Union Life? A.— 
Yes. 

Q.—In respect of business written 
and the premiums being due and de- 
ferred? A.—Already on the books of 
the company. 

Q.—Due and deferred? A.—Yes. 

Q—Duer’ ~ Al!“ believe.” I> would 
like to have Mr. Evans give a fuller 
and possibly a more correct explana- 
tion of that item. 

Q.—What you understand it to be 
is— A.—It is the value of the gen- 
eral branch business on our books as of 
December 31st, 1905. 

Q.—That is what you have to get 
out of it by way of premiums in re- 
spect of considerations which had then 
been completely executed by the com- 
pany? A.—Yes. 

Q.—What else? A.—We find sur- 
plus, Union Life surplus of $110,000. 
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Q.—What does that mean, Union 
Life surplus? A.—Surplus after pro- 
viding for the capital. 

Sore includes the capitalP A. 
—Yes. 

Q.—You have taken the surplus of 
the Union Life not according to its 
Government return exactly but an es- 
timate perhaps? A.—Very close. 


Q.—We have the Government re- 
turn, that is $12,000 there? A.—Yes. 

_Q.—You have put here at all ewents 
$110, 000, and that gives you a total 
of $615, 949, 10; and that is the same 
which appears in the annual state- 
ment of yours? A.—That is correct. 

Q.—I see in the journal you have 
‘‘Less ledger value $520,275? A.— 
That was the actual cash that had pass. 
ed to that account. 

Q.—Cash and assets? A.—Cash and 
assets. 

Q.—That is more than the method 
that you had heretofore pursued in 
making up your accounts, the cash 
and assets which appeared upon your 
method of making up the accounts to 
have passed into the Union Life on 
account of stock and premium? A. 
—Which was a correct method. 

Q.—That is not for you to say, I 
do not say it is incorrect; that was 
the method you follow? A.—I do not 
quite see the question. 

Q.—$520,275 is the sum you would 
have put to the credit of assets if you 
had followed the same method that 
you followed during the two preced- 
ing years? A.—The amount of $520,- 
275 is the amount in cash that has 
actually gone to the. credit of that 
account paid up to 3lst December, 
1905, 

Q.—If you had said cash and assets, 
or if you would answer my question it 
would not give me so much trouble. 
Take this statement of the 3lst 
December, 1908, and show me 
which of the items in this corresponds 
to the $520,000 in this? A.—The first 
item $272,275, that is the only item. 

Q.—If you had pursued the method 
of making up the statement that you 
pursued in 1903 and also in 1904, you 
would have had as the first item in 
your assets $520,275? A.—That is cor- 
rect. 

Q.—What is this difference? A.— 
The difference is $95,674.10. 

Q.—What is that? A.—Which had 
to be placed to the credit of that 
account in order to adjust it and 
bring it to that amount, $615,949.10. 

Q.—In order to bring up. what 
would otherwise have been $520,000 
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to the $615,000 you had to add $95,- 
Oi4, 100 WA 2 Veg: 

Q.—Was that done? A.—Yes. 

MR. McLAUGHLIN: That was 
found by the valuation of -the busi- 
ness. 


MR. SHEPLEY: He has told us 
how it was found. 

Q.—We come back again to. the 
assets; that of couise is intended to 
exhaust the whole subject of your 
ownership of the Union Life A.—dAs 
the valuation based on that at that 
date? 


Qi 8 es Pir A aay es; 
Q.—You are not entitled to any sub- 


sequent addition by reason of any 
Union Life assets? A.—No. 


Q.—That is the theory upon which 
this is made up? A.—Yes. 

Q.—Stocks, bonds and debentures, 
those are other securities you hold? 
A.—yYes. 

Q.—Balance due from shareholders? 
A.—Includes bills receivable or sundry 
amounts worked in under that head 
for presenting the report. 

Q.—Organization expenses, our old 
friend still appears here? A.—Not 
increased. 

Q.—Due from Century Life account 
$4,858.89? A.—Those are amounts 
that the due by conversion of Cen- 
tury Life stock for National Agency 
Company; these are balances still due 
by those shareholders now in_ the 
National Agency who were at one 
time shareholders in this Century 
Life stock. 

Q.—Suspense? A.—Those are made 
up of a number of ledger items that 
are redeemable, probably four or five 
items, they have been grouped there. 

Q.—What do you mean by redeem- 
able? A.—Payable to the National 
Agency Company at an early date. 

ane assets according to that 
of $730,775.87; then your liabilities, 
the stock ee 900. 

Q.—That has been actually paid? 
A.—That is the actual amount sub- 
scribed for. 

Q.—And is there some of it not 
paid? A.—There is a small balance 
still due. 

Q.—Debentures? A.—Those deben- 
tures are outstanding. 

Q.—Century Life shareholders? A. 
—It is the liability the company have 
charged themselves with on behalf of 
the Century Life which have not 
been converted. x 
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Q.—Bills payable, what is that for, 
$13,260? A.—I think there are two 
items there due the Union Life. 

Q.—In respect of your’ working 
arrangement with them? A.—Yes. 

Q.—Suspense, shareholders’ credit in 
course of adjustment, $10,491? A.— 
Yes. 

Q.—That is something which may 
eventuate in a liability? A.—That is 
right. 

Q.—Current ledger balances, Union 
Life and agents, there is something 
else due? A.—yYes, these are 
balances due the company’s agents, 
brokers in the field on account of 
commissions. 


Q.—Which company ? A.—The 
National Agency Company’s. 
Q.—What are they doing in the 


field? A.—The brokers that may be 
outside. 

Q.—Doing what? A.—Serving the 
purposes of the company’s business. 

Q.—What purposes are they serv- 
ing, what are they doing? A.—Plac- 
ing debentures and stock. 

Q.—It seems a large sum of money, 
but if you had it you had it; they are 
not canvassing insurance? A.—No. 

Q.—Contingent account, what is 
that? A.—That is the difference for 
which you have taken credit in balance 
due from shareholders, that is the 
amount of premium on unpaid shares 
in which we have taken credit in our 
premium account. 

Q.—What is the rest account? A. 
—That is surplus between assets and 
liabilities. 

Q.—Have you followed the re- 
writing made by Mr. Dawson of that 
year’s statement? A.—I have. 

Q.—What plan has he followed, the 
plan he followed in connection with 
other years? A.—Somewhat the same 
way. 

Q.—What result does following that 
place it—a deficiency of $101,241.44? 
A.—That is correct as appearing there 
in that statement. 

Q.—That is following the method 
which he has followed? A.—Yes. 

Q.—Following that method of writ- 
ing the assets and liabilities there is a 
deficiency of $101,241.44? 

MR. LANGMUIR: As against? 

MR. SHEPLEY: As against surplus 
on the method adopted by the company 
- of $51,863? A.—I would like to ex- 
plain Mr. Dawson’s total inability to 
show actual deficit as he does; in the 
first place he takes the condensed state- 
ment which is prepared for publica- 
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tion of the National Agency Company, 
and without knowing the clustering or 
grouping of the figures he undertakes 
to analyze and to deduct certain items 
eu them not knowing what they are 
or. 

Q.—I am afraid I must ask you not 
to criticise? A.—I do not wish to 
criticise Mr. Dawson’s work, I am 
in a position to know he is amply able 
to execute the work under other cir- 
cumstances. 

Q.—Just wait a moment; you are 
not put in the box by me at all 
events for the purpose of doing any- 
thing but answering questions you 
are asked, not for the purpose of 
criticising the work other people may 
do. There are others to do that be- 
sides you? A.—I wish just to make 
his clear, because I am in possession 
of the facts which enable me to so 
state that. I thought possibly you 
were not aware of them. : 


MR. McLAUGHLIN: The witness 
does not want to criticise, and there 
is no want of courtesy on Mr. Carrie’s 
part to Mr. Dawson, but Mr. Carrie 
wishes to make plain— 

MR. SHEPLEY: We know he does. 
not agree with the method of making 
up the statement; but the method of 
making up the statement will either 
commend itself or it won’t. 

MR. McLAUGHLIN: TI ask that 
Mr. Carrie be permitted to complete: 
his explanation. 

MR. SHEPLEY: Q.—Would you 
say that an accountant taking hold’ 
of your books will find it very diffi- 
cult to construct a statement of his. 
own? A.—At a glance of a half hour 
or two hours’ work he certainly could 
not get knowledge of our books and 
strike off a statement, unless he had 
the key to it. A statement may be 
boiled down. 

Q.—I am not criticising your method 
of book-keping, I am not saying any- 
thing about that; I ask you whether 
it is not difficult for an acountant 
who is not familiar with your book- 
keeping, for him to take up your 
books and write a statement of assets 
and liabilities? A.—And do it cor- 
rectly; that is just the very point I 
wish to bring out, that it was impos-- 
sible for him to do so or for any ac- 
countant; at the same time I do not 
wish to criticise or to cast any reflec- 
tion on the work of Mr. Dawson, for 
which I know he is amply able. 

Q.—Your answer to my question is: 
yes? A.—yYes, 
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Q.—Yes, with a little paint on it? 
A.—Yes, with a little smile on it. 

MR. McLAUGHLIN: I think the 
witness should be allowed to make an 
explanation. 

JUDGE MACTAVISH: He has 
explained it. 

MR. McLAUGHLIN: If a witness 
is only allowed to answer the question 
put to him and not allowed to give 
his explanation the full facts wont 
come out, and after all what we want 
is the full facts. 


JUDGE MACTAVISH: I think he 
has explained it. 


MR. McLAUGHLIN: I think there 
is an explanation which Mr. Carrie 
will be able to make that has not 
been made, and will probably not be 
made. 


The following answers are given by 
Mr. Symons until a change is indi- 
cated. 


MR. SHEPLEY: Q.—I think there 
is only one other matter I want to 
ask you about. Mr. Evans has al- 
ready told us that in view of the fact 
that this inquiry had been directed 
it was thought better not to pay any 
dividend? A.—Not to pay as large 
a cividend. 

Q.—And what you did pay was 
what? A.—3} per cent, or at the rate 
of 7 per cent. 

Q.—With a statement with regard 
to the future? A.—We hoped to be 
able to do better in future. 

Q.—To make it up by a bonus; I 
think this book contains the official 
account of your last meeting of share- 
holders? A.—Yes. We will be very 
glad to have you mark that as an 
Exhibit. 

Report of annual meeting referred 
to marked as Exhibit 115. 

Q.—I see at the bottom of page 17 
of this pamphlet that a question was 
asked by a shareholder where the divi- 
dends had been drawn from, do you 
see that? A.—Yes. 

Q.—I don’t know that you intend- 
ed to do so, but Mr. Evans does not 
seem to answer that explicitly at the 
top of the following page? A.—In 
what respect? 

Q.—What is that ten per cent. of 
the premium income of the Union 
that is spoken of there? A.—That 
is ten per cent. which the National 
Agency received net out of the prem- 
ium income of the Union Life. 

Q.—What do you mean by net, be- 
cause that is not the percentage men- 
tioned in the agreement ? A.—The 
percentage is 20 per cent., I think it 
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is estimated that is worth ten per 
cent., or something, I have not work- 
ed that out, I do not know quite. At 
any rate there is a percentage arising 
of net to the National Agency out of 
that agreement. 

MR. McLAUGHLIN: That fol- 
lows from the agreement. The agree- 
ment provides for 50 per cent. com- 
mission, and the National Agency 
spend 80 per cent. of that, which 
leaves them ten per cent. of the whole 
thing net. 

MR. McLAUGHLIN: In already. 


‘MR. SHEPLEY: The agreement is 
in, yes. Are you able to make a 
statement as to what 10 per cent. on 
the premium income of the Union Life 
amounts toP A.—No, I could not. 


Q.—Are you able to say whether or 
not it comes to such an amount as 
enables 10 per cent. to be paid upon 
the capital stock of the National 
Agency? A.—I should think so, al- 
though I could not say without ex- 
amining the accounts. 

Q.—Then you have not considered 
at allP A.—No. 

Q.—Then what is the meaning of 
ths statement, Mr. Evans: ‘‘In ad- 
dition to this the premium on the 
capital stock has of course been cred- 
ited to profit and loss account.’’ A.— 
That is the premiums on the capital 
stock of the National Agency, that 
is an accretion that can be distrib- 
uted in the way of dividends. 

Q.—Has not that all gone into the 
Union LifeP A.—Well, it was en- 
titled to be held back. It went into 
the Union Life and I suppose it is 
entitled to replace it in some way. It 
is available to the shareholders. 


Q.—You mean it can be taken from 
the Union LifeP A.—Yes. 

Q.—Although it was paid in as 
premium on the capital of the Union 
Life. I would like you to think about 
that a moment, because some state- 
ments that are made in this (Ex. 115) 
I do not understand and I waht to 
understand them. I am not able to 
see how moneys that have been paid 
as a premium upon capital stock in 
the Union Lffe can ever be got back, 
can ever be asked back? ‘A.—They 
could not come out of the Union Life, 
that is perfectly certain. 

Q.—Then what can it be taken out 
of? A.—The premium on the capital 
stock of the National Agency is di- 
visible for any purpose of the Na- 
tional Agency. 
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Q.—If you have got it, but if you 
have paid it all away how are you 


going to divide it, you cannot take ~ 


it out of the capital stock, can you? 
A.—You cannot take it out from a 
source from which it has gone, that is 
quite clear. If there is any money in 
hand which can be used for the same 
purpose, I take it that it can be. 


Q.—If there is any money in hand 
which is available for distribution? 
A.—Yes. 

Q.—That is any profits? A.—Yes. 
Money is not earmarked, so to speak. 


Q.—Then when it is spoken of as a 
source from which dividends can be 
paid, that can never be so unless it is 
availableP A.—Oh, certainly, you 
cannot do it unless it is available. 


Q.—And in respect of the dealings 
with this premium in respect of the 
Union Life, it is not available, that 
is the end of it? A.—I would not 
take it in that way, I think you would 
take the accounts and adjust them. 


Q.—What accounts? A.—TWie ac- 
counts of the National Agency Com- 
pany, the receipts from all sources on 
one side and the expenditures of all 
characters on the other side, and from 
whatever source they were received, 
for the National Agency sharehold- 
ers, except on capital account, would 
be divisible for any purpose of the 
company. 

Q.—The shareholder who has $100 
of stock has paid in addition to the 
$100, $25 or $50P A.—$25 more. 


Q.—As the case may be, that $125 
or $150 has in fact gone into the cof- 
fers of the Union Life and it has not 
gone there as an accretion of your 
company’s capital in the Union Life, 
that is true, is it notP A.—Well, tak- 
ing the accounts, taking the value of 
the Union Life’s stock as given in the 
annual return, I take it there is an 
accretion to that caused by the plac- 
ing of moneys on premium account to 
the credit of the Union Life. 


Q.—You may get it out of the 
Union Life as a dividend upon your 
capital when it has earned profits, but 
you cannot get it back as a premium 
that you paid on your stock, can 
youP A.—Oh, no, you could not get 
it back that way. 


Q.—Then if your company earns 
enough to pay the 10 per, cent. divi- 
dend upon its stock, then it can pay 
it, and if it earns enough besides to 
pay back the premium it can pay 
that? A.—Yes. 
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Q.—It never has earned anything 
more than enough to pay the 10 per 
cent. dividend? A.—No I don’t sup+ 
pose it has. Never tried it. 


Q.—Then we pass on from that and 
then comes the question which has di- 
vided us upon these accounts. “To 
the earnings for the year must also be 
added deferred commissions on existing 
and paid for business.’? That is a 
question for the Union Life not for 
the National Agency? A.—No, that 
is a question for the Union Life. I 
suppose the National Agency. as man- 
aging agents and being entitled 


Q.—As owner? A.—As owner and 
also as agent, would be entitled to have 
the accounts struck to ascertain what 
those deferred premiums are and to 
ascertain what its proportion would 
be. I suppose that is what is meant 
there. 


Q.—Then the question is asked, has 
the dividend been paid out of the cap- 
ital stock, at page 19 again, to which 
Mr. Evans responds, ‘‘The statement 
which I have shows where the dividend 
has come from. -If the dividend had 
been paid from the capital it certainly 
would show in the statements which 
have been sent out to you at the close of © 
each year.’”’ ‘‘Mr. Carrie: As a mat- 
ter of fact you have not paid divi- 
dends out of capital?’? ‘‘Mr. Symons; 
We have not.’’ That is all I want to 
refer to from that. Then what did 
you say, or was it somebody else who 
was answering about that, arriving at 
the value of your interest in the Union 
Life by multiplying the weekly debit 
by 1380P A.—I answered a question 
as giving the reason for valuing that 
asset in that way and our authority 
for that. 


Q.—Your authority for that was? 
A.—Our consulting actuary. 


Q.—And I think you gave us the 
actual correspondenceP A.—Yes I 
think so. 

Q.—You visited Mr. Harvey and had 
a consultation with him in Jersey 
City? A.—yYes. 

Q.—You came back and wrote a 
letter to Mr. Evans? A.—Yes. 

Q.—And subsequently a letter was 
received from Mr. Harvey? A.—Yes. 

Q.—And those two letters cover all 
the work Mr. Harvey did with you and 
what he wrote about it? A.—Yes. 

Q.—Will it be necessary for you to 
give any directions, Mr. Symons in 
order to have your people make out 
for us, so that we may have it here in 
the morning—I understand you are 
soing away for to-morrow—prepared 
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in a similar shape to the preparation 
made in the case of the Union Life 
Company, a statement of all securities, 
the movement of securities, the sales 
and purchases of securities, the com- 
missions paid upon all these transac- 
tions, through whom they were had, 
and the salaries of your various offi- 
cers in the National Agency, similarly 
to the way in which you dealt with the 
Union Life? A.—Yes, if you will make 
out a memorandum of just what you 
want I will see that it is done to-night. 

Q.—I will do that by marking a 
* copy of the questions that I put to the 
Insurance Company. With that I 
think I have completed what I have to 
ask Mr. Symons. 


MR. HELLMUTH: T do not think 
there is anything that I can usefully 
follow up. My learned friend has cov- 
ered the investigation of the affairs 
of the National Agency as fully as I 
think they can be, and, as I have said 
before, the actuary is going to speak 
as to the business of the insurance 
company and I will then have some- 
think to say. 


MR. SHEPLEY: All witnesses of 
course are subject to recall. 


JUDGE MacTAVISH: Yes, they 
must understand that. 


MR. HELLMUTH: I thought that 
if when the actuary went in there was 
some practical part of the insurance 
effected by this company, Mr. Evans 
might be put back in the box with re- 
gard to that part. That is why I did 
not go into the matter with Mr. Evans, 
I understood that he would be sub- 
ject to recall. 


JUDGE MacTAVISH: Yes, the wit- 


nesses are available at any time. 


MR. SHEPLEY: T said I would put 
in what may be called the actuarial 
correspondence of December, 1905. The 
first is Mr. Symon’s letter to Mr. 
Evans, detailing the result of his visit 
to Mr. Harvey at Jersey City. That 
is followed by a letter from Mr. Har- 
vey himself stating the conclusions 
that he has arrived at, independently 
of course of Mr. Symons statement of 
them. (Exhibit 116.) If I might sug- 
gest, as it is nearly the adjourning 
hour it is hardly worth while to com- 
mence with Mr. Harvey so late in the 
afternoon. 

(Adjourned to 10.30 on Friday the 
11th day of May, 1906.) 
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Toronto, May 11th, 1906. 


MR. SHEPLEY: It is an unfortu- 
nate thing in respect of the reporting 
of yesterday’s proceedings in one of 
the newspapers—the newspapers are 
supposed to be very careful, and on 
the whole they are very accurate—but 
it is an unfortunate thing that the 
state of facts, whether good or bad, 
attributed yesterday in the evidence 
to the National Agency, appeared so 
as to be attributed this morning in 
one of the newspapers to the Union 
Life. I desire to make that correction 
publicly, because a statement of that 
sort is calculated to do the Union 
Life Company perhaps considerable 
harm. We were not discussing the 
balance sheet of the Union Life yester- 
day at all, but of the National Agency 
Company. 


JUDGE MACTAVISH: I think it is 
right that any misrepresentation of 
that kind should be corrected at the 
earliest moment, and if the report 
tends to give a wrong impression at- 
tention may properly be drawn to it. 
The company I think is entitled to 
that explanation. 


CHARLES G. HARVEY, sworn, ex- 
amined by 


MR. TILLEY: Q.—What is your 
occupation? A.—Actuary. 

Q.—Where do you reside? A.—I 
have my office in Jersey City. 

Q.—Carry on business as an actuary 
for any insurance companies— A.— 
Yes, as actuary of the Colonial, and 
consulting actuary of different com- 
panies. 

Q.—A general consulting practice? 
A.—Yes. 

Q.—And in particular you are the 
actuary of the Colonial Insurance Com- 
pany? A.—TI am. 

Q.—Is that what it is called? A.— 
Yes. 

Q.—How long have you been actu- 
ary of the Colonial? A.—Almost from 
its commencement. 

Q.—How many years would that 
take you back? A.—It would take me 
back from the commencement of the 
company, that would be eight complete 
years. 
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Q.—Prior to that time were you ac- 
tuary for any other company? A.—I 
started in business over forty years 
ago with the London and Prudential; 
I entered that company as the junior 
clerk forty years ago. 


Q.—That is an English Company? 
A.—Yes sir. 


Q.—Does it carry on an industrial 
business? A.—Yes. 

Q.—And then you remained with 
that company for some years in one 
capacity and another? A.—Nearly 20 
years; during that time I qualified for 
the institute of actuaries and became 
a fellow of that institute, and conse- 
quently an actuary. 


Q.—And then you severed your con- 
nection with the Prudential Company 
in England? <A.—Yes, 


Q.—And soon after became associat- 
ed with the Colonial? A.—No, with 
the Metropolitan of New York. 


Q.—How long were you with the 
Metropolitan? A.—I came out for a 
year, and I got homesick and went 
back to England, and then two or 
three years afterwards they urged me 
to come out to them again, and that 
time I stayed with them about 6 years, 
and after that I connected myself with 
the Colonial, and took up a general 
consulting business. 


Q.—That brings us down to date? 
A.—Yes. 

Q.—Are you a director of the Union 
Life Insurance Company? A.—TI am. 

Q.—When did you first become con- 
nected with the company in any ca- 
pacity? A.—I think it was in the 
year 1902, I am not quite sure, just 
when they began the industrial busi- 
ness, and I presume just after they 
had purchased the North American 
provident business. 

Q.—Both the Metropolitan Company 
that you speak of and the Colonial 
Company carry on large industrial 
business? A.—Yes, practically indus- 
trial. 

Q.—And then when the Union Life 
commenced industrial business you 
were consulted by the Union Life? A. 
—Yes. 

Q.—In what capacity were you con- 
sulted, what was the object of your 
consultation with them? A.—<As to 
the form of policy they should issue 
and the rates they should charge. 

Q.—They consulted you as to the 
terms of the particular policy they had 
better issueP A.—Yes. 

Q.—And then having settled that 
what rates should be charged by the 
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Union Life to make the business pro- 
fitable eventually, I suppose? A.— 
Yes. 

Q.—Then was that the extent of 
your connection with them at that 
time? A.—Yes. 


Q.—Did you settle the terms of the 
policy with them? A.—Yes. 


Q.—Has that policy any particular 
name? A.—yYes, it is called the In- 
dustrial Savings Bank Policy. 


Q.—And that is the form of policy 
that is extensively used by this com- 
pany? A.—Wholly used in the indus- 
trial branch. 


Q.—Was that a policy that you 
adopted from some other company? A. 
—No, it is one I invented myself, bas- 
ed on my experience. 


Q.—And used first by this company 
so far as you know? A.—Used only by 
this company. I made the company a 
present of the policy, and having first 
copyrighted it in the United States 
for any protection that might afford 
me I then transferred all rights in the 
policy free of all charge to them, and 
they copyrighted it in Canada. 


Q.—The situation with regard to 
that is that you hold the copyright 
on the policy in the United States and 
the Union Life Company hold the copy- 
right on the policy in Canada? A.— 
That is so. 


Q.—And I suppose your view would 
be that the Union Life could not use 
that policy in the States without your 
consent, and you could not use it here 
without the Union Life’s consent? A. 
—That is so. 


Q.—That is the way you have 
divided the territory regarding the 
policy? A.—Just so. 


Q.—Were you permanently em- 
ployed by the company at that time 
in any capacityP A.—No, simply as 
consulting actuary, they paid me a 
small annual retaining fee, and they 
were at liberty at the end of any 
year to discontinue it. 


Q.—Did that retaining fee continue 
for some time? A.—It has contin- 
ued, I think it dated from the end of 


- 1902, so that I would have received 


a retaining fee for 1903, 1904 and 
1905, and I am still receiving the 
same retaining fee for 1906. 


Q.—At a later date your connec- 
tion with the company changed some- 
what. did it not? A.—I became a 
director. 
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Q.—And how was that brought 
about? A.—There was a vacancy on 
the Board and Mr. Evans wrote to 
me and said he would like to pay me 
the compliment of submitting my 
name to fill the vacancy. 


Q.—Do you remember when that 
was? A.—I think it was towards 
the close of last year 1905, it might 
have been in the fall or a little later, 
but somewhere about then. 


Q.—Was that at the time that you 
were discussing with them, or had 
been discussing with them, very 
shortly previous, the amount that the 
Union Life stock should be carried 
into the balance sheet as an asset? 
A.—No, that had not been touched 
at that date, and in fact I did not 
at once accept Mr. Evans’ offer to 
become a director. I think I wrote 
a tentative kind of letter inquiring 
as to what my liability would be and 
so forth, and then Mr. Symons came 
up and saw me in Jersey City, and 
I put this question to him: Are you 
sure that you will in the future be 
able to get enough money to conduct 
the business of the company, because 
I do not wish to be identified with a 
failure? He assured me that he 
could, and I said, In that case then I 
will become a director. 


Q.—You had in mind at that time 


the large outlay that is required to 
obtain industrial business? A.—Yes. 


Q.—We will deal with that later, 
but your question to Mr. Symons was, 
Are you sure you will be able to 
obtain that money? A.—Yes. 

Q.—To carry it over what you 
might call the critical period in the 
company’s experience? A.—Yes. 

Q.—And I suppose you. also 
inquired about the shares you would 
qualify on as a director? A.—yYes, 
they had already informed me _ of 
that. 

Q.—That they had some shares? 
A.— Yes. 

Q.—And I suppose you, in the 
natural course of events, inquived: 
es to whether that stock was paid up? 
A‘—Yes: 

Q.—And you found it “was? “A.— 
Ten per cent. of the subscribed capi- 
tal. I think. 

Q.—That is to say what calls had 
been made on it were paid? A.— 
Yes. 

Q.—Did you get anv assurance 
with’ respect to your liability on that 
stock for the 90 per cent.P? A.—No, 
no guarantee or anything like that. 
As a matter of fact the National 
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Agency paid for that stock, I have 
not paid one single cent into the 
Union Life. 

Q.—Those would be the 25 shares 
that were held by another director, 
and they were transferred to you? A. 
—That is it. 


Q.—And you have paid out noth- 
ing with respect to them? A.—Not 
a cent. 

Q.—And I still suppose they are 
your property now, you do not hold 
them in trust for any person? A.— 
I do not hold them at all. I gave a 
power of attorney to Mr. Carrie to 
hold them for me. 


Q.—You gave a power of attorney 
to Mr. Carrie to accept the shares 
for you? A.—Yes. 

Q.—You spoke of the cost of estab- 
lishing business, just describe first 
the general features of an industrial 
business that distinguish it from the 
ordinary life insurance business? A. 
—In the first place the premiums are 
collectable weekly instead of annually 
or quarterly. 

Q.—It is weekly collection of the 
insurance premium A.—Yes. 

Q.—And it is a collection person- 
ally made by agents, is it not? A.— 
Yes. ; 

Q.—That is they call upon the 
insurer to obtain his money? A.— 
Yes. 

Q.—That is universally so? A.— 
Yes, all the world over. 

Q.—And it has never been attempt- 
ed to have the insurer remit the money 
to the agent? A.—Yes, many a time; 
it has been found impracticable. If 
you want industrial insurance you 
must conduct it in a way that all the 
companies at the present time are con- 
ducting it, going around and collect- 
ing the money from the insured, and 
of course the insured has to pay for it. 

Q.—The insured must pay the ex- 
pense of his collector coming to him 
for the money? A.—Yes. 

Q.—That is the first distinguishing 
feature; what other feature of that in- 
surance distinguishes it from ordin- 
ary, insurance? A.—The premiums 
are loaded much heavier to provide 
for the extra expense. 

Q.—That is consequent upon the ex- 
pensive way in which the business is 
carried on? A.—Yes. 

Q.—Could you give me in general 
terms a statement to indicate the dif- 
ference in loading to cover this ex- 
pense? A.—Yes. In the case of) an 
ordinary without-profit company the 
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loading might vary from about 15 
per cent. to 25 per cent., it will vary 
with different companies. 

Q.—That is quite so; that is, you 
take the net premium which under 
ordinary circumstances would pay the 
insurance according to the table of 
mortality, and computing the interest 
at a certain rate without regard to 
any expense of managing the company 
or carrying on the business? A.—Yes. 

Q.—Then you would add to that 
from 15 to 25 per cent.? A.—Yes, it 
would vary with different companies. 

Q.—That is to cover the expense of 
managing the company and carrying 
on the businessP A.—Yes. 

Q.—If that is what you add in the 
case of an ordinary life company what 
would you add in the case of an in- 
dustrial company? $A.—Practically 
double the net premium. 

Q.—You would take 100 per cent.? 
A.—Yes. 

Q.—You would multiply by two? A. 
—So as to allow a marginal loading 
of 50 per cent. If you double the 
premium then when you come to spend 
that premium you can only spend 
fifty per cent. of it in order to leave 
the net premium intact. It would 
provide for an expense ratio of 50 per 
cent. of the premium. 

Q.—That is to say 50 per cent. of all 
the premiums received from the in- 
sured should be spent in the expense 
of carrying on the business, and that 
would still leave the net premium to 
pay the insured? A.—Yes. That load- 
ing of 100 per cent. is not exact; it 
is not exact in the case of the Union 
Life, because they adopted competitive 
rates, and this Savings Bank policy 
being a more expensive policy for the 
company to carry it follows that the 
marginal loading is rather less than 
50 per cent., and it varies from pretty 
nearly 50 per cent. down to 41 per 
cent., and you might take the aver- 
age margin of loading at about 45 
per cent. 

Q.—I want to ask you this, not to 
give your information out too rapidly 
because we cannot follow you as readi- 
ly as another actuary would; what I 
understand you to say is that the form 
of policy issued by the Union Life is 
an advantageous policy to the insur- 
ed? A.—It is, it is the best policy 
issued in the world by any company. 

Q.—Then the result of that means, 
does it, that the reserve that would 
be required for that policy would be 
higher than the reserve required on a 
policy not so advantageous for the in- 
sured? A.—Yes. 
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Q.—That all affects the cost? A.— 
Yes. 


Q.—And the result is that charging 
the same premium it would leave a 
little less for expenses? A.—Yes. 


Q.—That is what you mean with re- 
gard to this particular Savings Bank 
policy of the Union Life Company? 
Ay Yes, 


Q.—In a general way then it can 
be said I suppose that industrial prem- 
iums would be 75 to 85 per cent. higher 
for loading than the ordinary prem- 
iums of life insurance companies. A. 


Yes. 


Q.—You have mentioned these two 
matters that distinguish the industrial 
business, the weekly collection of prem- 
iums and the increased expense or in- 
creased premiums that must be de- 
manded; in what other respect do they 
differ, are the policies of the same 
amount as in ordinary life? A.—In 
ordinary life policies it is usual to 
make the sum insured constant and 
the premium variable, whereas in in- 
dustrial insurance the premium is con- 
stant and the sum insured is variable. 

Q.—Put that in English? A.—You 
take the prospectus of any ordinary 
company you will find they quote rates 
so much per thousand of insurance; 
if you take the industrial prospectus 
you will find they quote the amount 
of insurance that will be given for a 
level weekly premium of say five cents 
or a multiple of five. 

Q.—That is to say the premium is a 
certain amount per week? A.—Yes. 

Q.—And then the company indicates 
to the person to be insured how much 
insurance he can get for that level 
premium at his age? A.—Yes. 

Q.—What about the amount of in- 
surance, are industrial policies written 
for as much as the ordinary policies, 
or are they for small amounts? A.— 
It would depend upon the company; 
some industrial companies will write 
up to $1,500 or $2,000 under a weekly 
premium. 

Q.—That would be a large policy 
for an industrial business? A.—Very 
large indeed. 

Q.—The ordinary policy in the in- 
dustrial business would be up to what 
amount? A.—I think a company 
should not issue an industrial policy 
for more than about $500. 

Q.—The extent of the policy should 
be for about $500 at a maximum? A 
—And for. this reason, the premium 
would become so heavy if the insur- 
ance was more than that that the in- 
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sured should be induced rather to go 
into the ordinary branch and take the 
advantage of the lower premium. 

Q.—That is a person that can 
afford to take insurance for more 
than $500 should be taking it at the 
minimum cost? A.—Yes. 


Q.—And that would be under the 
ordinary system of insurance? A.— 

es. 

Q.—I suppose just reversing that 
statement the industrial insurance is 
intended for people who are not able 
to carry much insurance? A.—yYes. 


Q.—And if they get any insurance 

at all it must be for a small amount, 
and their premium payable often, 
but in small amounts? A.—Yes. 
_Q.—And thereby they may be 
induced to keep up the insurance? 
A.—Yes. 
_ Q.—That is the idea, of industrial 
insurance? A.—Yes, it is  princi- 
pally, and was primarily a burial 
fund insurance. 

Q.—That is, I understand you to 
mean it was a method of insurance 
so that persons could provide for a 
ey. to bury the person insured? A. 
—Yes. 

Q.—How small are the policies that 
are issued? A.—About $15 at the 
youngest age for five cents. 

‘Q.—Three cents I was told I think 
was the minimum? <A.—Then it 
would be proportionately smaller. 

Q.—So that the policies are as low 
as $15 at any rate? A.—Yes. 

Q.—That. is the total amount pay- 
able under the policy? A.—Yes. 

Q.—And that is justified, you say, 
on the idea that it would provide 
for a fund for burial purposes? A. 
—Yes, and the amount is also lim- 
ited by the law. 

Q.—The maximum amount that can 
be placed on children of certain 
ages is limited in some cases by the 
law? A.—Yes. 

Q.—How old are _ the _ persons 
insured usually in industrial busi- 
ness, where is the volume of business 
as to age? A.—It would come in in 
the younger years; probably there is 
more insurance at the first age of 
the table than at any other age. 

Q.—What is the first age of the 
table? A.—Age two next birthday 
in this country and in America, but 
in England they will take them as 
young as two weeks old. and it might 
interest you to know from my own 
experience that in England an 
agent will go round and _ say, 
There is a woman far advanced in 
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pregnancy, he will book that child for 
insurance; and when they are two 
weeks old they are insured in the 
Prudential and other companies. 


Q.—There is no limit as to age in 
England, there is a limit made by 
the companies here and in_ the 
StatesP A.—By the law I think. 


Q.—By the law or by the compan- 
ies? A.—A child must be one year 
of age I believe before it can be 
insured. 


Q.—Most of them, however, would 
not be that young; where would the 
body of the insurance be, under five 
years of age or between five and ten 
or between ten and fifteen? A.—I 
did not bring figures as to that. I 
really cannot remember, but I know 
the bulk of the insurance is at the 
younger ages. 

Q.—Is there besides the age of the 
insured and the other matters you 
have told wus about anything else 
that distinguishes, so that a layman 
can get a proper dea of what indus- 
trial insurance involves; that you 
would like to explain or could explain 
to us? A.—I am not aware that 
there is any material difference 
between an industrial policy and an 
ordinary policy. 

Q.—I suppose that the very method 
of collecting the premium brings a 
number of factors into play in deter- 
mining whether a company will be 
successful or not? A.—Yes. 

Q.—There would be, for instance, 
the district in which the company Is 
doing business? A.—Yes. 

Q.—Whether it is thickly popu- 
lated or scattered? A.—Yes. 

Q.—An advantage in favor of the 


. thickly populated district? A.—As 


to the volume of business but not as 
to the quality. 
Q.-What you say is the thickly 
populated district would make it 
less expensive to make the collections 
and do the canvassing? A.—Yes. 
Q.—A greater volume could be 
developed in the same length of 
time, or greater number of  collec- 
tions made in the same _ length of 
time by an agent? A.—Yes. 
Q.—There would be less expense 
for superintendence and that sort 
of thing? A.—Yes. ates 
Q.—But in a congested district the 
mortality rate or death rate would be 
higher? A.—Very much higher. 
Q.—And there is an advantage and 
a disadvantage in that? A.—Yes. 
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Q.—I suppose it would be practi- 
cally impossible, would it not, to 
carry on industrial business in rural 
districts? A.—No, I should say not. 


Q.—Have you been in any com- 
pany where is has been tried? A.— 
There was a company started some 
years ago called The People’ Insur- 
ance Company of Norwich, Connecti- 
cut; that company was successful in 
obtaining a weekly collectable debit 
of about $6,000 a week, and a great 
deal of that business I happened to 
know was gained in the rural dis- 
tricts. 


Q.—Can you say whether coming 
from the rural district in that way it 
became profitable? A.—I think so. 
The company in question never 
expended much capital in obtaining 
its business, but then that was a great 
many years ago, and what was done 
then might not be feasible now. 


Q.—At any rate we can assume 
this, I suppose, that companies start- 
ing in that class of business endeavor 
to start where the population is 
large? A.—Yes; take the case of 
where the population is three or four 
hundred, it might be a man living in 
that village would take up an agency 
as auxiliary to his general work, and 
so add a dollar or two a week to his 
income, but it would not pay to keep 
an assistant Superintendent down 
there, or anything like that. 

Q.—Would you just outline so that 
we can have some idea of the way 
the business is carried on, would you 
outline the organization for an 
industrial business in a city? A.— 
First there is the agent, who is paid 
entirely by results. 

Q.—Paid on commission? A.—Yes, 
on commission practically. 

Q.—You are _ speaking of chief 
agents, are you? A.—No, a regular 
agent. 

Q.—A canvassing agent? A.—Yes; 
an agent who is supposed to get his 
living out of the business. Then there 
is the assistant Superintendent who 
would have probably about five of 
these agents under his exclusive con- 
trol. They might be in a district four 
or five of these assistant superintend- 
ents. If there were five there would 
probably be about 25 agents, and there 
would be one man over the whole, call- 
ed Superintendent. These assistant 
superintendents are paid a weekly sal- 
ary. 

Q.—They are not paid by commis- 
sions? A.—wNo, they are paid entirely 
hy salary. 
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Q.—And the head Superintendent ? 
A.—He is paid the same way. 

Q.—Then, are you indicating now 
the system that the Union Life adopts, 
or is that the standard system adopted 
by all? A.—It is universal in indus- 
trial business. 

Q.—And I suppose that the city it- 
self in which all these persons worked 
would be divided into certain districts 
or areas in which each could work? 
A.—Yes. 

Q.—And would not be allowed to 
work in any other person’s district? 
A.—Yes, and if the city was very large 
there might be three or four super- 
intendents. In some of the American 
cities there are three of four super- 
intendents there of the same company. 

Q.—That involves a good deal of 
expense? A.—Yes. 

Q.—And I suppose there would be a 
substantial expense to the company by 
defaulting agents? A.—yYes, chiefly in 
the matter of what is termed special 
salary. 

Q.—Just indicate in English what 
you mean by special salary, as distin- 
guished from any other remuneration 
the agent gets? A.—lIt is the amount 
paid to the agent as a new business 
fee. 

Q.—That is the special salary? A. 
—Yes. 

Q.—Each agent has a book in which 
his weekly debit appears for him to 
collect? A.—Yes. : 

Q.—That is one of the things he has 
to do, to collect, or attempt to collect 
his weekly debit? A.—Yes, for that he 
is paid 15 per cent. commission. 

Q.—He is paid a commission at 15 
per cent. on the weekly debit so far 
as he collects it? A.—Yes. 

Q.—Besides collecting the weekly 
debit it is his object to add new busi- 
ness so that his weekly debit will be 
increased? <A.—Yes. 

Q.—On his new business he gets 
what you call the special salary? A. 
—Yes. 

Q.—And how is that computed? A. 
—It is computed on the net increase; 
by that I mean if a special salary is 
paid an agent when his debit is a. cer- 
tain figure, and that debit gets small- 
er on account of lapses, that he would 
not be paid any more special salary 
until he had made that increase in the 
debit good, in other words he is paid a 
special salary on the net increase in 
his debit. 

Q.—If I understand you right it 
comes down to this, that if an agent 
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once gets his weekly debit up to $6— 
would that be an average, or is that 
too high? A.—That would be very low 
I should think for an agency to be 
self-supporting it ought to be about 
$50. 

Q.—An agent who has his weekly 
debit up to $50, if it runs back to $45 
and he brings it back to the $50 he 
gets nothing for bringing it back to 
the $50? A.—No. 


Q.—He only gets paid special salary 
on the progress he makes over his high- 
est debit? A.—Yes. 

Q.—No matter how long before that 
debit existed? A.—Yes. 

Q.—And what you say is he is re- 
munerated for this increase in debit 
by way of special salary? A.—They 
give him 15 times the weekly increase. 


Q.—The weekly debit is the weekly 
premiums he receives? A.—Yes. 

Q.—If he increases that by a dollar 
then the company would pay him 15 
for that increase? A.—Yes. 


Q.—And that would be paid to him 
in cashP A.—Yes. 

Q.—And then he is paid a commis- 
sion of 15 per cent. on the amount of 
that weekly debit that he afterwards 
collects? A.—Yes. 

Q.—From week to week? A.—Yes. 

Q.—Are you giving us now the rates 
of payment of the Union Life? A.— 
I fancy the agent’s agreement with the 
Union Life is a little different. I have 
not a copy of it, but it is rather more 
favorable to the company, I fancy on 
the whole than that. 

Q.—You are giving us now what 
might be regarded as standard salaries 
paid by industrial companies? A.— 
Yes. 

Q.—And you think if there is any 
differenee between the Union Life and 
other companies in that respect it is 
in favor of the Union Life Company? 
A.—It is. 

Q.—And against the agent, so to 
speak? A.—Yes. 

Q.—Can you tell us to what extent 
that is so? A.—I can show you a 
copy of the agent’s agreement if one 
is in Court. 

MR.TILLEY: I will put in now as 
an exhibit three forms of contract used 
by the National Life. The first is the 
agreement between the Union Life 
and the Manager, and I understand 
from Mr. Evans that that means the 
person that Mr. Harvey has described 
as Superintendent? A.—Yes. 

Q.—Then the second is the agree- 
ment between the Union Life and the 
Superintendent, and you have des- 
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cribed him as Assistant Superintend- 
ent? A.—Yes, 


Q.—And then the form of agree- 
ment between the Union Life and the 
regular canvassing agents of the com- 
pany; so that those will explain what, 
if any difference, there is between the 
terms that the Union Life adopts and 
the ones you have mentioned? A.— 
Yes, a slight difference in favor of the 
company. 

The three forms of contract between 
the Union Life and their Managers, 
Superintendents and Canvassing 
Agents were filed together as Exhibit 
tL7; 

Q.—You were saying that there is 
a substantial expense to the company 
by reason of defaulting agentsP A.— 
Yes, principally in the matter of this 
special salary. 


Q.—I understood you to indicate 
that the special salary or-the payment 
made in regard to increase of busi- 
ness, is paid in the week that the in- 
crease occurs, and is never paid again 
for that increaseP A.—No. 

Q.—It is just paid once for all? A. 
—Yes. 

Q.—What were you going to say 
when I interrupted you? A.—In the 
case of a new company the agent has 
only to look to this special salary for 
a means of living. 


Q.—Because he has no debit on his 
books? A.—No debit. 

Q.—He has no weekly collection of 
any amount? A.—No. Special salary 
presses more hardly on a new company 
than it does on an old for that very 
reason. If an agent has a collectable 
debit of $50 a week and he gets below 
what is termed claiming point in the 
matter of special salary, he has the 
collections on that debit to fall back 
upon in order to live, whereas if he 
has not got that debit he has no means 
of living at all, and he gets out. 

Q.—The agent who is building up 
his business and has no income from 
collection work he has nothing sub- 
stantial to lose by giving uv the work 
at any time it is not going to his 
satisfaction? A.—Yes. 

Q.—Whereas the agent who has been 
in the business for some time, and has 
a weekly debit he gets something to 
cover his expenses anyway? A.—Yes, 
and they will stay with the company; 
and then you see the company has to 
pay that special salary over again. to 
a new agent. For instance supposing 
an agent has raised a debit of $10 a 
week, on which the company would 
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have paid him $150, 15 times, and 
then he gets out and that debit falls 
down to $8, the company cannot 
charge the new agent with that $2 
decrease; they have to start him from 
the $8, and so they have to pay that 
special salary twice over; it might be 
three times over if they have many 
changes of agents. 


Q.—What I understand you to say 
is, if one agent leaves the company 
and his business is transferred to a 
new agent then the transfer is made 
based on the amount that exists at the 
time it is transferred to the new 
agent? A.—No, subject to lapses. 

Q.—Take it this way; supposing an 
agent canvassing for business gets a 
weekly debit of $10 on his books? A. 
—Yes. 


Q.—If that falls down to $8 he can- 
not be paid any special salary till it 
comes back to the $10? A.—That is 
SO. 

Q.—If he leaves the company when 
it is down to the $8, and it is trans- 
ferred to a new agent that new agent 
would get special salary for bringing it 
from $8 back to $10? A.—No, he 
would get special salary for bringing 
it from a lower figure, because he 
would be allowed a certain time in 
which to go over the debit and weed 
out non-paying business. 

Q.—He would be allowed for a cer- 
tain shrinkage below that, because he 
is not responsible for the quality of 
that debit? A.—That is the idea. 


Q.—Is there any definite standard 
for depreciation, or does it depend 
upon the result of the attempt to col- 
lect by the new agent? A.—He is 
given a certain time in which to go 
over the debit and determine what is 
good and what is bad. 

Q.—He is given a certain length f 
time for the company and the agent 
to come to some decision on what 
should be valued for the debit that 
was turned over to him? A.—Yes. 

Q.—In the very nature of things 
that is a matter which would bear very 
hardly on a new company starting 
business? A.—Most decidedly. 

Q.—I suppose that would be one of 
the chief things it would have to con- 
tend with? A.—yYes. 

Q.—The re-placing of agents who had 
become discouraged and given up? A. 
A.—Yes. 

Q.—And possibly had taken some of 
the company’s money with them? A. 
—In some cases that might happen. 

Q\> That. tis,"a” fattaisuaw not, that 
their being small amounts they would 
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be hard to collect the small sums? A. 
Yes. 

Q.—And in the aggregate it might 
amount to a great deal for the com- 
pany, but in the case of a particular 
agent hardly worth while going 
after? A.—Yes, but the principal 
loss is having to pay that special 
salary over more than once. 


Q.—Then what would you _ say 
would be the lowest debit on which 
the business could be said to be so 
established that the company would 
be past that danger point—I mean to 
say what debit should an agent have 
on his books before he is anchored, 
so to speakP A.—I think if a com- 
pany had an average debit of $40 
per cent. it would be in a pretty good 
shape, that is only a rough estimate, 
you understand. 


Q.—Can you say how many years 
it .takes for a company to get its 
agents with that average debit on 
their books? . A.—It would vary with 
different companies. 


Q.—I would like to ascertain just 
in the same way whether it is three 
years or ten years or fifteenP A.— 
It would depend on how far a com- 
pany had branched out; suppossing 
a company was only working in the 
city of Toronto, supposing it only had 
50 agents, it stands to reason they 
get that debit much quicker with 
50 agents than they could probably 
with 600 agents scattered all over 
the country. I don’t know that I 
could answer that question on that 
account. 

Q.—That is to say every time it 
establishes a new agent it is like 
being a new company to that extent? 
A.—Yes. 

Q.—It has to start with that 
agent? A.—yYes. I can say this that 
a company may be very careful about 
increasing its field force because it is 
so expensive; a company will gener- 
ally try and start from the commence- 
ment with the field force it is going 
to retain for a great many years to 
come, and place that on a self-supy 
porting basis. 

Q.—It being a dangerous thing at 
any time for the company, there is 
danger of loss at any time for the 
company to try and extend that 
field force? A.—If it did to any 
extent it would be beginning over 
again, as far as the new territory was 
concerned. 

Q.—Then can you say what total 
debit a company should have before 
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it is on a self-supporting basis? A. 
—That would depend on the circum- 
stances. In Canada the death rate 
is very low, that is to say the con- 
ditions of life as regards industrial 
classes are very much more favorable 
in Canada than they are in_ the 
United States, and that alone would 
enter very largely into the question 
you have asked. 


Q.—You say that the weekly debit 
in Ontario would be self-supporting 
before the same debit in the United 
States would make the company self- 
supporting, by reason of the lower 
death rate here; A.—Yes, it would 
have a very appreciable effect 
indeed. ~ 

Q.—Can you say how the death rate 
in Canada compares with the death 
rate in the United States in this 
industrial class of insurance? A.— 
Yes, I can say that. 

Q.—What have you to say about 
that? A.—The lowest death rate 
experienced by an American indus- 
trial company is that of the Colonial 
Life Insurance Company of Jersey 
City, of which I am the actuary. 
That death rate last year was 25.8 
per cent. of the premiums. That is 
they spent that amount out of the 
premiums, 25.8. In the case of the 
Union Life they spent 15.8, or a dif- 
ference exactly of 10 per cent. of the 
premiums. 

Q.—Then what you say is that the 
experience of the Union Life has 
been 10 per cent. better in the matter 
of death rate than the best company 
in the States? -A.—Yes, 10 per cent. 
of the premiums better. 

Q.—10 per cent.: of the total prem- 
lum income that means? A.—Yes, of 
the total premiums received during 
1905. 

Q.—Then is there any other Can- 
adian Company that carries on such 
an industrial business, so that you 
should make a comparison with that 
company? A.—No. The Metropolitan 
is of course an older company, and you 
would expect on that account a 
higher death rate because the aver- 
age age of the insured would be 
greater with’ the Metropolitan than it 
would be with the Union. 

Q.—Does that apply in your insur- 
ance just the same as it does in the 
ordinary insurance, or would that 
not reverse somewhat? <A.—In the 
_ ease of child insurance it would apply 
the other way because the mortality 
decreases. 

Q.—As they get a little older it 
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decreases? A.—Yes. Then there is 
another element that must be taken 
into account and that is that in com- 
paring the death rate according to 
the amount paid and the premiums 
received, that the Metropolitan are 
giving a policy for a much _ smaller 
amount than the Union is. 

Q.—So that it would cover more 
persons, there would be more individ. 
uals? A.—What I mean is that the 
sums insured in the Metropolitan be- 
ing smaller than the Union, and the 
premiums being the same, it would fol- 
low that the claim ratio to premiums 
must necessarily show smaller than in 
the Metropolitan, because the Union 
are granting policies for larger sums 
insured. 

Q.—Do I understand that the Me- 
tropolitan is the only other company 
carrying on industrial business exten- 
sively in Canada? A.—Extensively, 
I should say yes. 

Q.—That is why you refer to that 
company in answer to the question I 
put you, because there is no other 
company? A.—Well, there is_ the 
London Life. They issue I believe 
exclusively, or nearly so what is 
termed an endowment business, where 
again the sums insured for the same 
premiums would be much smaller than 
they would be under a whole life 
contract. 

Q.—I am not asking you to compare 
one company with the other particular- 
ly, but I am just asking you whether 
this comparison that you have made 
between the Union Life and _ the 
Colonial would turn out generally as 
between Canada and the United 
States in the way you have stated, in 
other comparisons between other com- 
panies? A.—As far as the death rate 
is concerned? 

Q.—Yes. A.—Well, as I said, the 
death rate of the Colonial is _ lower 
than that of any other industrial 
company in the United States. Very 
much lower. 

Q.—Then is that difference in the 
death rate do you think owing to the 
conditions of life here as compared 
with the conditions of life of the part- 
ies who are insured in the States? 
A.—Very largely. 

Q.—That is to say in the larger 
cities in the States the death rate is 
higher? A.—Very much higher. 

Q.—Where the people are living in 
congested districts? A.—Very much 
higher. The death rate, measured by 
the premiums, in some of these large’ 
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cities, as it affects the industrial 
insurance, may be 60 and even 70 per 
cent. of the premiums against 15 per 
cent. in the Union Life in Canada. 


Q.—That would leave a gain of 10 
per cent. of the premiums, that 
would amount to a considerable item 
would it not? A.—Yes. I would like to 
add that in the case of the Colonial 
they grant exactly the same sums 
insured as does the Union, and so the 
comparison between the two would be 
very fair in that respect. 


Q.—Then I suppose from what you 
have said, that the death rate 
would be very high in the large cities 
in the United States? A.—Excessively 
so. I think I said that it has reached 
as high as 70 per cent of the premé 
iums. 

Q.—In certain places? A.—Yes. 


Q.—That would be in the large cit- 
ies always I suppose? A.—No. I 
have now reference to the lower part 
of New York City, when I say from 
my personal knowledge that the claim 
rate on the premiums’ reached for 
many years 70 per cent. 

Q.—Then I suppose that the indus- 
trial insurance is placed on children 
who for the most part reside in the 
poorer parts of a city? A.—yYes. 

Q.—And very little of such insur- 
ance where the parties are in such 
circumstances that they can reside in 
the better parts of the city? A.— 
Yes, the death rate on children in- 
sured in industrial companies is not 
excessive. It runs somewhere near 
the general population tables. 

Q.—I was going to ask you that. 
I suppose that it has always been a 
matter of question whether industrial 
insurance, and insurance on the lives 
of children of such young years, 
whether it is justifiable or not, 
whether it tends to increase the death 
rate with the children insured? A.— 
I should say not. 

Q.—I suppose that has been a mat- 
ter of investigation and discussion 
from time to time, has it not? A.— 
Yes. JI can tell you something about 
that. 

Q.—If you have any statement to 
make about that, we would be glad to 
have it? A.—In 1895 a Bill was in- 
troduced into the Massachusetts Leg- 
islature to prohibit child insurance, 
and ‘it was introduced at the instance 
of a society for the prevention of cru- 
elty to children. The Vice-President 
of that Society was the Honorable 
John D. Long. In summing up his 
speech he said: ‘‘I ask you to reject 
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this Bill because it deprives the poor 
of a genuine benefit, because it de- 
stroys a system which is rooted in 
human nature, because you leave a 
vacuum with nothing to supply it, be- 
cause you deprive the poor man of the 
right to bury his child in something 
else than a pauper’s grave, and I ask 
you to reject this Bill not only as an 
officer of the Society for the Preven- 
tion of Cruelty to Children, but I ask 
it in the name of humanity and of 
equal rights.’’ 

Q.—That is the peroration, that was 
his summing up at the end? A.— 
That was the way it went. 

Q.—I am just asking you for the 
different views? A.—Oh, I might 
take up the time of the Court and 
give you a lot of speeches, but the 
question had been brought up time 
and time again. 

MR. McLAUGHLIN: Mr. Harvey 
might be allowed to make his full 
statement. 

MR. TILLEY: Have I prevented 
you saying anything, Mr. Harvey? 
A.—No. 

Q.—You brought out the point that 
I asked you to make, if it could be 
made, as to the argument that can be 
advanced in favor of child insurance? 
A.—yYes. It has always appeared to 
me too ridiculous to suppose that be- 
cause there are $15 or $20 insurance 
on a child’s life that the father and 
mother are going to murder it in order 
to get that money. I think it is sim- 
ply ridiculous. 

Q.—I am asking you to bring out 
the fact that there has been this con- 
tention and argument from time to 
time? A.—There has been. : 

Q.—And there has been investiga- 
tion in different States and countries? 
A.—Yes. 

MR. McLAUGHLIN: And the re- 
sult of the investigation, you might 
ask him that. What has been the 
result of the investigation generally? 

MR. TILLEY: The system is still in 
force in England and the States, and 
in Canada? A.—The system of child 
insurance, yes. 

Q.—So I suppose that indicates the 
result without asking you anything 
more about the result? A.—Yes. 

Q.—Then cannot you give us any 
approximate figure for the amount of 
debit that a company must have, 
taking conditions as they exist in 
Canada if you like, if there is a dif- 
ference between Canada and _ the 
States, before the business will be self- 
supporting and profitableP A.—I 
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should not like to mention any specific 
kind. I can say this, that if the com- 
pany continues to push its business in 
the future as it has done in the past 
it will require contributions towards 
claims and reserve for some years to 
come undoubtedly. 

Q.—Are you speaking now of the 
Union Life? A.—Yes. 

Q.—That is to say, that if new busi- 
ness is sought for in new centres, and 
with new agents, there will be contri- 
butions required for some time to 
come? A.—Yes. 

Q.—If on the other hand a conserv- 
ative policy is followed, and new 
agencies are not established, the time 
when it will be self-supporting will be 
reached sooner? A.—Well, I think 
that the company would not go into 
new territory to any great extent, 
and even if it does not it will take 
a long time to place the present ex- 
tent of business on a self-supporting 
basis. It has already gone as far as 
it should go in the matter of exte.- 
sion for some years to come, and I 
take it that the officers—I am not 
speaking authoritatively, it is only a 
matter of opinion—that the officers 
would get that business on a self- 
supporting basis before the company 
went much farther afield. 

Q.—That is to say that the policy 
now you think should be to develop 
the business in the places where it has 
started and with the staff it now has? 
A.—Yes. 

Q.—And taking it in that way, you 
think the time when the _ business 
would be self-supporting would be 
reached much sooner than if they 
continued to expand as they have been 
doing? A.—Oh, yes, undoubtedly. I 
would like in addition to that to say 
that the company could at any time 
it chose to do so, by being satisfied 
with a smaller increase, so curtai] its 
expenditure as to bring it within the 
premium income. It could do so at 
any time if it chose, and stop these 
contributions from the stockholder. 

Q.—You are speaking now with di- 
rect reference to the Union Life? A.— 
Yes. 

Q.—You say it could by drawing the 
line where the business is now, and 
not trying to reach out too far, make 
itself self-supporting? A.—yYes, by 
concentrating it, by employing one 
agent to collect a business that under 
existing conditions may take five 
agents, because they are seeking for 
new business in addition. But if they 
did that it would be a very small af- 
fair, and it would be a great pity to 
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curtail the operations of the company 
in that way. 


Q.—It would remain then a small 
company? A.—Yes. 


Q.—That has not been the policy the 
company has pursued? A.—Decided- 
ly not. 

Q.—It has been pursuing a policy 
of rapid expansion? A.—Yes, up io 
a certain. , point. 


Q.—And that has required large 
contributions to carry on the busi- 
nessP A.—Yes, and I think that 
whatever the length of time may be 
until the company will become self- 
supporting, that these contributions 
from the stockholders will gradually 
grow less. 

Q.—You do not seem to be giving 
me any mark for weekly debit; what 
should the weekly debit of the company 
be? I suppose it must have a certain 
weekly debit before it is self-support- 
ing even if it does not branch out? 

MR. LANGMUIR: You mean the 
aggregate debit of all the agents? 

MR. TILLEY: Yes, for the whole 
company. What is the present debit? 
A.—It is about $4,200 a week, taking 
in the ordinary branch. 

Q.—Take the industrial insurance, 
and what is it? A.—$3,600 odd. 

Q.—I will put in a statement sup- 
plied by the company, showing its 
weekly debit from time to time. (Ex- 
hibit 118.) At the present time you 
say it amounts to what? A.—About 
$3,600. Rather more. The industrial 
debit. 

Q.—Now is that debit sufficient to 
carry on the business? A.—It could 
be made sulfizient, af the cost of the 
company alw.vs remaining a very 
small company iacdeed. 

Q.—Not at all the company that the 
Directors of the crmpany, so far as 
you know their ideas, have in mind? 
A.—Certainly not. 

Q.—And what debit would you say 
would be more in accoro with what 
the company Tas bad in mind, ac- 
cording to your kiwledge of their 
opinions? A.--Weli, tne idea of the 
officers is to make the Union Life In- 
surance Company the greatest indus- 
trial insurance company in this coun- 
tr 
O.—What does that involve of 
weekly debit, $10,000? A.—Oh, it 
would not be said that ten or twenty 
thousand dollars, as far as that goes, 
the Metropolitan is $20,000, and if 
the Union Life is to become a greater 
company than the Metropolitan it fol- 
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lows that it must get a greater debit 
than $20,000. 

Q.—While that debit is being ac- 
cumulated it means that money must 
be paid into the company to keep it 
running, by some person? A.—Not 


necessarily, until it reaches a debit of: 


$20,000, because the company becomes 
self-supporting. 

Q.—After a certain time? A.—Yes. 

Q.—Where in the progress of this 
company, carrying out the policy that 
is laid down, is it going to cease call- 
ing for contributions from the pub- 
licP A.—I could not mention any 
specified time; all I can say is that 
it will be some time to come before 
they would reach that point, some 
years. 

Q.—Some years before they would 
reach the point where they would 
stop calling upon _ shareholders for 
further money? A.—Yes. 

Q.—Because we have seen that the 
contributions by shareholders by way 
' of premium on stock has been increas- 
ing lately, but that you say is ac- 
counted for? A.—Yes, well, it would 
go down, it would become smaller. 

Q.—But it would continue for some 
years to come? A.—Undoubtedly. 

Q.—That I suppose, Mr. Harvey, is 
something that persons commencing 
industrial business would know and 
anticipate, this large expenditure of 
money? A.—Certainly, it was known 
in the case of the Colonia] Life In- 
surance Company, and the stockhold- 
ers were told before they put up a 
single cent that it would be many 
years before they got any return for 
their money. 

Q.—Then I suppose it is proper to 
say that in a properly conducted com- 
pany that no returns should be made 
to shareholders for some pears in car- 
rying on industrial business, all the 
money the company can get is re- 
quired? A.—It certainly is. 

Q.—It is not a case, is it, for the 
payment of dividends in the early life 
of an industrial company if it needs 
all this money you speak of? A.—Not 
when the capital has been subscribed 
in the usual way. A dividend would 
not be allowed by law. 

Q.—When the capital is subscribed 
in the usual way a dividend would 
not be allowed at all? A.—I want to 
be perfectly fair on that matter. As 
a matter of fact I don’t think that the 
Union could have started if it had not 
had some system such as that under 
discussion now, of paying something 
back to the stockholders. I don’t think 
the stockholders in this country would 
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have put up the money as they have 
done in Jersey City. 

Q.—Then I understand you to state 
that some such method of raising the 
money as the Union Life Company has 
adopted is necessary here? A.—I 
think so. 

Q.—In the case of the Colonial it 
was different, because the shareholders 
all understood in advance just what 
it would involve? A.—yYes, they were 
told; and then again the shareholders 
of the Colonial are very rich people in- 
deed, many of them multi-millionaires, 
and this money they are putting up is 
nothing to them at all. 


Q.—That is a happy state. A.— 
Well, it is so. It is true, nevertheless. 

MR. KENT: I would like at this 
point to ask the witness if there really 
was no inducement offered to these 
shareholders of the Colonial Company 
to put their money—you may say to 
bury it. I cannot imagine that any 
man, whether he is a millionaire or 
not, would invest his money with the 
certainty that he was never going to 
see it again. 

MR. TILLEY: If your honor will 
allow me, I will come to that now, as 
the matter is raised. Where is the 
inducement to a shareholder to put his 
money in an industrial insurance 
business? A.—The inducement is the 
belief that sometime in the future it 
will be a very remunerative invest- 
ment. 

Q.—When you say sometime in the 
future, you mean after this period of 
years you have been speaking ofP A. 
—Yes. 
Q.—After that has all gone byP A. 
—Yes. 

Q.—And the company has developed 
a large weekly debit? A.—Yes, and 
a large reserve fund, because that 
plays a very important part in the 
future profits of the company. 

Q.—That, then, there is the chance 
for the shareholders to have a profit- 


able investment? A.—Most assuredly. 


Q.—Even having regard to all the 
money they have paid out to establish 
the business? A.—Yes. 

Q.—And the lack of dividends? A. 

—Yes. 
,Q.—Now has that been borne out in 
actual experience? A.—It will be 
borne out in the case of the Jersey 
City Company. 

Q.—You mean the ColonialP A.— 
Yes. - 
Q.—I would rather take some ex- 
perience if you can give it. Has it 
been borne out in any case to date? 
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A.—I don’t uite understand what 
you mean by any case to date. 


Q.—You spoke of the Prudential as 
a company that you were associated 


with for some twenty years in Eng- 
landP A.—yYes. 


Q.—And that was a good many 
years ago, so it has been in existence 
for many years? A.—The Prudential 
of London is about 58 years old. 


Q.—Then take the case of such a 
company as that, rather than the case 
of the Colonial, which, while you may 
believe it will be profitable, has not 
yet proven it, I suppose, it has not got 
past that period of paying in money, 
has it, the Colonial? A.—wNo. 

Q.—Then take the Prudental, and 
what can you say about it, has it 
demonstrated that the business is pro- 
fitable? A.—The London Prudential? 

Q,—Yes. A.—Enormously so. 
They are paying enormous dividends 
to their stockholders. 

Q.—That is one of the oldest I sup- 
pose? A.—About the first. 

Q.—And take the case of the Metro- 
politan? A.—They have paid enor- 
mous dividends to their stockholders, 
although they are limited by law to 
a dividend of 7 per cent. of their 
capital, their paid-up capital is 
$2,000,000, and so they only pay 
$140,000 by way of dividends. 

Q.—Then that would involve the 
balance going in reduction of prem- 
iums? A.—That $2,000,000 was paid 
out of the profits, the capital was 
paid up out of the profits, by special 
Act of the New York Legislature, the 
company had the privilege of add- 
ing $1,500,000 to its capital out of 
the profits. 

Q.—Then take the Prudential of 
New Jersey? A.—They pay 10 per 
cent. dividends. 

Q.—How long have they been in 
existence? A.—About 27 years I 
suppose. 

Q.—From what you say, if that is 
a fair statement of experience, and 
I suppose you believe it to be? A.— 
As a matter of fact the stockholders of 
the Prudential of Newark paid in 
hardly any capital at all. If I were 
to say that the total contributions 
to capital of the Prudential of Newark 
were seventy-five or eighty thousand 
dollars I think I should be well within 
the mark. 

Q.—These are cases that indicate 
in a general way that the business 
can be made profitable? A.—yYes. I 
want to say also that the condition of 
affairs now is different from what it 
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was at the time these companies were 
started. 

Q.—What would you say about that? 
A.—It is more difficult to get busi- 
ness and it costs a good deal more. 


MR. McLAUGHLIN: With the 
Prudential there is a million pounds 
of capital. I would lke to get the 
figures accurately. 


MR. TILLEY: It is not necessary - 
to get the figures What do you 
say? A.—The conditions to-day are 
harder than when these companies 
were started. 

Q.—In what respect? A.—It is 
more difficult to get business, and it 
costs a great deal more to get it. 
In those days there was no competi- 
tion, and moreover the people were 
not insured, whereas now they are 
insured. 

Q.—Do you think in view of the 
changed conditions that it is ‘still 
possible to make an industrial insur- 
ance company profitable after the 
expenditure of a sufficient amount of 
capital and the seeing to the proper 
application of that money? A.— 
Yes, I think an industrial company 
would pay a fairly remunerative 
rate to its stockholders in the future, 
but not yet. 

Q.—Then that is the reason that 
would prompt persons to take an 
interest in it? A.—I presume so. 

Q.—But in the case of the Colonial 
the shareholders were well able to 
put up the money and knew what was 
involved? A.—Yes. 

Q.—I suppose that without that 
knowledge on their part, and_ the 
ability to back up the conviction that 
they had, that there would be a 
great deal of trouble and worry about 
getting such a company properly on 
its feet? A.—Undoubtedly. 

Q.—A work that you _ probably 
would not like to undertake? A.—I 
would not. 

Q.—And it is for that reason I sup- 
pose that you say it is necessary here 
to start the business by some such 
means as adopted in this case? A.— 
That is my belief. 

Q.—Now will you tell me what you 
consider to be the advantage of com- 
mencing business as it has been com- 
menced here for that purpose? A.— 
Well, the whole question is vital. If 
some such system as that in use by 
the Union and National Agency had 
not been in existence, the Union Life 
Insurance Comany would not have been 
in existence either. 
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Q.—Do you mean that if the persons 
that: were called upon to put up their 
money knew exactly what was involved 
in the way of delay, that they would 
not go into it? A.—lI couldn’t say. 

Q.—That it would be very hard to 
get them to go into it? A.—TI think 
that if people were told that it would 
be many years before they would get 
a cent of their money back, and that 
during all those years they would be 
called upon for further contribu- 
tions, that it would have been impos- 
sible to have raised the capital neces- 
sary. 

Q.—I suppose that as a fact the 
dividend that has been paid back to 
these shareholders has just increased 
the amount that the compary has 
had to raise from some person else 
or from them? A.—Oh, of course. 

Q.—That has just increased the 
amount they have had to pay, so that 
the shareholders in this case have 
been paying in their money to get 
back their dividend, it was not earn- 
ings in the strict sense of the word, 
it was not profit? A.—Not earnings 
as regards the Union Life, but as 
regards the National Agency, that is 
another matter altogether, and I am 
not familiar with the workings of 
the National Agency. 

Q.—You are a Director of the 
Union Life? A.—I have been for a 
very short time, and I live in New 
York, and do not see much of the 
Union Life. 

Q—But you I think should give us 
your velw on these matters. That is 
self-evident at any rate is it not, that 
this payment of dividends to Nationa! 
Agency shareholders has of necessity 
been one of the means adopted in 
order to keep them satislis], cther- 
wise they would not be wiiliag to go 
into such a venture? A.— I would 
ny there is not the least douvt abcut 
it. 

Q.—Then do you think that that is 
quite the right way to rais3 money 
by not letting the people, or I will 
not put it that way, the resu!t of that 
would indicate that the persons puit- 
ing up the money did not quite 
understand what they wre paying 
their ‘money for? A.—I couldu't say 
whether they understood cr no I 
really know nothing about tha mat- 
ter. 

Q.—Does not that follow? It would 
leave the door open at any rate for 
agents attempting to sell stock to 
rather mislead the person putting up 
the money? A.—I wish to say that 
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at the time I was approached by Mr. 
Symons and Mr. Evans, to become a 
Director of this company, I mentioned 
the National Agency Company and 
wished to know what connection it had 
with the Union Life. It was ex- 
plained to me in a very fair way, and 
the statement was further made that 
there was nothing sub rosa about the 
arrangement, and that the agreement 
was on file at Ottawa and could be 
seen by anyone who was interested in 
the subject. That is the statement 
made to me. If it is not true of 
course I have been deceived, but I 
believe it is true. 

Q.—I do not want you to misunder- 
stand me, Mr. Harvey; I am not at all 
questioning that. I am not suggest- 
ing anything different from that at 
the present time, but whatever the 
possibility of investigation might be 
on behalf of the shareholders, does not 
the fact remain that this payment of 
dividend would tend to mislead as to 
what the real transaction was? <A.— 
I think, Mr. Tilley, in answering that 
question consideration must be given 
to whether the capital put in by these 
stockholders is fully secured or not, 
whether it is safe, because if it is fully 
secured, then surely— 

Q.—No, surely there is a further 
duty than that, Mr. Harvey; besides 
holding your money safe for you, if 
you are one of the shareholders you 
are entitled to know and appreciate 
just what the transaction is that you 
are entering into. Isn’t that so? It 
is for you to say whether it is safe 
and not for the person taking the 
money ? A.—I am unable to say 
what took place between the stockhold- 
ers and Directors of the National 
Agency. : 

Q.—I am not dealing with that for 
the moment; I am dealing with just 
the general plan of the whole thing, 
and taking the one thing that stands 
out plainly, and that is that persons 
were putting in their money and they 
were being paid dividends at a time 
when I think you have said that that 
meant simply that the company must 
get that much more money in order to 
pay those dividends?  A.—It comes 
to the same thing undoubtedly. 

Q.—With that feature of it stand- 
ing out so plainly, is it not obvious 
that the shareholders who would be 
putting up this money would be doing 
it without quite understanding the 
whole nature of the transaction, other- 
wise they would know these were not 
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dividends at all? A.—I don’t know 
about that, because you must take in- 
to consideration the question as to the 
safety of the investment they have 
made. 

Q.—No, it is not for some person 
else to make the investment for the 
shareholders, it is for the shareholders 
is it not to understand fully the trans- 
action they are entering intoP A.— 
As I understand the question the in- 
vestment was made with the Union 
Life Insurance Company, and they pay 
to the National Agency Company a 
certain dividend for the use of that 
money, and the stockholders of the Na- 
tional Agency Company get that divi- 
dend or a part of it. 

Q.—I am not saying that the ar- 
rangement was not quite correct. I 
am simply asking you if, with your 


knowledge of what it involves to start: 


a life company, whether these persons 
who were putting up all this money 
to start this life company could have 
known exactly what they were putting 
their money into? A.—Well, pos- 
sibly they did not, but that would ap- 
ply to any other investment. 


Q.—Have you not gone this far, that 
if they did know exactly what was 
involved they would not have done it? 
A.—That does not follow at all, be- 
cause you must take into consideration 
the security part. Now the point is, 
is that money put in by the National 
Agency Company safe. 

Q.—Then if that is the case why 
would it be impossible to start an in- 
surance company without the aid of 
the National Agency Company as you 
have said it is impossible to do? A.— 
Because the people would not put in 
their money. 

Q.—Why not? 
get no return for it. 

Q.—Then you admit that in order to 
get this money from the people it is 
necessary to show them a return as 
they go along? 

Q.—Then if they enter into that 
transaction does that show a clear ap- 
preciation of the transaction by the 
persons who are putting up the mon- 
ey? A.—I couldn’t say. I suppose 
some people are more intelligent than 
others. 

Q.—It would take a fairly intelligent 
person to work that out would it not? 
A.—I suppose it would. 

Q.—And it would afford a splendid 
opportunity for an agent to rather 
mislead a person putting up his mon- 
ey, by telling him he would get 10 
per cent? A.—I don’t know whether 


A.—Because they 
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you are justified in suggesting that. 
This matter was thoroughly threshed 
out at the meeting of the National 
Agency Company. You have a copy 
of all the proceedings, and I think it 
was thoroughly understood by those 
people who were present at that meet- 
ing. 

Q.—A person does not understand 
a thing very well if he is present by 
proxy? A.—I cannot testify to the 
general intellectuality of the Canadian 
people or any other people. 

Q.—You go this far, that it would 
be impossible to raise the money by 
persons paying in directly, that is this 
kind of insurance business? A.— 
Yes, and not only here but anywhere 
else, with the one exception of the 
Colonial. 

Q.—With the exception of persons 
who are wealthy enough and broad- 
minded enough to be satisfied with a 
dividend some years hence? -A.—Yes. 

Q.—I suppose it is no use to try to 
get you to a weekly debit? A.—No, 
I should not be justified. I answered 
that question in a general way in say- 
ing that it will be some years tu come 
before the company will be self sup- 
porting. 

Q.—How would you value the pre- 
sent worth of a company’s weekly de- 
bit? A.—By multiplying it by a cer- 
tain number of times. 

Q.—And I suppose that the number 
of times you use to multiply will de- 
pend on the circumstances of the par- 
ticular company? A.—Most assur- 
edly. 

Q.—What would you say was a maxi- 
mum number of times to multiply un- 
der the most favorable circumstances? 
A.—Well, for a comparatively new 
company ? 

Q.—Yes. A.—If the company was 
an old one it would be quite a dif- 
ferent thing, but a company such as 
the Union Life. 

Q.—Four or five years in existence? 
A.—I think a conservative number of 
times in the case of the Union Life 
would be 125 times. 

Q.—Is that your minimum? A.— 
Yes. 

Q.—What would be your maximum? 
A.—Well, it might run up to 150 
times even, if a company was anxious 
to get rid of the Union in addition 
to securing its business it would prob- 
ably pay a great deal more than it 
would otherwise do. 

Q.—You suggest that if conditions 
were such that some company realized 
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the necessity of getting rid of the 
Union it might go up to 150P A-— 
Yes. 

Q.—That would be about the Jimit? 
A.—Yes. I say it might go up. I 
don’t say it would, but it would not 
xo below 125 times most assuredly. 

Q.—If it realized the prime im- 
portance of getting rid of them, it 
would be somewhere between 125 and 
150 times? A.—Yes. 

Q.—Then how low might it go if 
the Union Life was the company that 
realized the necessity of being got 
rid of? A.—Well, if they were com- 
pelled to sell they would get nothing 
out of it, the other company wou'd 
simply take their business as they 
have done in other cases. 

Q.—That has been done bas it? A. 
—QOh yes. 

Q.—In the case of what companies? 
A.—The Lower Canadian, a Montreal 
company I think was served that way. 
The Peoples of Norwich, Connecticut. 
That is two and there may be others. 

Q.—They had to sell or did sell? A. 
—The Directors sold. The Directors 
nee the power to sell and they did 
sell. 

Q.—I suppose that would be the 
case where the company selling would 
realize the importance of closing the 
transaction rather than the company 
purchasing? A.—I think in the case 
of the Lower Canadian, I can only 
speak on general belief. I don’t know 
whether that is admissible? 

Q.—yYes. -A.—I believe in the case 
of the Lower Canadian that the Dir- 
ectors were got at—if you understand 
what I mean—by the purchasing come 
pany, and that the stockholder suf- 
fered accordingly. That is the idea 
generally prevalent with regard to that 
company, and I know from positive 
knowledge that it was so in the case 
of the Peoples of Norwich, Connecti- 
cut. That sold out 15 years ago, 12 
or 13 years ago. 

Q.—You mean some improper rela- 
tions existed between the purchasing 
company and the Directors? A.—yYes, 
I think that the stockholders, cer- 
tainly in the case of the Peoples, 
were swindled, to use a strong word. 
They were not dealt fairly with. 

Q.—They were not dealt fairly with, 
apparently that is a better way to 
put it? A.—Yes. 

Q.—If a company had difficulty in 
raising its surplus money that must 
from time to time be paid in, what 
would be the value of its asset then 
in this weekly debit? A.—I don’t 
quite -understand the question. 
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Q.—You have spoken about the dif- 
ficulty of raising from people in small 
amounts the money necessary to pro- 
perly initiate this sort of business? 
A.—Yes. 


Q.—And I suppose that difficulty at 
times would get very critical when the 
financial condition would be bad and 
probably a little bad advertising from 
an opposition company, it might get 
very hard? A.—It easily might. 

Q.—Then I suppose if a company 
was in that condition, the value of its 
debit would be considerably lessened 
if it had not the millionaires behind 
it that you speak of, ready to put 
up the money on call? A.—I don’t 
think it would be worth quite so 
much, but you must bear in mind the 
company would always have the means 
of protecting itself by curtailing its 
expenditure, and keeping within its 
premium income. They might elect 
to do that in preference to selling 
their business at an unremunerative 
rate to another company. There is 
a saving clause to it. 


Q.—yYou are speaking now of what 
you were referring to some time ago, 
of the possibility of the Union cur- 
tailing its business at the present 
time. A.—I say it could do so. 

Q.—Could it put up the reserve? 
A.—I think so. 

Q.—And pay all claims? A.—I 
think so. 

Q.—Without calling on sharehold- 
ers? A.—I think so. Of course it 
would have to practice rigid economy, 
but I think it could be done, and there 
is an instance on record of where it 
has been done in the case of the 
London Life of London, Ont. There 
they have been doing it right from 
the start, and when their premium 
income is no greater than the pre- 
mium income of the Union to-day so 
what can be done in one case I argue 
can be done in another, and they are 
parallel cases because they are both 
conducting the same sort of business. 


Q.—You say in valuing the Union 
Life you might say 125 times. I see 
that in the minutes of the 5th an- 
nual report issued by the National 
Agency Company this paragraph ap- 
pears; this is Mr. Evans speaking at 
the time: ‘In support of this, I have 
before me the figures of the Colonial 
Life Insurance Company of New Jer- 
sey, which is regarded as the most 
successful among the newer industrial 
insurance companies in the United 
States.’ That is the company you 
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referred to, of which you are the ac- 
tuary? A.—Yes. 


Q.—‘‘The Colonial commenced busi- 
ness in 1898, and in the first four 
years there was invested in the busi- 
ness, in addition to the premium in- 
come,, approximately $600,000, and the 
expenditures during the same time, 
exclusive of claims, amounted to 
$760,000, and the business on the 
books amounted to $6,181,000. Com- 
paring this with the figures of the 
Union Life, where $525,000 was in- 
vested in addition to the premium in- 
come, and where the total expendi- 
ture was less than $640,000, and the 
business in force is $7,161,000, it will 
be seen that the results obtained by 
the Union Life show that the busi- 
ness has been secured at a reasonable 
cost.’? Were these figures as to the 
Colonial Life obtained from you? A. 
—No sir, he must have got them from 
the State returns. © 


Q.—Can you say whether they are 
correct? A.—I should say they wer>. 
I have no reason to doubt them. 
They could easily be verified by tak- 
ing the State reports. 


Q.—Taking the case of that com- 
pany, what is its monthly debit cost? 
A.—100 times. I made a calculation 
last night. I took the claims, ex- 
penses and reserve, added them to- 
gether and subtracted the premiums, 
and then I divided the remainder by 
the weekly debit, and I found it came 
out just about 100 times in the case 
of the Colonial and in the case of the 
Union Life they are very much on 
a par. While there is this 10 per 
cent. dragging on the Union Life, and 
it is a drag, yet they say that 10 per 
cent. in the claims in the lower death 
rate. In other words if the Union 
did not give this 10 per cent. of its 
premiums to the National Agency and 
if it experienced a death rate equal 
to that of the American company, its 
position would be exactly the same 
financially. 


Q.—I suppose in the figures you 
have given me you have not taken 
into account what it cost the North 
American Life Company to build up 
the first $800 of weekly debit? A.—I 
don’t know what it cost them. 


Q.—Then you say the loss of 10 per 
cent. by the Union Life is compent 
sated to a great extent by the gain 
of 10 per cent. on the death rate? 
A.—It is \exactly compensated. I 
take the Colonial Life Insurance Com- 
pany, because they have a lower death 
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rate than any other industrial com- 
pany, and if you were to take an- 
other industrial company it would be 
more than compensated. 


Q@.—Then does not one-half of that 
gain from. the death rate disappear 
in the contract the Union Life Com- 
pany has with Mr. Evans? A.—TI 
on know anything about that con- 
tract. 


Q.—Has it not come before you as 
a Director? A.—wNo. 


Q.—I will read that contract now, 
because we will have to put it in. It 
1s an agreement made in duplicate 
on the llth of June, 1904, between 
the life company and Mr. Evans, and 
recites that the Directors are em- 
powered to appoint a general mana- 
ger either for a fixed term or other~ 
wise and to fix and determine his 
remuneration, which may be by way 
of salary or otherwise. Then the 
agreement has the following provis- 
ions: ‘‘l. The said Evans shall be 
General Manager of the company for 
the term of six years commencing the 
first day of June, 1904. 


There shall be paid by the company 
to the said Evans as such General 
Manager as aforesaid a salary of $450 
per month and in addition thereto 
a commission of five per cent. on the 
net premium receipts of the company 
in excess of all expenses of the com- 
pany including any commissions pay- 
able’ to the National Agency Company 
Limited. Such salary to be payable 
from the commencement of the term 
aforesaid, and commission to be pay- 
able from January lst, 1906. The 
amount of such commission payable 
shall be determined as the accounts 
may appear at December 3lst of each 
year thereafter and approximate pay- 
ments may be made on _ account’ 
monthly during the currency of the 
year. 

The said Evans shall unless pre- 
vented by ill-health during the said 
term devote the whole of his time, 
attention and abilities to the busi- 
ness of the company and shall follow 
the instructions from time to time 
of the Board of Directors and of the 
Executive Committee of the company 
and in all respects conform to and 
comply with the directions and _ regu- 
lations made by them and shall well 
and faithfully serve the company to 
the best of his ability and use the 
utmost of his endeavors to promote 
the interests thereof.’ 
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Then paragraph 4 provides that the 
said Evans shall be entitled to a leave 
of absence for 6 weeks in each year. 

Then paragraph 5 provides that un- 
less 6 months’ notice in writing is 
given by either party the agreement 
shall at the expiration of the afore- 
said term of six years to be deemed to 
be continued from year to year and 
on the same terms and conditions as 
stated therein? A.—Will you kindly 
ios me what that 5 per cent. is based 
on 

Q.—I was going to hand you the 
agreement and have you say whether 
it does away with half of the 10 per 
cent. or not. You will be able to 
tell me that. 

MR. McLAUGHLIN: The net pre- 
miums over and above all the ex- 
penses—that condition will not be 
reached in six years. 

A.—It seems to me off-hand that 
there is nothing at all due under that 
contract. 

MR. TILLEY: You say that the 
5 per cent. is computed on the pre- 
mium income less the expenses? A. 
—5 per cent. of the net premium re- 
ceipts of the company in excess of 
all expenses of the company includ- 
ing the commission to the National 
Agency. The construction of that 
agreement should be handed to a law- 
yer and not to an actuary. 

Q.—9h no, I think you would make 
a better construction of it than a 
lawyer would. (The agreement is filed 
as Exhibit 119.) Then if the Colonial 
cost 100 times the weekly debit and 
the Union is about on a par with it, 
why do you say 125? A.—Because I 
think a purchasing company would 
pay that. Why should it pay only 
100 times? Here have I, for instance, 
been working for years and years say 
for the Union Life as its General 
Manager—all the worry and anxiety 
and there has been plenty of that, 
there must be moments of pessimism 
as well as optimism, and someone 
comes along who knows all about the 
business and he says, ‘‘I will save my- 
self all this terrible worry and anxiety 
and all these years of labor, it has 
cost these people 100 times and I will 
just give them what it has cost and 
take all the years of labor and worry 
and anxiety, make them a present of 
that. Now they have got to pay for 
that. It would be only reasonable. 

Q.—They usually pay the General 
Manager for that. Doesn’t he go 
through the process of reasoning you 
have gone through and then give-the 
company the cost and take the profit? 
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A.—You will allow me to say this, 
the agreement you have spoken of 
relative to Mr. Evans receiving $450 
a month, it may be as much as the 
company can afford to pay, but it 
is not enough for what he undergoes. 

Q.—Do not let us get back to that? 
A.—It is connected with the ques- 
tion you have in hand now. 


Q.—The company has no worry or 
stress of mind that you are speak- 
ing of; Mr. Evans may have it, but 
the company would not be getting a 
profit on his stress and worry? A.— 
Then you think a company has to 
come along and pay the exact cost 
of that business and get in one clip 
what it has taken years for the other 
company to accomplish? 

Q.—No, I say that all depends on 
the circumstances and on the desire 
of the new company to buy? A.— 
Yes. 

Q.—The importance of getting rid 
of the old company? A.—Yes. 

Q.—And to some extent on the dif- 
ficulty of the old company in getting 
new money to carry on the business? 
A.— Yes. 


Q.—All that enters into it? A.— 
Certainly. 

Q.—Then are there any conditions 
that exist in the case of the Union 
Life, having regard to its experience 
in getting money, that would warrant 
the putting on of a premium of 25 
times over and above the actual cost? 
A.—I take it a thing is worth what 
it will fetch, and I believe the busi- 
ness of the Union Life will fetch half 
a million dollars, that is 4,000 times 
125. I believe it could sell its busi- 
ness to-morrow for that amount if it 
wished to do so. As a minimum sum 
I quote that. 

Q.—You think that is a price that 
could be realized at the present time? 
A.—I do. 

Q.—From some particular company? 
A.—Yes. 

Q.—Then is that the basis on which 
you reach the 125 times, because you 
think there is some company that 
would buy this one? A.—Yes, and 
not only that; I took the opinion of 
several well-informed insurance men 
in New York as to the value of this 
business and they all said from 125 to 
130 times as the minimum. 

Q.—That is to a company that 
would buy? A.—No, to this particu- 
lar company. 

Q.—I suppose they would not be as 
well able to speak as you would, per- 
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sons in New York? A.—Oh I think 
so. 

Q.—Would they understand the con- 
dit'on of this company? A.—-I think 
so, yes, because it is all published 
here in the pocket index of the Spec- 
tator Company. 


Q.—Then this address that was 
given at the annual meeting, at pages 
15 and 16, is correct when it says 
that your opinion was that it should 
be worth from 125 to 1380 times the 
weekly debit? A.—Yes, I wrote a let- 
ter to that effect and that is a ver- 
batim copy of it to the best of my 
belief. 


Q.—‘‘Since our interview I have 
made careful inquiry.’’ That would 
be the interview you spoke of? A.— 
What is the date of that letter? 


Q.—This would be February 20th, 
1906. A.—Yes, I fancy the Directors 
meeting of the Union Life must have 
been just after that. I was up here 
and attended that meeting and it 
must be the interview referred to in 
that letter. 

Q.—At that meeting the question 
came up of the value that could be 
placed on the asset of the Union Life 
stock in the National Agency Com- 
pany balance sheet? A.—Yes, just in 
a perfunctory kind of way. 

Q.—Perfunctory so far as you were 
concerned, but a serious matter to 
the other parties? A.—It was put 
in this way by Mr. Symons: he said 
“T think the time has come, Mr. Har- 
vey, when we should place some value 
on the Union business in the accounts 
of the National Agency. I would like 
you to go into that matter and let 
us know about what it is worth.’’ 
And I think I said off-hand that it 
was worth somewhere about 125 times 
but I would consult some people in 
New York about that and learn their 
views and advise him of the result, 
and that is the result contained in 
that letter, and I honestly believe that 
that business is worth half a million 
dollars and that it could get that in 
hard cash and in addition there would 
be the $100,000 of unimpaired capi- 
tal, so it means $600,000. 


Q.—Of course if the unimpaired 
capital is there? A.—Oh, it is there. 

Q.—That probably is a matter that 
falls to bo discussed. Then I pro- 
duce one of the returns sent in by 
the Union Life to the Commission 
headed ‘‘Policies, Industrial Branch.’’ 
Did you prepare this or were you con- 
sulted about it? A.—I did not pre- 
pare it and I have not been consulted. 
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This is the first time I have seen it 
although I have some figures here they 
gave me. They may be rather similar 
but they don’t appear to be in that 
form. These are Union figures. Num- 
ber of policies in force December 31st, 
number issued and showing how many 
were in force at the end of each year. 

Q.—This is just for the year 1905. 
Lapses in 1905 of the issue of 1905, 
and it says 12,368 policies lapsed in 
1905 of the issue of 1905. Premiums 
collected on the above $33,470. Aver- 
age number of weeks premium paid 
8.10. Cost per policy to the company 
4.18.° That is $4.18 1-10 cents? A.— 
Yes. 

Q.—Per policy? A.—yYes. 

Q.—And the amount of premium 
paid on each policy would be 736-10 
centsP A.—Yes. 

Q.—There are 12,368 policies and 
the premiums collected are $33,470? 
A.—Then that must be wrong I should 
think. This is the first time I have 
seen that. 

Q.—The item here is amount of pre- 
miums paid on each policy 73 6-10, 
whereas it would be according to that 
2.5. 

MR. McLAUGHLIN: Either Mr. 
Evans or Mr. Carrie could correct 
that. 

MR. EVANS: That is the cost Mr. 
Tilley. 

MR. TILLEY: This is said to be 
the amount of premiums on each 
policy, how does that work out? 

MR. EVANS: These are the pre- 
miums collected on the entire issue 
of 1905. 

Q.—The $33,470 is the entire pre- 
mium income on the whole of the 
1905 business? 

MR. EVANS: Yes. 

Q.—And 73 6/10 is what? A.—The 
premiums that were collected on the 
business that lapsed. 

Q.—Per policy? 

MR. EVANS: Yes. 

Q.—Then that is not quite the way 
it is worded here. 

MR. EVANS: Just a moment end 
T will make quite sure of that. 

MR. HARVEY: It means en the 
whole of the 1905 business. 

MR. EVANS: 73.6 is the amount 
paid on each policy lapsed of the is- 
sue of 1905. 

Q.—This says ‘‘Premium collected 
on the above’? which would mean the 
lapsed policies. ‘ 

MR. EVANS: That is a mistake 
sir. That is the premium of 1905, 
in 1905, collected on the issue of 1905. 
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Q.—Is this the total premium col- 
lected P 

MR. EVANS: Yes, on the issue of 
1905. 

Q'—This ‘will ‘be: Exhibit) 120, and 
Mr. Evans now states that the item 
reading ‘‘Premiums collected on above 
$33,470’’ should read, ‘‘Premiums col- 
lected during 1905 on all policies is- 
sued in 1905.’’ That is what you say 
Mr. Evans? 

MR. EVANS: Yes sir, that is right. 


Q.—Then this is the form of the 
Savings Bank policy you were speak- 
ing of Mr. Harvey? A.—Yes sir. 

Q.—This will be Exhibit Number 
121. Point out what are the distin- 
guishing features of that policy as 
compared with policies issued by other 
industrial companies? A.—The lead- 
ing feature is the savings bank feature 
which provides for a return of half 
the premiums paid by the insured at 
the end of 20} years on the average 
or your may call it 20 years if you 
like. 


Q.—That is the policy reads that it 
will be paid at 20 years from the next 
birthday? A.—Yes, succeeding the 
date of the policy. 


Q.—And you believe that on the 
average the parties insure midway in 
the year, of their lifeP A.—Yes. 


Q.—So that on an average, the half 
year yet to accrue before the birthday 
would be reached and then 20 years 
from that date would make it 203 
years? A.—Yes. The sum insured 
eranted under this policy is the same 
as that granted under an ordinary life 
policy. They have here and in the 


*, States a standard table of rates for 


whole life policies. It is used by the 
Metropolitan where it issues a whole 
life policy, by the Prudential of Ne- 
wark, by the Colonial of Jersey City, 
and by the Union Life in its savings 
bank policy. 

Q.—Are there any other features of 
it? A.—The paid up policy is quite 
a feature. After three years the com- 
pany will give a paid-up policy of 
one-third of the premiums that have 
been paid under the policy, and that 
one-third of the premiums will ma- 
ture on the same date as the original 
policy. So that if a person discon- 
tinued under 10 years he would get 
one-third of the premiums back at the 
end of a further period of 10 years, 
and in addition he would be protected 
to that extent in the event of death. 

Q.—Examine this clause: ‘‘The in- 
sured may exchange this contract for 
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a whole life policy at the same -prem- 
ium and for the amount of this policy, 
in which event the agreement to pay 
one-half of all premiums paid on this 
policy shall not apply.’ That is there 
is a privilege given in this policy to 
the assured of taking one-half of all 
the premium paid? <A.—Yes. 

Q.—But if he exchanges it for a 
whole life policy then he waives that 
privilege does he, completely? A.— 
Completely. 

-Q.—There is no similar clause put 
in his new policy? A.—But he has 
the further privilege of taking half 
those premiums and then taking out 
another policy at his attained age, and 
he can do that as many times as he 
likes at the end of each twenty years. 

Q.—But if he exchanges it for a 
whole life policy, this privilege is re- 
leased? A.—It does not apply. 

Q.—I suppose that these special fea- 
tures of the policy are beneficial in 
your opinion to the insured, and m:ke 
it a better policy for him than poli- 
cies of other companies? A.—Any 
other policy extant. 


Q.—If that is so does it involve the 
keeping of a higher reserve by «his 
company for that policy? A.—Very 
much higher. I have prepared a 
table here showing what the reserves 
under the two forms of insurance ure, 
and I shall be very happly to hand 
it in as evidence if you like to accept 
ite 

Q.—We will take it, subject to cer- 
rection, Mr. Harvey. This is a c-m- 
putation showing the reserve as cal- 
culated? A.—On the Savings Bank 
policy and as it would be calculated 
under the corresponding whole life 
policy. (Exhibit 122.) 

Q.—Has this been prepared by you? 
A.—Yes. 


Q.—And you can vouch for its ac- 
curacy? A.—Yes. 


Q.—And you can vouch for ‘ts ac- 
curacy? A.—Yes. It also contains 
an exhibit at age 30 of the effect of 
giving one-third of the premiums as 
a paid-up policy and it shows hcw 
much of the reserve under the sav-ugs. 
bank policy is absorbed by that paid- 
up policy. There is one other table 
I would like, while on this subject, to 
hand in. It shows the marginal toad- 
ing available under this savings bank 
policy, and it is handed in as procf 
that notwithstanding the policy is a 
very liberal one, that there is suffi- 
cient loading there to make the trans- 
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action a reasonably profitable one to 
the company. 

Q.—You have prepared this your- 
self have you? A.—yYes. (Filed as 
part of exhibit 123.) 

Q.—We have a return sent in show- 
ing the valuation for reserve by the 
Union Life Insurance Company. I+ 
is headed 1905, and is marked savings 
bank policies. In the year 1906 there 
is no reserve. Why is that? A.-— 
There would be no computation. I 
don’t know why they put that in. 

Q.—I suppose they have put 1906 
in to show the amount of insuraiice 
that they have written during 190b, 
but there would be no reserve on it. 

MR. McLAUGHLIN: There ‘s no 
computation this year I suppose. 

MR. TILLEY: That is what ne hss 
said. How is it that in 1905, if the 
reserve on these policies is larger than 
under ordinary policies that the re- 
serve on $3,285,828.20 is only $945? 
A.—That is owing to the age next 
birthday being charged. 

Q.—Do not give your reason tor that 
too rapidly, because we may nos be 
able to follow you. What were vou 
going to say about it? A.—That 
the policies being issued in the average 
on the Ist of July of each year, and 
the insured being half a year younger 
than the age charged, it follows that 
on the 3lst of December the insured 
only just reaches the age next birth- 
day that is charged in the premium. 


Q.—You say that when a man, or 
probably we had better say a child, 
is insured, the age at next birthday 
is taken as the age at which the prem- 
ium is computed? A.—yYes, a child 
or an adult either. 

Q.—That applies in industrial or 
ordinary insurance? A.—It does in 
this country. 

Q.—You always take the age at next 
birthday Pi sAL=_Yes: 

Q.—And you told us sometime ago 
that in industrial business you believe, 
and you have verified that from ex- 
perience, that the insured is on the 
average just midway in that year of 
his life? A.—Yes. 

Q.—So that on the average there is 
six months to run before the insured 
comes to the age that he has been re- 
quired to pay a premium for? A.— 
Yes, 

Q.—That is to say if he is paying a 
premium on 30 years of age he is on 
the average 29 years and a half old? 
A.—Yes. 

Q.—So that he is insured at 293 on 
a premium for 30P <A.—Yes. 
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Q.—And in the same way the poli- 
cles on the average are written on the 
Ist of July in each year? A.—Yes. 


Q.—So that the insured would have 
from the lst of July to the end of that 
year to run before he would come to 
the age at which he is taken for insur- 
ance purposes? A.—Yes. 

Q.—Then that gives him practically 
six months? <A.—yYes. 

Q.—AIl but a fraction I think does 
it not? <A.—Yes. 

Q.—On the basis of the end of the 
year coming probably in the middle 
of the week on the average? <A.— 
Yes. 

Q.—It practically amounts to giving 
the insurance company the benefit of 
six months on this reserve in the way 
you figure it out? A.—Yes. 


Q.—You say that because the in- 
sured does not come to the age at 
which he is insured, or taken for in- 
surance purposes, for six months, that 
that first six months need not be con- 
sidered in computing the reserve? A. 
—Yes. 

Q.—Then the company gets the’ first 
six months of insurance on the man’s 
life without being required under this 
system to put up any reserve for him? 
A.—Yes. 

Q.—Do you know whether that has 
been accepted by the Insurance De- 
partment at Ottawa? A.—TI couldn’t 
say. 1 don’t think the question has 
arisen, because Mr. Blackadar has not 
yet made a valuation of the Union 
business. I believe this is about the 
time when he is expected under the 
law. 

Q.—Under the Act it must be made 
every five years, the valuation of the 
policies? A.—Yes. 

Q.—And this company has _ not 
reached the age where its policies 
should be valued? A.—Yes. 

Q.—So that that question has not 
yet arisen, but in the meantime this 
company is computing its reserve on 
that basis? A.—Yes. 

Q.—Of not allowing any reserve for 
the first six months of the policy prac- 
tically? A.—Yes. 

Q.—Not computing any reserve for 
the year in which the policies are is- 
sued? A.—Yes. 

Q.—Would that same argument ap- 
ply in the case of ordinary insurance, 
so that no reserve could be asked for 
the year in which the policy is writ- 
ten? A.—It would, but for one thing 
the selection made by the insured in 
the matter of age. When under or- 
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dinary policies. If you go to a man 
and solicit him for say $5,000 of insur- 
ance, and tell him he is not to pay 
the premium for his age, but for his 
age at his next birthday, in the ma- 
jority of cases if he is some way off 
that birthday he will tell you to call 
again when he is nearer the age you 
are going to charge him for. In that 
way he makes a selection against the 
company, but there is no selection of 
that kind under industrial policies, 
and as you say it has been proved, it 
has been actually verified by the ap- 
plications. 

Q.—That is by taking a lot of ap- 
plications and figuring out when the 
application is sent in in the case of 
industrial business it has been estab- 
lished that the applicant does not pay 
any attention to whether he is near his 
next birthday or some distance re- 
moved from itP A.—Yes. 


Q.—And that on the average they 
have half a year to run before they 
attain the birthday which is being 
used for insurance purposes? A.— 
Precisely. 

Q.—And has any test been made of 
that kind in the case of ordinary in- 
surance companies? A.—yYes, tests 
have been made; the selection made 
by the insured in this matter has been 
frequently commented on, at the In- 
stitute of Actuaries in London, and 
on other occasions, and it is an ad- 
mitted fact that there is a selection 
exercised by the insured in the mat- 
ter of age, and I perhaps may be al- 
lowed to add that in my opinion, in 
the States, where they charge the near- 
est age, by reason of this selection 
they are really charging a premium 
too small, because the insured owing 
to this selection, where the nearest 
birthday is charged is really a little 
older than the age he is insured. 


Q.—In the States they take the 
nearest birthday? A.—Yes. 


Q.—And you say that by reason of 
the substantial premium that is pay- 
able on the taking up of a policy that 
the applicant considers what stage 
of the year it is advisable for him to 
take out his insurance? A.—Yes. 

Q.—And he is always discriminating 
as far as he can against the company? 
A.—Yes. Were it not for that, this 
system of valuation would apply equal- 
ly in the case of an ordinary policy. 
In your opinion a distinction should 
be made between industrial and or- 
dinary insurance in the computation 
of the first year’s reserve? A.—Yes, 


6 EDWARD VII., A. 1906 


Union Life Ins. Co. 
(C. G. Harvey, ex’d). 


it comes out mathematically that way. 
Q.—You have never discussed that 
with the Insurance Department at Ot- 
tawa? A.—No, but it has been dis- 
cussed with the Insurance Department 
in the States and passed by them. 
Q.—I am not questioning that it is 
a matter that has been considered, but 
I was endeavoring to find out what if 
any view had been taken of that con- 
tention by the Department at Ottawa. 
You know of none? A.—None at all. 


Q.—At what rate is that reserve 
computed A.—8 per cent. by the 
Institute of Actuaries, H.M. table. 

Q.—Can you say how the death rate 
experienced by Industrial Companies 
compares with the H.M. table? A.— 
I should imagine in the case of the 
Union that the experience would not 
be greater. The mortality experience 
would not be greater in the case of the 
Union than the H.M. table. Do you 
mean that question to apply to indus- 
trial insurance companies generally? 

Q.—Yes. A.—Oh, the mortality of 
industrial insurance companies gen- 
erally is far greater than the Insti- 
tute of Actuaries table. In fact it 
is greater at most ages than the gen- 
eral population. 

Q.—I am told that there is some 
mistake as to the basis on which the 
computation is made for reserve? A. 
—Oh, the practice of the company has 


‘been to value its business by what is 


termed the H.M. table, and 3} per 
cent. interest. This year I am told 
they wish to make a stronger reserve, 
and so they added 10 per cent. on the 
34 per cent. reserve so as to bring it 
up practically to a 3 per cent. reserve. 

Q.—That was done in 1905 you say? 
A.—Yes, it was an idea of the officers 
that that should be done, and that has 
increased the reserve by about $10,000, 
unnecessarily in my opinon. 

Q.—I will put in this document 
showing the computation of the re- 
serve. (Exhibit 123.) Do you ap- 
prove of valuing industrial policies by 
the H.M. table? A.—As a rule, no, 
but in the case of the Union Life, ow- 
ing to its small death rate I think it 
is entirely unobjectionable. 

Q.—I am not asking you to approve 
of or criticize the Union Life, but as 
a general proposition in valuing indus- 
trial business, what would you say in 
that regardP A.—I would use the 
general population table in preference. 

Q.—You think the general popula- 
tion table should be used rather than 
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the H.M.? A.—Yes, that would more 
nearly represent the mortality of an 
industrial company than would the 
H.M. table. 

Q.—Probably I had better put in the 
return that the company has made 
showing just the way they have valued 
it, and that will set it out exactly. 
(Exhibit 124,) Then I am asked to 
ask you what effect the larger death 
rate in the earlier years of the insured 
have on the necessity for a reserve? 
A.—I think some mortality tables do 
show a higher rate of mortality, such 
as the general population tables. As 
far as English Life table No. 3 is con- 
cerned I think the reserve would be 
somewhat higher, although if often 
happens that a mortality table show- 
ing higher mortality will give a smal- 
ler reserve, 

Q.—What would the general popula- 
tion table do as compared with the H. 
M. table in that regard? A.—Well I 
fancy on the whole it might give a 
little higher reserve. I don’t think 
there would be very much difference. 
I don’t think in the matter of making 
a valuation it much matters what table 
of mortality you use as long as you 
base your premiums safely; the re- 
serve will differ with different mor- 
tality tables, but the difference is 
not so great as one would think. 

Q.—Can you say what system is used 
in Great Britain as to the computa- 
tion of reserve on industrial policies? 
A.—Well, the valuation of policies of 
any kind in Great Britain is very elas- 
tic indeed in its working. 

Q.—It is left to the company? A. 
—Very largely. 

Q.—And it publishes the way it val- 
ues? A.—It has to under the law. 

Q.—That is the requirement of the 
law there? A.—Yes. In Canada and 
the United States the companies only 
require to state the amount of reserve. 
In England they have to show in col- 
umns the capitalized value of the sums 
insured and the capitalized value of 
the net and gross premiums, and when 
that is done the company may take a 
certain proportion of the value of the 
gross premiums to the reserve, that 
being future loading to cover future 
expenses you understand, and then 
take the difference, the amount that 
is left, the value of the gross prem- 
iums, and deduct it from the value of 
the sums insured and call that the re- 
serve, and that may be very much smal- 
ler than would come out under a net 
premium valuation. I might also 
add that if the system of valuation 
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that we have here in Canada and the 
States was applied in its integrity to 
the British business, half the compan- 
ies would probably be insolvent be- 
cause they could not stand the re- 
serve. In other words, the require- 
ments in this country and the States 
are far more stringent than they are 
in England. 


Q.—This seems to be a return sent 
in by the company under the heading, 

“premiums.” (Exhibit 125.) Headed 

‘industrial Savings Bank policy,”’ and 
it shows how the net premium is 
reached, does it, and the loading? A. 
—Here you see the H.M. table not 
going below the age of ten, it was 
necessary to tack on some other table 
for the infantile lives, and I tacked 
on the English male life table No. 4. 
It shows the mortality on infantile 
lives according to the experience of 
the general population of England, and 
it is a little better table in my estima- 
tion than Fowler’s No. 3 table, be- 
cause it is more recent, and probably 
more carefully constructed, but it 
would not matter whether that table 
No. 4 was used or No. 3 table, the re- 
sult would be practically the same. 
Here they have stated the amount that 
is added to the net premium, whereas 
I have stated the amount that is taken 
off the office premium to leave the net 
premium. That could easily be veri- 
fied. This is about right. 


Q.—That should agree with your 
statement as to how you computed it? 
A.—Yes. 

Q.—But the result is reached in a 
different way? A.—dAs to the load- 
ing. 

Q.—Then I see by the second sheet 
of the exhibit that the expenses in 
1905 amount to $219,525 and the load- 
ing $68,721.73. In 1904 the expenses 
were $187,920, and the loading $65l,- 
298.10? A.—Yes, those figures are 
about correct, 

Q.—Then will the expenses continue 
to exceed the loading? A.—For some 
time to come, but it will gradually be 
wiped out. "For instance if you take 
the premium and leave the loading out 
for the moment, take the premium 
$13,000 and divide that into that, you 
will find that we will come out some 
hundreds per cent. in excess, and 
here you will find that while there is 
still an_excess it is much lower. 

O.2That’ isin ‘1903? ~.A.—Yes." So 
this is about 15 or 16 per cent. in ex- 
cess of the premiums, whereas in the 
first year it was 200 or 300 per cent. 


668 ROYAL COMMISSION ON 


25th day, May 11th, 1906. 


Q.—If I asked you when the ex- 
penses would be as low as the load- 
ing, it would only take us back to the 
old situation would it not? A.— 
Yes. 

Q.—Then we will not venture on 
that. 

(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 


—Resumed at 2 P.M., May 11th, 
1906. 

—Examination of Mr. Harvey con- 
tinued : 

MR. TILLEY: Q.—We were speak-- 
ing about the savings bank policy and 
the company has made a return to the 
commission in answer to the enquiry 
sent out describing that policy in their 
own way, and I think-probably we had 
better put that in as an Exhibit, it 
bears out about what you said? <A.— 
I have not seen it, I presume it is 
SO. 

Q.—I am not asking you to verify 
it, but simply putting it in as a do- 
cument received from the company it- 
self. It bears out what you were 
saying about it, but it keeps it in a 
convenient place to have it? A.— 
Yes. 

—Memorandum filed as Exhibit 126. 

Q.—Do you know the provision in 
the New York law regarding the use 
of names as descriptive of policies 
where some confusion may be caused 
by the use of a misleading name? A. 
—No, I do not. 

Q.—You are not aware of that; I 
understand there is a provision against 
using as a descriptive name for the 
name of a policy any expression that 
might be misleading. Do you think 
the use of the name Savings Bank 
policy would be a misleading name in 
any way? A.—I should imagine not. 

Q.—You think it would not have the 
tendency to create the impression in 
the mind of the person insured that it 
was in the nature of a savings bank de- 
posit where his money was being cre- 
dited to him with interest and so on? 
A.—I should think not. 

Q.—Was the name your own as well 
as the policy? A.—Yes sir, the whole 
thing was mine. 

Q.—And it is rather a taking name? 
A.—Yes. 

Q.—But you think it would not be 
open to any objection as giving too 
great an idea of stability and security ? 
A.—I think not, I never heard that 
any objection has been lodged against 
it on account of its name. 
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Q.—This statement I understand is 
one you have prepared or checked? 
A.—No, I have not checked it nor I 
did not prepare it. It was handed me 
by the Union so that I could quote 
from it if I were examined as to the 
lapses during the first year. 

Q.—tThis is a copy of returns in, and 
subject to any mistake that we may 
find in it on being examined I will 
file it as an Exhibit. It is a state- 
ment showing the rate at which poli- 
cies issued by the company have lap- 
sedP A.—Yes. 

—Statement showing rate at which 
policies have lapsed filed as Exhibit 
127. 

Q.—In 1902 there were only 524 poli- 
cies issued, that would be because 
they did not commence issuing them 
till the end of the year? A.—Yes, 
and there were no lapses. 

Q.—Because they were comparative- 
ly just issuedP A.—That is why. ~~ 

Q.—In 1903 there were 169 left; in 
1904 122, in 1905 102; that is the lapse 
rate was, in 1903 30 per cent., in 1904 
23 per cent., in 190519 per centP A. 
—Yes, 

Q.—In 1903 the company issued 
27,784 policies, 16,525 lapsed during 
the first year, that is 59 per cent., 
6,784 lapsed in 1904, that would be 24 
per cent? A.—That is 24 per cent. 
remaining and 59 per cent. remaining. 

Q.—59 per cent. of those policies re- 
mained at the end of the first year? 
A.—Yes. 

Q.—That would be 41 per cent lap- 
sed? A.—Yes. 

Q.—24 per cent. remained at the 
end of 1904, and 18 per cent. remained 
at the end of 1905? A.—yYes. 

Q.—The percentages I read for 1902 
would be the same? A.—Yes. 

Q.—That is the percentage in each 
case that remained? A.—Yes. 

Q.—1904 28,620 policies were issued, 
and at the end of the year 17,197 re- 
mained in force rather ‘than lapsed? 
A.—Yes. 

Q.—Being 60 per cent. 8,488 re- 
mained in force in 1905, being 29 per 
cent. of the policies issued. In 1905 
the number issued was 386,659, and of 
those 23,582 or 64 per cent. remained 
in force at the end of the year 1905? 
A.—That is so. 

Q.—Taking that statement as cor- 
rect what do you say to the lapse rate 
of the Union Life since it has been 
incorporated? A.—TI think it is very 
low compared with other companies. 
I anticipated being asked something 
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about that, and so I made up a lapse 
rate from an American company, grad- 
uated it somewhat because it will vary 
a little, and these are my figures, at 
the end of the first calendar year 50 
per cent. were in force, the second cal- 
endar year 25 per cent., the third 20 
per cent., and you will find those fig- 
ures closely follow the Union figures 
later on. 

Q.—That is remaining in force? A. 
— Yes. 

Q.—At the end of the first year of 
the 1903 business it was 59 per cent. 
that was in force? <A.—Yes. 

Q.—At the end of 1904, business for 
that year the percentage that remain- 
ed in force was 60 per cent., and of 
1905 the percentage that remained in 
force was 64? A.—Yes, those figures 
are better than these. Take the sec- 
ond year, I have 25 per cent. remain- 
ing in force. ; 

Q.—Taking 1903 it is 24 per cent. 
here? A.—You see it is very close. 

Q.—1904, 29 per cent.? A.—Yes. 


Q.—And those are the only two 
years that are extended here; with 
regard to 1902, what was in reality 
the second year, because 1902 did not 
count, 23 per cent.? A.—I have 25 
per cent. and the third year 20 per 
cent. These fi,gures while they vary 
with different companies they are 
somewhat about the mark, and they 
give you a pretty good idea as to the 
persistency of industrial business. 


Q.—You would say from your know- 
ledge of the business the figures you 
have given are fair average figures 
for industrial companies? A.—Yes. 


Q.—And that would indicate, you 
say that the Union Life lapse rate is 
a ex ana Bs rate to the company? A. 
—Yes. 

Q.—And I suppose the persistency 
of the business is one of the chief 
features in determining the value of 
aa weekly debit of the company? A. 
— Yes. 

Q.—Those policies that would lapse 
in the first year, the policyholders 
would lose all benefit? A.—They 
would receive nothing from the com- 
pany. 

Q.—The only advantage they would 
have received for their money would 
be the insurance meantime? A.—Yes, 

Q.—That would be a large sum of 
ogee paid for that protection? A. 
—Yes. 

Q.—And a great deal of it lapses? 
A.—Yes. 

Q.—Would that large lapse rate in 
this kind of insurance have any bear- 
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ing on the matter we were discussing 
this morning as to the necessity for 
a reserve at the end of the first year, 
would that be an additional reason 
for not requiring any? A.—None 
whatever, the reserve is quite an in- 
dependent function as I tried to ex- 
plain, it is the difference between the 
value of the sums insured and the 
value of the premiums. 

Q.—But it was suggested to me the 
fact that there was a large lapse rate 
in industrial business might be an ad- 
ditional reason for not requiring 
much, if any, reserve on the first 
year’s business? A.—It would not be 
a mathematical or actuarial reason. 

Q.—A practical reason? A.—Yes. 

Q.—A good deal of it passes off the 
books entirely at the end of the first 
year? A.—Yes, a great deal of busr- 
ness in force in the earlier part of 
the year would be gone at the end of 
the year. 

Q.—A good deal of that issued in 
the early part of the year would have 
gone off the books? A.—Yes. 

MR. LANGMUIR: Does that state- 
ment give the result of the policies 
taken over from the North American 
Life? 

MR. TILLEY: No, this gives the 
Union Life. 

MR. LANGMUIR: Cannot you 
give us a statement as to the persist- 
ency result of what was taken over 
of that $800,000? 

MR. TILLEY: No, Mr. Harvey, as 
I understand cannot speak of that at 
all, in fact he did not prepare that. 

MR. LAUGMUIR: Can the com- 
pany give it to us? we 

MR. TILLEY: The company in its 
return to us dealt exclusively with 
the Union Life. 

MR. LANGMUIR: It would be 
rather interesting to know as a mat- 
ter of persistency of a policy how 
much of that $800,000 ise now in ex- 
istence. 

MR. McLAUGHLIN: We will have 
that prepared and put in before the 
Commission later on. I understand 
one great difficulty about that is that 


that was on the monthly payments, 


and that was very greatly converted 
after into weekly payments. 

MR. TILLEY: This statement com- 
mences from the time they converted 
it from a monthly to a weekly basis. 

Q.—What would be the effect on the 
company of these large lapses in the 
way of expense or profit to the com- 
pany? A.—They inflict a heavy loss 
on the company. 
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Q.—Explain why that is? A.—In 
the first place there is the medical 
fee to pay. The average premium is 
eight odd cents; if you divide that 
into 50 cents, the medical fee, you 
will see about 6 weeks’ premium is 
taken up in paying the medical fee. 

Q.—Does the company pay the doc- 
tor’s examination fee? A.—yYes. 

Q.—And when you speak of fifty 
cents being the medical fee are you 
en now of the Union Life? A. 
—Yes. 

Q.—So that on every policy that is 
issued is there an examination by a 
doctor? A.—Every policy where the 
life is over ten years of age. 

Q.—Under ten years of age? A.— 
No medical examination unless the 
case happens to call for it. They are 
taken without medical examination. 
Infantile lives, as they are called, are 
not medically examined. 


MR. EVANS: I might explain the 
paid manager or superintendent of 
the company makes an inspection of 
children, not the agents only. 

MR. TILLEY: Do I understand 
you to say that Dr. Millichamp 
makes an examination? 

MR. EVANS: We have medical of- 
ficers all over. 

MR. TILLEY: Under ten years do 
you have an examination? 

MR. EVANS: No. 

MR. TILLEY: Q.—So that there 
is no examination under ten years of 
age? A.—No. 

Q.—And it is fifty cents that is 
paid on each one of these? 

MR. EVANS: Yes. 

MR. TILLEY: You say this fee of 
the doctor would cover several weeks’ 
premium? A.—Yes. 

Q.—How many weeks? A.—On the 
average about 6 weeks. 

MR. McLAUGHLIN: The fifty 
cents is only paid on those that are 
examined. 

MR. TILLEY: Yes, the fifty cents 
is paid when there is an examina 
tion? A.—Yes, but there is an ex- 
amination on every life that comes in 
over the age of ten. 

Q.—And.on that a fifty cent fee 
is paid? A.—Yes. 

Q.—Is there any other item you 
would refer to? A.—Fifteen times 
special salary that is paid by the com- 
pany. 

Q.—Supposing a company pays an 
agent the special salary, that is paid 
at once as soon as the weekly debit 
is raised? A.—As soon as the busi- 
ness is turned in they pay the 15 times. 
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Q.—And then if it goes back they 
do not give him any more till it 
comes up and exceeds that amount, 
but he gets it in hand at once? A.— 
Yes; in the meantime the agent will 
get out and the company will lose that 
fifteen times. 

Q.—That is what you were referring 
to this morning as paying special sal- 
ary twiceP A.—yYes. But it may 
interest you to know why we are sup- 
posed to pay 15 times. As a matter 
of fact it comes out fifty times, this 
special salary fee. It practically 
means fifty times of the net increase. 
To make my statement clear, at the 
end of the last year they had an in- 
crease in their debit of about $1,000. 
If they had only paid out 15 times 
they would have only paid $15,000 on 
account of special salary. As a mat- 
ter of fact they paid $50,000 in hard 
cash special salary for that $1,000 
increase. 

Q.—You are speaking of the Union 
LifeP A.—Yes. 

Q.—And that is the condition. that 
exists, you say in respect of young 
companies by reason of the debits not 
being large enough to hold the agent? 
A.— Yes. 

Q.—That will tend to right itself? 
A.—Yes. 

Q.—It will not always be fifty times? 
A.—No. When there is a sufficient 
debit for an agent to fall back upon 
and live he will stay with the com- 
pany. 

Q.—While they pay 15 times in cash 
now equal 50 times in actual results, 
but it will not always remain in that 
condition? A.—No, it will get smal- 
ler. 

Q.—The agents will be more tied 
to the company? <A.—That is just 
the idea. 

Q.—Supposing the weekly debit goes 
up a dollar this week, and the next 
week it goes down two dollars, in the 
meantime will the agent have got his 
special salary? A.—He will only be 
paid on the increase, and then there 
will be nothing paid until he makes ~ 
that decrease good, and makes an in- 
crease beyond the point where he was 
last paid for. 

Q.—He gets the increase at once 
the moment it is increased? A.—Yes, 
he gets the money, he gets paid for it 
at the end of the week. 

Q.—I suppose another matter would 
be the percentage of the debit that 
the agent is able to collect each week? 
A.—Undoubtedly. 
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Q.—And in estimating that you 
compare one estimate with another in 
vour method of comparison? A.— 
Yes. 

Q.—And how do you find the Union 
Life works out in that regard? <A.— 
You will jinderstand that many of 
the premiums are a long way in ad- 
vance, a policy may be two or three 
months in advance, another policy may 
be two or three weeks in arrear but 
the average percentage of collections 
last year was about 95 per cent. of the 
debit. 

Q.—Explain what you mean by that, 
that is -to say each week the agent 
would have collected about 95 per cent. 
of the amount that was on his books 
to be collected for that week? A.— 
Yes, that is what the agents did col- 
lect last year on the average. 

Oe simethes Union? Wife? “yA. —-Yes; 


Q.—How does that compare with the 
experience of industrial companies gen- 
erally? A.—It is very good, espec- 
ially when the age of the company is 
taken into consideration, in fact it 
is higher than the average. 

Q.—This exhibit 120 that we put in 
seems to indicate the amount that 
might be lost on a policy as being 
$3.444 on each policy written that 
lapsed during the year, would that be 
unreasonable? A.—I think not. I 
have not seen those figures, but I have 
no doubt it is substantially correct. 

Q.—That would be what you would 
expect in a company as long in exis- 
tence as thisP A.—Yes. 

Q.—It is not unnatural in that sort 
of business? A.—Not at all. 

Q.—It is said that in the New York 
Investigation some witness, Mr. Fisk, 
said that these policies that lapsed, the 
insured very often took out new poli- 
cies later? A.—Yes. 

Q.—That while we speak of the poli- 
cies being lapsed policies that does 
not mean the insurance on that parti- 
cular life was permanently discontin- 
uedP A.—Oh no. It is not at all 
an unusual thing for the same life to 
be insured in the same company three 
or four times in the course of one 
year. He will drop one policy and then 
he will take out another policy. He 
will get into arrears and say ‘‘I wont 
pay those arrears,’’ and the agent will 
lapse the policy and induce him to 
take another policy, and that means 
a medical fee is paid two or three 
times over on the same life in the 
same year. 

Q.—They are sometimes on and off 
the books continually? A.—Yes. 
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JUDGE MacTAVISH: Would the 
item in the return in the words ‘‘Old 
policies revived’? have reference to 
that? A.—Not in the case where a 
new insurance is issued, but in many 
cases the arrears are paid up and 
the policies that had lapsed would 
then be re-instated by the company. 

MR. TILLEY: Q.—To some extent 
it would depend on the amount which 
the insured had allowed to get into 
arrears before he decided to insure 
againP A.—Yes. 

Q.—If it is not too much he will 
pay it up and keep the old rate? A.— 
Yes, 

Q.—And if it is too much he will 
drop that and start over again? A. 
—Yes. 

Q.—Is there any means of forcing 
payment of these premiums in the in- 
dustrial work? A.—There is no way 
of forcing them. There is no obliga- 
tion on the part of the insured to pay 
a premium. He can discontinue if he 
likes; the company has no remedy. 

Q.—On the child there would be no 
way of compelling payment at all? 
A.—There is no way on an adult life 
either. 


Q.—If a policy is revived and the 
old premium is paid up the premiums 
in arrear, is there the new medical 
examination? A.—If the policy has 
been lapsed some times the company 
will insist upon a medical examina- 
tion. 


Q.—That is a matter of discretion, 
is itp A,—yYes. 


Q.—There is no definite rule laid 
down about that matter? Air 
the policy has lapsed some times they 
will insist in every case upon the life 
being examined, 

Q.—Is there any rule about allow- 
ing days of grace within which to pay 
premiums in industrial businessP A. 
—Yes, four weeks. 


Q.—Or practically a month? A.— 
Yes. If the insured dies during those 
four weeks of grace his claim has to be 
paid. 

Q.—Are you speaking about what 
is established both in the United States 
and Canada? A.—yYes, the practice 
is the same in both countries. 

MR. LANGMUIR: Do agents try 
to keep policyholders up through per- 
sistency? A.—Yes, I think they do, 
because it is to their interest to do 
so. The agents suffer from the lapses 
as well as the company. 
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Q.—You have now seven millions 
in existence in the Union, if you could 
increase the persistency by 50 per cent. 
it would really be better than writing 
a million or two of new pone A. 
—Much better. 


MR. TILLEY: I am asked to ask 
you if you can give some general in- 
formation as to the amount that Eng- 
lish companies in the industrial busi- 
ness carry on their books as the cost 
of establishing the business, whether 
the amounts are large? A.—Very 
considerable. There is a company 
called the London, Edinburgh & Glas- 
gow, it has been running now for about 
twenty years— 


Q.—That is the one you mentioned 
this morning? A.—Did I mention 
ite 

Q.—I think you did? A.—They 
have still on their accounts a large 
sum, probably a million and a half dol- 
lars—I should think in round num- 
bers—of establishment expenses, and 
they are allowed under the British 
law to include that as an asset, and 
there it appears in black and white 
in the Board of Trade return. - 


Q.—It is said to be £346,157? A. 
—That is rather more than a million 
and a half dollars. 


MR. McLAUGHLIN: I understand 
the law in England to be while their 
legal reserve shall be in proper securi- 
ties, they are allowed to put their es- 
tablishment expenses as an _ offset— 
A.—And when they make a little pro- 
fit they will write-it off this establish- 
ment account, and gradually reduce 
1t. 

MR. TILLEY: -Q.—What is the 
amount of weekly debit of that com- 
pany? A.—There is the premium in- 
come of $2,000,000, £400,000 (Refers to 
Board of Trade Return). 

Q.—That would be a weekly debit 
of about $40,000? AZ—Yes, It 
shows they have not paid the cost of 
establishing their business. 

Q.—The Union Life Company does 
not permit its policyholders to share in 
the profits at allP A.—No sir. 

Q.—It is a purely non-participat- 
ing company? A.—Yes, strictly pro- 
prietary. 

Q.—Mr. McLaughlin wants me to 
ask your opinion as to the value of the 
Union Life business to the National 
Agency Company? A.—I think the 
value of the Union Life business to 
the National Agency Company is one 
half a million dollars plus $100,000 
of unimpaired capital. 
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Q.—That is what you said this morn- 
ing? A.—Yes; I hold to the state- 
ment. 

MR. HELLMUTH: Q.—In giving 
the large number of lapses that take 
place in this industrial insurance did 
you ever make any calculatyon as to 
the average life of the industrial pol- 
icy? A.—That would depend upon 
the age of the company. 

Q.—I can quite understand that, 
but first of all taking the company 
like the Union Life that has been in 
operation some four or five years, 
what would be the average life of its 


policies? A.—Taking every policy is- 
sued ? 
Q.—yYes? A.—I could not say, but 


it must be very small, it could not be 
otherwise, because the company is only 
about four years old. It might come 
out a year or 18 months. It could 
easily be ascertained. 

Q.—Have you calculated it in the 
older companies that have been, as 
you have said this morning, success- 
ful? A.—TI will give it to you in the 
Metropolitan. - 

Q.—I want to get the average life 
of an industrial policy say the Metro- 
politan? A.—That will increase with 
the age of the company. 

Q.—Take the Metropolitan? A.— 
As it is now, I think that has been 
stated, I do not know that I can find 
it. It is somewhere in this memoran- 
dum I have. I think he compared 
the average duration of the Metropoli- 
tan with the London Prudential; the 
Prudential being an older company 
the average is larger; I think it was 
something like 12 years with the Lon- 
don Prudential and 8 years for the 
Metropolitan. Those figures may not 
be correct. If you are anxious to 
determine the question perhaps you 
might find it in this memorandum. 

Q.—I would be very glad if you 
could let me look at that, I will take 
care to return it to you? A.—You 
will find the figures there. 

Q.—Can I keep it for a day or two? 
A.—You can keep it for a few days 
to look through that, it is there some 
place. 

Q.—How long would a policy have 
to persist in order to clear the ex- 
pense attending upon procuring it, 
what would be the average length re- 
quired of an industrial policy, that is 
the persistence of it, in order to cover 
the expense incurred in obtaining it? 
A.—That depends upon the number of 
lapses, the policy that does not lapse— 
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Q.—I am taking an averageP A. 
—Well, a policy that does not lapse 
would soon be on a self-supporting 
basis, but the policy that persists has 
to pay for those that do not persist. 

Q.—Can we get an average at all 


of what length of time the policies did _ 


persist, taking care of those that lap- 
sed in a shorter time? <A.—It would 
probably be on a self-supporting basis 
after one year, perhaps a little be- 
fore, that will give you a rough idea. 

Q.—If you can use a policy as an 
indication of an average it takes about 
a year to get rid of the cost of ob- 
taining it? A.—Yes. 

Q.—Mr. McLaughlin suggests that 
IT ask you how long would it take to 
clear it of the reserve required for it, 
and the probable average mortality? 

JUDGE MacTAVISH: As well as 
the cost? 

MR. HELLMUTH: Yes. I think 

I only asked as to the cost in the 
- first place? A.—I think a policy 
that persisted would be well on a pay- 
ing basis by the end of three years, 
allowing for the reserve and every- 
thing, so that it would be justly en- 
titled at the end of three years to a 
surrender value. As a matter of fact 
all the policies issued by the Union 
Life are entitled to surrender value 
at the end of three years, not that 
that is the proper period at which 
to give the surrender value, but they 
are forced by competition to do so, 
to do as other companies do. I would 
like to say in that respect I think 
five years would be a much better 
period at which an industrial policy 
should receive a surrender value. 

Q.—That is to say in your view 
until about five years, if the policy 
is dropped any short of that it should 
have no surrender value? A.—Yes, 
because as a matter of fact it has at 
the end of three yeais 

Q.—Because of competition? A.— 
Yes; and the laws of the different 
States in America provided that an 
ordinary policy should have a sur- 
render value at the end of three years, 
and when industrial insurance came 
into force there was no change made 
in the law, and the industrial com- 
panies were held the same as the or- 
d'nary companies, whereas they ought 
not to have been, still they have en- 
dured it. 

Q.—It is quite clear from what you 
have said about the cost, I should 
sudge, that an industrial policy could 
not have a surrender value as early 
as the ordinary life policy? A.—Cer- 
tainly not. 


43 


Union Life Ins. Co. 
(C. G. Harvey, ex’d). 


Q.—It is a very much more ex. 
pensive class of business to procure? 
A.—Yes, 

Q.—What do you do in reference 
to getting in these weekly premiums, 
assuming that your agents do not call, 
have you any method of calling out- 
side of that? A.—The company would 
soon if the agent was not attending 
to his business find out, because the 
collections would be very poor. The 
assistant superintendents or manager, 
assistant managers are to see that the 
agent performs his duty. 

Q.—Is it not a fairly common com- 
plaint of the insured that the pre- 
mium is not collected? A.—I think 
not, because it is so great to the 
agent’s interest to call and get it. 

Q.—To get his commission? <A.— 
Yes, and save the business. 


Q.—Do you say that is not a com- 
mon complaint in your experience? 
A.—No. No doubt complaints such 
as that are formulated against any 
company, but they are generally by 
disgruntled people who do not want 
to pay, and make that as an excuse 
for not paying. 

Q.—What is the course taken by 
the head office when you find that an 
agent has given up his field, do you 
immediately put another agent on? 
A.—As soon as one can be got. The 
assistant superintendent has to go 
round and take charge of the busi- 
ness, and he does the business, and 
he gets nothing for it. He is paid 
a regular salary by the company, and 
that includes such services as that, 
and so the company would save the 
commission in that case. 

Q.—That is the system that is fol- 
lowed? A.—Yes. 

Q.—There are enormous profits de- 
rivable from this class of business? 
A.—Y¥es. 


Q.—Do you know whether there has 
been any legislation at all as to cur- 
tailing the division of these enormous 
profits among the shareholders? A.— 
None that I know of. 


Q.—Nothing suggested in that way? 
A.—No. One source of profit to, an 
industrial company, indeed to an or- 
dinary company is the large reserve 
fund. Take the case of a company 
that has a reserve fund of say one 
hundred million dollars—no uncom~ 
mon case in the States. If that com- 
pany values at 3} per cent., and it 
makes 43 per cent. on its investments, 
it has a surplus interest of one per 
cent.. and that ene ner cent. on ont 
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hundred million dollars amounts to 
one million dollars pure profit to the 
company, and that is a big item. 

Q.—You were speaking about the 
enormous dividends- or profits that 
would result from these industrial 
companies, I understood you, rather 
over and above what you would ex- 
pect the ordinary life company, after 
they had attained a certain number 
of years? A.—That is owing to the 
immense volume of business, there is 
a very, very small profit on the in- 
dividual policy, hardly appreciable, 
but when you multiply that by same 
millions it becomes very considerable. 

Q.—Is it not a fact that the Metro- 
politan divided comparatively re- 
cently something like twelve or fifteen 
million dollars among its policyhold- 
ers? A.—Occasionally they will grant 
a dividend of ten weeks’ premium, 
to certain of the old policies, not to 
all of them at once. 

Q.—But that had amounted to a 
sum that ran into the millions? A.— 
Yes, but they did not pay it in cash; 
they authorized the agent to credit 
it on the receipt book of the insured. 

Q.—But it is equivalent to that, 
they do not collect the premiums, they 
forego the premiums? A.—Yes, it is 
a genuine dividend. 


Q.—It is practically taking the 


money from them and returning it? 
A.—Yes, it is a genuine dividend. 

Q.—Do you know whether the Met- 
ropolitan are limited as to their divi- 
dends on their capital? A.—DLimited 
by law to 7 per cent. 

Q.—That is a capital that has been 
largely made by their profits? A.— 
Yes. As a matter of fact a million 
and a half of their profits was made 
up from the profits of the business, 
as I think I stated this morning. 

Q.—Have you considered at all 
whether there should be anything in 
the nature of participating policies 
in the industrial business? There 
are such things. 

Q.—It is not usual? A.—Well, in 
the case of the Metropolitan. 

Q.—The Union Life has not advanced 
it? A.—No, and I should strongly 
advise against it. You may like to 
know as a matter of fact the Colonial 
of Jersey City, although it is not yet 
on a self-supporting basis, is paying 
dividends to its policyholders simply 
because the Metropoltan does it, and 
it gave the same amount of dividend, 
ten weeks’ premiums, 

Q.—You do not approve of that? 
A.—Well, it is there and it is treated 
as an expense to the company, and 
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it has to do it because of competition ; 
it would not do it otherwise. 

MR. TILLEY: I am asked to ask 
you what, if any, effect industrial in- 
surance has on pauperism?P AA 
very favorable effect, because it re- 
duces undoubtedly the rates. I think 
that has been admitted in England, 
and in the United States too, that if 
it were not for industrial insurance 
the tax-payers would have to pay high- 
er taxes. 

MR. TILLEY: Mr. Carrie is not 
here to finish his examination just at 
present; in the meantime I will recall 
Mr. Evans to ask him a few questions 
that Mr. LeBeuf asked me to ask any 
manager of a company. 


JUDGE MacTAVISH: Very well. 


H. POLLMAN EVANS, re-called by 

MR. TILLEY: Q.—yYou are aiready 
sworn? A.—Yes. 

Q.—From what has appeared in the 
evidence already it appears that you 
do a large business in Montreal? A. 
—Yes. 

Q.—And in the Province of Quebec, 
do you have agencies in other cities? 
A.—Yes, in practically every city in 
Quebec. 

Q.—Are your policies printed in both 
French and English? A.—Yes. 

Q.—Is your advertising literature 
printed in both languages? A.— 
Yes. 

Q.—Have you agents who speak 
French and others who speak Ing- 
lish P (AY es! 

Q.—And any who speak both? A. 
—We try to get them always to speak 
both, but unfortunately we do not al- 
ways succeed. 

Q.—You have I suppose a Manager 
in Montreal, take that city? A.— 
Yes. 

Q.—Under him how many superin- 
tendents? A.—There are ten. 

Q.—And under them how many 
agents? A.—They fluctuate, sup- 
posed to be about five under each su- 
perintendent. 

Q.—So that there would be about 
50 convassing agents? A.—Yes. 

Q.—To your manager you pay what 
salary? A.—I think he gets about 
$30 a week, I am not just sure of the 
exact figure. 

Q.—The superintendents? A.— 
$15 to $18 a week. 

Q.—And the canvassing agents make 
profits according to their business that 
they write up, and the debit they col- 
lect? A.—Yes, 
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Q.—Who employs the canvassing 
agents for the city of Montreal—let 
us take that as an example? A.— 
The individual superintendents pick 
them up wherever they can _ secure 
them, bring them into the office and 
introduce them to the Manager, and 
they are put to work. 

Q.—Does the manager exercise any 
supervision over the employment of 
Canvassing Agents? A.—Do you 
mean by that he has power of select- 
ing some and refusing others? 

Q.—A veto power? A.—yYes, we 
would not employ any one that the 
manager did not approve of. 

Q.—So that your superintendents se- 
lect persons they are willing to em- 
ploy, and then bring them to the man- 
ager for his approbation? A.—Yes. 
I do not say no one would be employed 
without being submitted to the man- 
ager, but as a rule that is the pro- 
ceeding that is supposed to be follow- 
ed. f 

Q.—And is the name of the agent 
who is employed reported to the head 
office? A.—Yes. Application for 
agency is made out, and sent in by 
every agent. 

Q.—What information is given to 
you regarding the agent? A.—His 
age, place of birth, a great deal of in- 
formation, and a great many ques- 
tions. 

Q.—Are you informed as to his hab- 
itsP A.—Yes. 

Q.—Whether he is temperate or in- 
temperate? A.—Yes, there is a ques- 
tion asked as to his habits, several 
questions in fact. 

Q.—Do you ask for any references? 
A.—Yes, several, four or five. 

Q.—And are references as to his 
habits and mode of life forwarded to 
Toronto? A.—The Manager is sup- 
posed to inquire into that part at the 
local point, and he makes a report in 
turn, which accompanies the applica- 
tion for agency, stating whether or not 
he recommends the appointment of the 
agent. 

Q.—Does he report to you the infor- 
mation he receives from other par- 
ties ? A.—No, I do not think the 
form calls for that; he is supposed to 
report generally as to the result of 
his inquiry. 

Q.—Is there any veto power exer- 
cised in Toronto at the head office? 
A.—Yes, if an agent was not satisfac- 
tory we would not employ him. 

Q.—That would be after trial, I 
suppose? <A.—Yes, after trial. 
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Q.—But not on the report or at the 
initiation of his employment? A.— 
If it was unfavorable we would. 

Q.—Have you ever exercised any 
such power of vetoing what the mana- 
ger is prepared to recommend as to 
the employment of an agent? A.— 
No, I do not think we ever have re- 
fused to employ an agent that the 
manager recommended, except it may 
have been a former agent we knew in- 
formation of and he did not. 

Q.—If you did it would be by reason 
of your having special knowledge that 
your superintendents and manager in 
Montreal did not have? A.—Yes. 

Q.—It would be very important in a 
district like that to have canvassers 
that could speak both languages? A. 
—Most important. 

Q.—Do you know whether they can 
read or write? A.—They must or they 
could not make up their accounts. 

Q.—I do not know that I am pre- 
pared to follow you in that argument? 
A.—We would not employ any one who 
could not write, we would not knowing- 
ly; they must, because they sign the 
application for agency. There is a 
good deal of clerical work that an 
agent has to perform, and it would be 
quite impossible for him to conduct 
his business unless he could read and 
write. 

Q.—You have had no complaints 
about that against your company, 
that you employed persons who are 
not educated? A.—No, I know we 
never have, we certainly do not em- 
ploy all educated people, because we 
cannot get them. If I understand 
you to mean people who are not able 
to read or write by that I certainly 
say we do not employ any one who 
can neither read nor write. 


Q.—Have you ever had any state- 
ment made to you of misrepresenta- 
tion made by your agents in Montreal 
or other parts of the Province of Que- 
bec as to the terms of the document 
the applicant is signing? A.—No. 

Q.—Never had any complaints of 
that nature? A.—No; I would not 
say we never had, we may have had oc- 
casional letters come in, I could not 
say we never have, probably we have. 
Certainly it would be very, very sel- 
dom. In a business of 40,000 poli- 
cies a year we might get one or two 
letters in a year that would entirely 
escape my attention. 

Q.—Did they entirely escape your 
attention, or are there not some cases 
of complaint in that way, not pro- 
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bably many in number? <A.—I could 
not recall any specific case; it is quite 
lixely that there have been once or 
twice a year probably. 

Q.—What means have you adopted 
to follow up the complaint? A.—TIn- 
variably write a personal letter to the 
manager and request him to make a 
confidential report on any complaint 
made against an agent, and we act on 
that. 

Q.—Have you in mind any agent 
that you have had more than one com- 
plaint about? A.—No, I have not; 
that is our common practice in all 
cases of complaints from any cause. 


Q.—I understand there is a good 
deal of feeling in Montreal and Que- 
bee as to the practice of some compan- 
ies in the poor selection of representa- 
tives? A.—Well, in industrial insur- 
ance it appears almost unavoidable 
shat all of your agents are not drawn 
from the educated classes, because they 
prosecute their work among the indus- 
trial classes, and necessarily you would 
get a class of agents who would be 
most approachable to that class of 
people. 

Q.—And you say the system of 
carrying on the work rather forced 
you to employ persons that you are 
not altogether satisfied with yoursel- 
ves? A.—There is a natural selec- 
tion in that way. 

Q.—You are governed by the condi- 
tions that the agent must face in his 
workP A.—Yes. 

Q.—And the educated man will not 
carry on the work that persons who 
are not so well educated would do? 
A.—We are not able to obtain their 
services exclusively, or perhaps even 
in half the cases. 

Q.—Have you ever done anything 
more than write to the Montreal of- 
fice about these complaints, have you 
ever followed them up yourself? A. 
—I think occasionally we have re- 
quested an inspector who may be pass- 
ing through the district to make an 
investigation himself, 

Q.—You go to Montreal yourself? 
A.—Not often, perhaps two or three 
times a year. - 

Q.—Have you ever yourself exam- 
ined into a specific complaint? A.— 
No, I have no recollection of having 
done so. 

Q.—Do you not think it is some- 
thing that care should be exercised 
about to see parties are not misled? 
A.—We certainly do. When we send 
an inspector we are taking all the care 
that should be asked of us. 
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Q.—How many inspectors have you? 
A.—Two. 

Q.—What territory do they cover? 
A.—They have no specific territory. 

Q.—Two from Montreal? A.—Two 
to work throughout the three Pro- 
vinces in which we operate. 

Q.—What Provinces are those? A. 
—Ontario, Nova Scotia and Quebec. 

(.—What doctors do you employ? 
A.—We have two in the city of Mon- 
treal. 

_Q:—Who do’all. your. work? "An = 
Yes. 

Q.—Chosen by yourself? 
pointed by the company. 

().—Are they doctors who can speak 
both languages? A.—Yes, both of 
them. 

Q.—And is there any duty cast on 
them to see that the applicant under- 
stands the transaction he is entering 
into, to explain it to him? A.—Not 
duty, he is simply required to make his 
examination. 

Q.—To make the physical examina- 
tion of the applicant and report on 
it? A:—Yes. 

Q.—As to whether the applicant is 
a healthy or proper risk? A.—Yes. 

Q.—So that there is nothing in the 
way you carry on your business that 
puts a check on any impropriety on 
the part of the agent by having the 
doctor make some inquiry, or explain 
the transaction to the applicant? A. 
—No. Every one employed by the 
company could not be employed for 
that purpose. We have several 
checks, the superintendent’s duty is 
to see everything is done properly, and 
the managers, and we certainly would 
not expect doctors in addition to their 
work to— 


Q.—Does every applicant go before 
the superintendent ? A.—Yes, ex- 
cept adults; the adults all pass under 
the examination of the medical ~exam- 
iner. All children are seen by the 
superintendent or manager. 

Q.—And he must report to you that 
he has seen the child that is to be in- 
sured, that he considers the insurance 
proper? A»—And sign a certificate to 
that effect. 

Q.—Is there anything he must certi- 
fy to show he has explained the trans- 
action to the applicant? A.—No. 

MR. McLAUGHLIN: Mr. Evans 
has a few explanations he wants to 
make. 

MR. TILLEY: Have you some ex- 
planations you want to make, Mr. 
Evans? <A.—There is just one thing I 


A.—Ap- 
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would like to mention in connection 
with lapses. The charge has been 
made occasionally against industrial 
insurance that we connive at the lap- 
sing of business. There is one thing 
I would like to state as to the policy 
of this company particularly in respect 
to lapses. We introduced about a 
year and a half ago a system in 
which we notify every lapsed pol- 
icyholder of their lapse. The let- 
ters which we send are on file here. 
As a result of that last year we 
sent out 29,000 letters, individual 
letters, to which we received 452 
replies, and of the replies which we 
received we succeeded in revising or 
re-writing 87 per cent. of the people 
that we got in touch with. I simply 
wanted to mention this to make it 
quite clear that the company uses every 
nossible means to add to the persis- 
tency of the business. We sent out 
14,000 letters first, and these were fol- 
lowed by a second letter, if no response 
was made to the first letter within 
ten days we sent another letter urging 
them to pay. 

Q.—Is your system of paying agents 
of the nature that Mr. Harvey out- 
lined? A.—Yes. 


Q.—That is they are paid a special 
payment on the increase of their de- 
bit? A.—Yes, and 15 times. 


Q.—And the full debit is shown on 
their books? A.—Yes. 


Q.—That would indicate to some ex- 
tent that it was an object to the agent 
to be increasing his debit? A.—Yes, 
but occasionally the agents leave, and 
when an agent leaves the company are 
afraid there may not be sufficient care 
given to the business by the incoming 
agent— 

Q.—Because his payment starts over 
againP A.—Yes. 

Q.—There is a chance it would not 
be very strenuous about keeping the 
debit up as high as he could? A.— 
Yes, and we give particular attention 
to lapses occurring at that time. 


Q.—Is there anything else you 
wanted to explain? A.—Nothing 
more than to refer to the value of 
the business. 

Q.—Can von add anvthing to what 
has been said? A.—Nothing more than 
to reiterate that. It was made to 
appear yesterday that dividends were 
paid while there were deficits being 
created. I would like to make that 
perfectly clear, in our opinion there 
were not deficits created, that the 
value of the business was there dur- 
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ing any time or all time the dividends 
were paid, 

Q.—You are speaking now of the 
value of the business estimated by 
multiplying the weekly debit a num- 
ber of times as you did in 1905? A, 
—Yes. 

Q.—You say you would have been 
justified in doing that earlier? A. 
—Yes. The contingent premiums were 
referred to yesterday, and those con- 
tingent premiums divided by the num- 
ber of times we are considering now, 
that is 1380 times, were much less, that 
is the contingent premiums on the 
basis of 130 times would have amount- 
ed to a great deal more than we put 
them in for. The most at any time 
I think would have been 64 times. 

Q.—Is that what you wanted? A. 
—Yes. 

MR. CARRIE, re-called by 


MR) TILLEY ;'' Q:—You' ‘are the 
book-keeper? A.—Yes sir. 

Q.—And you would be able to say 
what salaries jand commissions and 
payments have been made to all offi- 
cers and servants of both the Union 
Life Company and the National 
Agency Company? A.—yYes. 

Q.—And the Century Life Company 
since it has been owned by the Na- 
tional Agency Company? A.—Yes. 

Q.—Is this a statement that as sent 
in to the Commission showing the 
Union Life Insurance Company’s 
salaries prepared by you? A.—Yes, 

Q.—This shows salaries for 1902, 
1903, 1904 and 1905, each year sep- 
arat y? A.—That is correct. 

Q.—I see that in the year 1902 Mr. 
Evans receives in director’s fees $10 
and in commissions $500, making in 
all $510? A.—Yes. . 

Q.—And Mr. Symons received a 
salary of $180 and fees $10, making 
$190. Dr. Millichamp, $10 in fees 
and $450 for medical fees, making 
$460. 

Q.—Then the other directors re- 
ceived director’s fees only. That was 
practically just for the month of De- 
cember, 1902? A.—That was for the 
six months, about from July. 


Q.—In 1903 the statement shows 
that Mr. Evans received $2,083.40 for 
salary and $75 for director’s fees, and 
$3,000 for commissions, making $5.- 
158.40. Mr. Symons received $360 
for salary, $75 for director’s fees, 
making $435. Dr. Millichamp re- 
ceived director’s fees $75, medical fees 
$1,511.75, making $1,586.75. And the 


other directors received director’s fees 
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only. In those years there would be 
other payments made to these gen- 
tlemen, I suppose, from the Nation- 
al Agency Company? A.—There were 
other amounts paid to them. 

Q.—So that there was other re- 
muneration they received from the 
companies jointly that are not shown 
here? A.—They had other remunera- 
tion but not from the Union Life. 

Q.—This shows everything of the 
Union Life to date? A—Yes, that 
shows everything returned in the 
statement of December 31st. 

Q.—1904 Mr. Evans received $4,- 


433.36 salary, $120 director’s fees,,- 


$1,700 for commissions, making §$6,- 
253.86. Mr. Symons received $360 
salary,$110 director’s fees, total $470. 
Dr. Millichamp received $1,125  sal- 
ary, $120 director’s fees,, medical fees 
$952.75, making $2,197.75. The other 
directors received their director’s fees 
only. In 1905 Mr. Evans received 
salary $5,400, director’s fees $160, 
making $5,560. Mr. Symons received 
$360 salary, and $170 director’s fees, 
making $5380. Dr. Millichamp  re- 
ceived $1,500 salary, $160 director’s 
fees, $1,500 medical fees, making $3,- 
160. And the other directors receiv- 
ed director’s fees only except W. H. 
Carrie, who received a salary of 
$1,500; are you a director? A.—Yes. 

Q.—That ends the statement as to 
the Union Life Insurance Company? 
A.—Yes. 

Q.—What contracts have existed be- 
tween Mr. Evans and the Union Life 
Insurance Company as to salary or 
commission? A.—Do you wish to re- 
cite from the organization of the com‘ 
pany? 

Q.—Yes? A.—In 1902, Mr. Evans, 
Vice-President and Managing Direc- 
tor of the National Agency Company, 
received a salary of $2,500 a year. 

Q.—I asked what contracts have 
existed between Mr. Evans and the 
Union Life Assurance Company as to 
salary or commission, not with the 
National Agency; the first contract 
with Mr. Evans is this one of 22nd 
August, 1901, is it not? A.—Yes. 

Q.—That is between the National 
Agency Company and H. Pollman 
Evans and is very similar to the con- 
tract that I read this morning and put 
in, except that this contract entitled 
him to a commission of five per cent. on 
the gross premium receipts of the com- 
pany instead of the net premium re- 
ceipts of the company? A.—Yes. 


Q.—So that this contract in 1901 - 


entitled him to a commission of five 
per cent. on everything that was paid 


Life Insurance Company? 
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into the company by way of premiums? 
A.—Yes.., at 
Q.—That is the first contract with 
Mr. Evans as to salary? A.—Yes. 
Q.—That is with the National Agen- 
cy? <A.—Yes. 
—Contract with Mr. Evans just re- 
ferred to marked as Exhibit 128. 
Q.—Tell me what payments were 
made to Mr. Evans after that con- 
tract was made, or have you a com- 
plete statement of everything that has 
been paid to him by these companies, 
and we will put it in? A.—I will 
submit this statement to you which I 
prepared since last night. It is from 
all the records I had possession of, 
from the records of the National Agen- 
cy, since its organization as far as 
the items appear in the ledger of that 
company. They are there as they 
appeared and as I found them. 
Q.—Let me have the Union Life? 
A.—You have the Union Life already. 
Q.—This statement gives Mr. Evans 
remuneration first, and it shows that in 
1902 there was a payment of $1,742 
made up of $1,500 salary, and $240 
commission. That would be in addi- 
tion to the $510 he got from the Union 
A.—Yes. 
Q.—In 1903 he_ received salary 
$874.94, which would be in addition to 
the $5,156.40? A.—Correct. 


Q.—In 1904 he received director’s 
fees $90, salary $166.64, making in 
all $256.64. That would be in addi- 
tion to the $6,253.36? A.—Yes. 


Q.—It would make those two pay- 
ments to be $6,500; that was on the 
basis on which he was being paid I 
suppose? <A.—Yes. 

Q.—Then in 1905 he received $170 
in addition to the $5,560 that was 
shown in the other statements A.— 
Yes. 

Q.—Were there no other payments 
made to Mr. Evans A.—I could find 
no record of any other payments being 
paid to him. 

Q.—Don’t you know of any other 
payments that were paid to himP A. 
—I could not say personally, it would 
be prior to any knowledge I had. 

Q.—Have you heard of any others? 
A.—I do not know of any, no. 

Q.—You do not know of any other 
premiums that were made to him at 
allP ©A.—None whatever. 

Q.—This 5 per cent. commission 
would seem to entitle him to more 
commission fees, 5 per cent. on the 
gross premiums, would it not? <A.— 
I have ‘never discussed the matter 
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with Mr. Evans, I do not know what 
his drawings were prior to the dates 
I have given to you. 

Q.—1905, you know about that year? 
A.—Yes. - 

Q.—And then Mr. Evans received in 
1902, $1,085, 1903 $1,580, 1904 $1,835, 
1905 $2,875?  A.—Yes. 

Q.—Are those all the payments that 
had been made to Mr. Symons, do you 
know? A.—Yes, those are all that 
are exhibited there. 

Q.—Are those all the payments that 
have been made to him by the com- 
pany or either company? A.—As ex- 
hibited there, yes they are, all I know 
of, I know of no other payments. 

Q.—No other moneys received from 
the company in any shape or form? 
A.—I think I prepared another state- 
ment where you may have seen some 
other items he has received, but not 
in the form of a salary. 

Q.—Dr. Millichamp received $499.92 
the first year, $833.20 the next, and the 
next $371.54, and $170 in 1905: this 
would be in addition to these payments 
here? A.—Yes. 


Q.—Have you Dr. Millichamp’s name 
in connection with some other transac- 
tions? A.—No, I do not believe I have 
with the exception of a very small 
item, and I have not had a chance 
since 1 o’clock this morning to probe 
it, the Doctor being here all after- 
noon, and I could not question him on 
it, and it was prior to any knowledge 
IT had; it was’ a very small item. 

Q.—What was it about? AS—It 
appeared to be a commission item of 
about $75, and I would like to con- 
sult him to see how he came by it. 

Q.—Dr. Hughes received in 1902 $1, 
810, 1903 $70, 1904 $525, and 1905 
$1,664. Dr. Hughes has a new con- 
tract, has he not? <A.—Yes. 

Q.—Which will entitle him to salary 
at what rate? A.—At the rate of 
about $3,000 a year. 

Q.—Dr. Hughes was getting in that 
1905 director’s fees, salary and com- 
mission, what was his commission? A. 
—His commission was on stock that he 
sold. 

Q:—I see in 1902 he got $1,300 on 
commission, commissions for.what? A. 
+Wor the sale of stock. 

Q.—How many shares of stock did 
he sell? §A.—I could not say off- 
hand. 

Q.—Get the book and let me know? 
A.—I cannot find any record showing 
the number of shares. The matter 
might be traced by going through his 
applications. He had no debit ac- 
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count, the charges were made to com- 
mission account. 

Q.—Did he subscribe for shares him- 
self and sell that amount? A.—No, 
he sold them direct. 

Q.—Do you know what rate that 
$1,300 was computed at? A.—No, I 
suppose it was about 10 per cent. 

Q.—The other directors’ remunera- 
tion does not seem to be very large, 
what other statements have you—I will 
fasten these two statements of salaries 
and commissions and put them in as 
one exhibit. (Filed together as Ex- 
hibit 129. 

Q.—What do you say Mr. Symons 
received beside what you told us 
aboutP A.—You might read them 
there. 

Q.—Tell us what this statement is? 
A.—This is a summary run off, but 
this is a separate item, this is not 
a summary. 


Q.—Tell us what it is? A.—On De- 
cember 15th, 1902, Mr. Symons re- 
ceived cash items amounting to 
$23.66. In April of the following 
year he received another item amount- 
ing to $193.90 re Hannaford. I am 
not quite clear on those items, I be- 
lieve it was in connection with some 
arrangement of stock that occurred 
in the east. Mr. Symons has not dis- 
cussed the matter with me. On 
Mareh 24th, 1903, he received an item 
amounting to $660. 

Q.—What was that for? A.—Ad- 
vance from the National Agency Co. 
to Mr. Symons on account of his elec- 
trical development secur ities which he 
holds and are in the company’s vaults. 

Q.—What date was that? A.— 
March 24th, 1903. 

Q.—The company paid to Mr. 
Symons $650? A.—Yes, the National 
Agency Company. 

Q.—In connection with what? A. 
—In connection with the Electrical 
Development Co. 

Q.—What does it mean? A.—It 
means a company incorporated for 
the development of electricity. 

Q.—What does the _ transaction 
mean? A.—It means it was advanced 
to Mr. Symons, it was a loan to him. 

Q.— Was that a loan? A.—Yes. 

Q.—Ever repaid? A.—It has not 
been repaid yet. 

Q.—Any note for it? A.—TI believe 
Mr. Symons holds in the shape of col- 
lateral some shares in the Electrical 
Development Company which I be- 
lieve were in the National Agency 
Company’s vaults. 


; 
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Q.—You say that the National 
Agency hold some electrical develop- 
ment bonds or stocks? A.—I am not 
quite clear, I think it is stock. 

Q.—Is there anything in the books 
to show? A.—No, nothing more than 
the advance to him. 

Q.—And that is all that you can 
say about it? A.—Yes. 

Q.—Were you in the company’s of- 
fice at that time? A.—Yes. 


Q.—And that is all the explanation 


vou ever had about the items? A.— 
That is the only explanation. 
Q.—There is no note for it? A.— 


No. 

Q.—No time for repayment? A.— 
I have never discussed the matter 
with Mr. Symons. 


Q.—You do not know how much the 
stock amounts to? A.—wNo. 


Q.—Anything else? A.—There are 
two or three sundry small amounts, 
one on account of advertising 
amounting to $10.50, another small 
item $9, and another item of $2. The 
next item is January 38rd. 


Q.—What would be the advertising 
i tem? A.—TI believe it was something 
in connection with Mr. Symons per- 
sonal affairs that was advanced and 
just charged in his account. It has 
not been adjusted. It may be over- 
looked by Mr. Symons, and possibly 
has not been forced upon him, other- 
wise he may have settled it. On 
January 3rd, 1904, he received a fur- 
ther remittance of $1,123: 


Q.—What was that for? A.—That 
was also an advance on the same ac- 
count as the Electrical Development. 

Q.—As this $650? A.—Yes. Mr. 
Symons on January 2nd of the same 
vear returned $140 in the same ac- 
count, and there is a balance still 
against him of $1,872.86. 

Q.—That is all you know about the 
transaction? A.—Yes. 


Q.—He appears on the books to 
bk the Company that much money? 
A.—He knows he owes the Company. 


Q.—That has been discussed between 
youP A.—Yes, I remember one time 
ago I mentioned the matter to him, 
and he knew about the matter at that 
time and acknowledged the indebted- 
ness. 

Q.—How many shares of Electrical 
Development stock have you got? A. 
—Of that company I don’t know that 
we hold any, it is another electrical 
development company. 

Q.—What electrical development 
company is it? A.—New York. 
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Q.—Tell us about it? A.—I cannot 
tell you an awful lot about it, be- 
cause I simply dont’ know. 

Q.—How many shares have you? A. 
—We possess none. 

Q.—I thought it was in the vault? 
A.—I believe Mr. Symons has it. 

Q.—Did you ever see it? A.—No, 
I understood from him he had it. 

Q.—When? A.—It might have 
been some eight or nine months ago. 

Q. Did you ever speak to him? A. 
—I spoke to him about that time. 

Q.—Did you ask him for security? 
A.—No. 

Q.—How did it come to be men- 
tioned between you and him? A.— 
We had several other smaller trans- 
actions, and I took occasion to jog 
his memory about the matter, and we 
discussed it further. 


Q.—And he said he has some electri- 
cal stock? A.—I took that inference 
from it. 

Q.—That he had some stock? A.— 
Yes, that he had some stock in this 
company and it is collateral towards 
that. 


Q.—You said collateral, has it been 
transferred to the National Agency? 
A.—No, I cannot say it has. 

Q.—How is it collateral to the loan? 
A.—I am not in a position to say that, 
I am not in a position to discuss this 
account more than to say there is an 
advance from the National Agency to 
Mr. Symons of which he has acknow- 
ledged the indebtedness and at any 
time he is obliged to redeem it. 

Q.—He has acknowledged the in- 
debtedness every time you have spoken 
to him about it? A.—Yes. 

Q.—How many times have you men- 
tioned it to him? A.—I may have 
mentioned it to him twice. 

Q.—I suppose you mentioned it to 
him Jast time while this investigation 
is going on? A.—No, I have never 
mentioned it for eight months. 

Q.—Did you not mention it to him 
yesterday P A.—No, he never dis- 
cussed the matter with me or I with 
him. 

MR. McLAUGHLIN: Mr. Symons 
had to go to New York last night. I 
will undertake to put in a statement 
of everything in connection with that . 
item. It is too bad it did not arise 
when he was here. 

MR. TILLEY: Q.—Let us have any 
other statements you have 

Q.—Mr. Carrie has adopted a new 
svstem of book-keeping as to some of 
the books? A.—We are alwavs adopt- 


INSURANCE. 681 


SESSIONAL PAPER No. 66 
25th day, May 11th, 1906. 


ing new system in life insurance busi- 
ness. 

Q.—What is the next statement? A. 
-—_I have an item here of sundry 
amounts paid out to brokers placing 
stock. 

Q.—Who are the brokers? A.— 
You may read off the statement here. 

Q.—Are there any directors’ names 
on this? A.—TI do not believe there 
are any, there may be. 


Q.—Let us get to some more state- 
nients about the directors? A.—I do 
not find the directors have ever re- 
ceived any very large remuneration 
in the early period of the company ; 
they appear to have been working for 
the love of it, and I could not find any 
other items than those you have seen. 
Mr. Kent asked me to prepare the net 
- account of Mr. Evans—and how the 
different items were retired, and I 
have. 

Q.—Before you commence that have 
you any other payments made to dir- 
ectors either in the early years or 
later years than what you have here? 
A.—No, none. 

Q.—You have told us now of all pay- 
ments whether for commission or sal- 
ary? A.—Yes, 

Q.—Any other financial dealings be- 
tween the directors and the company? 
A.—They have none that I can trace. 

Q.Tell ys about stock dealings 
with the directors? A.—The first 
exhibit is Mr. Evan’s account, I think 
we went into that before, unless you 
wish to traverse the account again. 

Q.—We will go over the account 
again? A.—In going over his account 
I find he has subscribed, or shares heid 
or transferred to him 423 shares. 

Q.—Including the original subscrip- 
tion? A.—Including all applications; 
for which the sum of $34,075 had been 
to the credit of his account. He is 
transferred 371 shares, together with 
cash amounting to $22,875, leaving 
shares still held, 52 shares, $5,200. 
Those shares are fully paid up, for 
which there is a small indebtedness 
in form of a note. 


Q.—Whose note? 
note. 

Q.—How much is the note? -Aj— 
The note amounts to about $1,750. 

Q.—And that note has been running 
how long? A.—There are a number 
of notes covering the different sub- 
scriptions to shares and the transfers 
to his account. 

Q.—I understand he would subscribe 
for the stock, it would be sold by some 


A.—Mr. Evans’ 
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agent of the company, and the pro- 
ceeds would be credited to his account ? 
A.—That is stock that he is trans- 
ferring away. 

Q.—Yes? A.—No, I might explain 
to you that after the shares were al- 
lotted to him, the last allotments, he 
relieved quite a few shareholders of 
their holdings, they being unable to 
carry the stock and meet the calls, 
he relieved them of their shares and 
gave the company his note, paying up 
the difference. He held those shares 
until such times as there was an op- 
portunity occurred as they may have 
been transferred away to other ap- 
plicants that came through the bro- 
kers in the field. His notes of course 
of these credits should come in, and 
they would be applied to the credit 
of his notes. 


Q.—Are these accounts of stock 
transactions? A.—Yes. 


Q.—And they show all the stock that 
was transferred to him? <A.—AIl the 
stock that is here. 


Q.—What is this column? ALS 
That is transferring away the cash 
from his account to the one transferred 
to. 

Q.—Transferring his cash? A= 
Yes, from his own account to the ac- 
count of the one to whom the shares 
were transferred. 

Q.—Did he sell some to Mr. Harry 
Symons? A.—Early in 1901 I find 
some 13 shares were transferred to 
Mr. Symons, on which a cash payment 
had previously been paid of $1,250. 

Q.—Can vou tell me what profit Mr. 
Evans has made out of these stock 
transactions? A.—No, I cannot tell 
you that, any more than it would be 
hard for me to say what profits he 
made, because I would not be neces- 
sarily aware of every deal that he 
might have made. 

Q.—He got all this stock that was 
allotted to him in July, September 
and October, 1904, at par? A.—Yes. 

Q.—He got his first holdings of 96 
shares at par? A.—Yes. 

Q.—The stock he got from these 
other shareholders on what terms did 
he get them? A.—He accepted them 
the same as they had been allotted in 
the first place at 125. 

Q.—He would take all their stock? 
Take over their stock. 

Q.—Would he pay anything for it? 
A.—He would give his note to the com- 
pany for the balance due on the calls. 


A. 
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Q.—What did he pay the persons 
from whom he got the stock? A.— 
He would not pay them anything be- 
cause they would transfer to him their 
shares or sufficient of their shares. 

Q.—Which? A.—They would trans- 
fer sufficient of their’ shares to make 
the balance fully paid up. 


Q.—Do you say Mr. Evans took 
the responsibility off these sharehold- 
ers without any profit as between him 
and the shareholders? A.—Yes, with- 
out any profit whatever. 


Q.—That is the shareholder that 
turned them over to him did not lose 
anything on the transaction at all? 
A.—He was relieved of the call. 

Q.—Did he lose what he had paid? 
A.—Oh no, absolutely no; he holds 
sufficient to make whatever balance of 
his holdings would be fully paid up, 
or paid enough up to protect it for 
that call. 

Q.—Mr. Evans would get only a suf- 
ficient number of shares to represent 
unpaid— 

MR. EVANS: A number of these 
people were very apprehensive about 
these calls, and I took a number of 
them to relieve that anxiety. They 
wrote in many times, and we took the 
stock off their hands for the express 
purpose of relieving them, and we 
made nothing out of it whatsoever. 


MR. TILLEY: Q.—Probably Mr. 
Evans could just say to what extent 
there was profit in all these dealings. 


MR. EVANS: There was no profit 
on any transfers we took from other 
people. i 

MR. TILLEY: ° On the allotment 
how much? 

MR. EVANS: I could not say, pro- 
bably ten or twelve dollars a share on 
an average, sold to different people at 
different prices. 

Q.—Have you anything else? A. 
—No. The same thing was done by 
Mr. Symons and Dr. Millichamp. 

Q.—Mr. Symons subscribed for how 


many, how many did he get direct? 


A.—Originally about 100. 


Q.—And then 194 more? A.—No, 
he originally subscribed for 1, 1 share 
was allotted to him, 13 were transfer- 
red, and then he made application for 
12 more, and then 74 were allotted to 
him, and then he relieved some share- 
holder of 10; the shareholder was a 
little distressed and he took them from 
him until such time as he betided him 
over his difficulties. 

Q.—There was no profit on that 
transaction? A.—No. 
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Q.—But there would be on what was 
allotted to him? A.—Yes. 

Q.—Any other shareholders the 
same? A,—I was not able to complete 
another statement. This is Dr. Milli- 
champ, but the Doctor had very little 
dealings in transfers. 

Q.—He got very few transfers; he 
had allotted to fhim—? A.—About 
140 shares. 

Q.—And I suppose he got those at 
par? A.—He got part of them at par. 
He got about 1380 at par. 

Q.—He paid for them by his note? 
A.—Yes, and cash. 


Q.—How much cash did you ever 
get from him? A.—You will find 
there. 

Q.—But it was principally by note? 
Yes, 

Q.—And the same way with Mr. 
Symons? A.—Yes. 

Q.—And the agents would sell the 
stock as they could? A.—The agents 
would place the balance of the stock. 


Q.—Agents were out selling stock 
for the company? A.—Yes. 


Q.—And when application for some 
shares would come in the application 
might be filled from Mr. Symons’ stock 
or Mr. Evans’ stock or the Companv’s 
stock? A.—Or Mr. Jones’s, or Mr. 
Green’s, or anybody who had made 
application to be relieved, he gave us 
power of attorney to transfer his 
shares for a certain number. 


Q.—Have all these notes been paid 
other than Mr. Evans you spoke about, 
or are they still outstanding? A.— 
There is a very small balance of Dr. 
Millichamp’s. 


Q.—How much? A.—Balance De- 
cember 3lst, $657. I think there is 
another credit again, possibly three or 
four hundred dollars. Mr. Symons’ 
balance of his note $2,426. He has 
had some other credits since the first 
of the year of two or three hundred 
dollars. 

Q.—About $2,200? A.—yYes. 

Q.—So that Mr. Symons owes the 
company about $4,000 now? A.—Yes. 


Q.—Is that all he owes? A.—AIll I 
know of. 

Q.—Is that all Mr. Evans owes you 
have told us about? A.—Yes, about 
$1,750. 

Q.—Have you told us all that Dr. 
Millichamp owes? A.—Everything. 

Q.—And also Dr. Hughes? A.—Dr. 
Hughes owes the company nothing 
{} at I know of. 


A. 
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Q.—Did we put the amount of Dr. 
Millichamp down? A.—It must be 
about $450. 

Q.—Has interest been charged on 
these notes? A.—Always. 

Q.—At what rate? A.—6 per cent. 

(&.—There are no other loans made 
'o the directors than what you have 
told us about? A.—None whatever. 

MR. KENT: I would like Mr. 
Carrie to furnish the Commission by 
the 21st instant, or as soon after as 
possible, with a statement showing the 
total amount received by Mr. Evans 
from the Ist January, 1901, to date, 
whether these amounts have been re- 
ceived as salary, commission, profit on 
the sale of stock or securities, or gen- 
erally from any source whatever. The 
information you have furnished is not 
as clear to my mind as I would like 
it to have been given. It is not as 
full as I expected it would have been, 
and I conceive it my duty to ask for 
this statement as far as Mr. Evans 
is concerned, in order to see what total 
amount he has received in the last 
five years from his connection with 
both these companies, and any trans- 
actions in connection therewith? A. 
—A statement will be prepared. I 
would like to make an explanation: I 
may state the National Agency Com- 
pany was not given the privilege of 
preparing any statements whatever to 
present to the Commission. The Life 
Company have prepared all their state- 
ments, but the National Agency were 
called upon at a moment’s notice to 
prepare and deliver any statements 
and books they possess, and they had 
no intimation they were going to be 
called upon, never expected it. 

JUDGE MacTAVISH: You will 
have the opportunity now. 

MR. SHEPLEY: Subject to any 
exigency that may arise hereafter I 
wish to rest here as to these two com- 
panies. That of course is not abso- 
lutely final, but it is practically I 
think. 

MR. McLAUGHLIN: In_  connec- 
tion with this company, when we 
furnish what further material we are 
asked to put in I would like to have 
the opportunity of filing a summary, 
not an argument but just a sum- 
mary of the state of the affairs of 
the company as gathered from the evi- 
dence, which I will sign. It is differ- 
ent from the other companies, being 
an industrial comany, and I think I 
can prepare a summary that will at 
least not increase the labors of the 
Commission, and _ possibly diminish 
them to some extent. 


Union Life Ins. Co. 
(W. H. Carrie, ex’d) 


JUDGE MacTAVISH: From the 
evidence that is put inP 

MR. McLAUGHLIN: From _ the 
evidence and statements put in; I 
might add a few words of reflection 
upon it. 

JUDGE MacTAVISH: What have 
you to say to that, Mr. Shepley? 

MR. SHEPLEY: I don’t suppose 
that the Commission will reject any 
information they get addressed to the 
Secretary from any quarter. 

JUDGE MacTAVISH:. No, I was 
going to say that, we are wanting 
information. 


The Commission adjourned at 4 
P.M. to Monday, 21st May, 1906, at 


11 A.M. at Toronto. 


TWENTY-SIXTH DAY. 
MORNING SESSION. 


Toronto, May 21st, 1906. 


MR. TILLEY: Your honors will re- 
member that on the closing of the last 
sitting of the Commission a statement 
was requested from the Union Life as 
to salaries, commissions and so on, re- 
ceived by the directors of the company. 
The statement was to have been fur- 
nished to us in time for us to check it 
before the Commission met again: but 
the company report that they have not 
been able to complete the statement as 
yet, and we prefer that it should not 
be taken up until we have had an op- 
portunity of checking it, and then we 
can deal with the matter as soon as 
they have supplemented the statement. 


JUDGE MacTAVISH: Yes. 


NORTH AMERICAN LIFE ASSUR- 
ANCE COMPANY. 


MR. SHEPLEY: I am proposing 
this morning to ask some questions of 
the Managing Director of the North 
American Life Assurance Company. 

LEOPOLD GOLDMAN, sworn. Ex- 
amined by Mr. Shepley: 

Q.—You have been, for a great 
many years, connected with the North 
American Life Assurance Company? 
A.—Yes. 

Q.—You are now what? A.—Man- 
aging director. tie 

Q.—You succeeded in that position 
the late Mr. McCabe? A.—Yes. 

Q.—In what year? A.—April 29th, 
1903. 
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Q.—That was immediately after his 
death? A.—A few days after his 
death. 

Q.—How long before that had you 
been connected with the company? 
A.—Since January 4th, 1881. 

Q.—That was within a very few 
years after its incorporation? A.— 
It was when it commenced business. 

Q.—So that your connection with 
the company has_ been continuously 
maintained throughout its whole his- 
tory? A.—Yes. 

Q.—What offices have you filled 
there, commencing with 1881? A.—I 
was Secretary. 

Q.—Secretary up to the time that 
Mr. McCabe died? A.—Yes. 

Q.—And then you succeeded him? 
A.—I then succeeded him. 

Q.—Had you insurance experience 
before you joined yourself to the 
North American Life Assurance Com- 
pany? A.—I had about seven years’ 
experience. 


Q.—Where? A.—In the Confeder- 
ation Life. 

Q.—What was your position there? 
A.—Accountant. 

Q.-—Accountant for the whole seven 
years? <A.—Yes. 

Q.—And that was your practical in- 
surance experience before you went 
nie the North American Life? A.— 
"es. 

(¥.—Are you an actuary by profes- 
sionP A.—No, I am a member of 
the Institute of Actuaries, but I have 
never practised as an actuary. 

Q.—Who is charged with the respon- 
sibility for the actuarial work in the 
North American Lrfe? A.—We have 
an Actuarial Department there, Mr. 
Kilgour and Mr. Campbell. 

Q.—What offices do they hold? A. 
—And we have a consulting actuary. 

Q.—Who is your consulting actu- 
ary? A.—Mr. W. T. Standon. 

Q.—OfP A.—He was of New York 
until. the end of the year, and now 
he is living in Denver. 

Q.—How often does he come to To- 
ronto? A.—Once or twice a year. 

Q.—Then the staff of the actuarial 
oe ante does the actual work? A. 
—Yes. 

Q.—Are you at all familiar with the 
actuarial department? A.—Well, 1 
have not given much time to it. 

(.—Where an enquiry touches upon 
actuarial matters perhaps you _ will 
tell me whom I should ask? A.—Mr. 
Kilgour. He has specially prepared 
himself for your examination. 

()._-The company was incorporated 
in 1879: you perhaps are aware of 
that? A.—yYes. 


6 EDWARD VII., A. 1906 


North American Life. 
(Leopold Goldman, Ex’d.). 


Q.—By an Act of the Dominion 
Parliament? A.—Yes. 

Q.—<And I propose to ask you some 
questions with regard to the pro- 
visions of the Statute, and then some 
questions with regard to the amend- 
ing Acts, and after that some ques- 
tions with regard to the by-laws under 
which your company is working. In 
the first place, do you remember what 
the provision was with regard to the 
capital stock in the Act of Incorpora- 
tion? You are perfectly at liberty to 
look at the book. I see you have it 
there? A.—My recollection is that it 
was $100,000. 

Q.—That was to be subscribed: that 
was under the second section of the 
Act, apparently, and it was called in 
that a guarantee fund? A.—Yes. 

Q.—That section provided, ‘‘Before 
commencing business and _ issuing 
policies there shall have been a guar- 
antee fund subscribed,’’ etc. (Reads.) 
Then are you able to remember from 
your knowledge of the inception of 
the company, whether or not before 
commencing to do business these pro- 
visions were complied with? A.— 
That is my recollection. 


Q.—That $100,000 was subscribed 
to the Guarantee fund? A.—Yes. 

Q.—And do you remember what was 
paid on it? A.—I*think fifty per 
cent. 

Q.—Our information is sixty. How- 
ever, we will get that accurately. I 
do not want to have it taken down 
inaccurately? A.—No. I can verify 
that, though. I think it was fifty. 

Q.—Was there another ten paid? 
A.—Subsequently you will notice there 
was a change. 

Q.—I know there was? A.—And I 
think there was then ten per cent. 
more paid. 

Q.—Then I might as well finish 
that. On a subsequent occasion the 
Guarantee fund was raised to what? 
A.—$300,000. 

Q.—And you think it was then an- 
other ten per cent. or another $10,000 
was paid? A.—Because it was pro- 
vided that 20 per cent. should be paid. 

Q.—That with the original fifty, as- 
suming it came.in sections that way, 
that with the original fifty would 
make sixty per cent. upon $100,000 
or 20 per cent. upon $300,000? A.— 
Exactly. 

@.—Then has the Guarantee fund or 
capital stock since been increased be- 
yond the $300,000? A.—No. 

Q.—Has anything more been paid 
on account than the original sixty or 
twenty per cent? A.—No. 
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Q.—So that at present, indeed, since 
the alteration, your capital stock has 
been $800,000, of which sixty thou- 
sand dollars has been paid up? A.— 
Yes. 

Q.—And the business of the North 
American Life has been developed 
upon a paid up capital of $60,000? 
A.—That is correct, sir. 

Q.—Then there is a provision here 
for redemption of the Guarantee 
Fund by the Company: I understand 
that that has never been taken 
advantage of P A.—Never. 

Q.—Then there is a provision that 
until redemption the directors may 
pay holders of shares interest on the 
amount paid up, at such rate as may 
be agreed upon by the _ directors. 
What rate of interest has been paid 
upon the $60,000 paid up _ capital? 
A.—It varied for some years, but for 
asgood many years it has been ten per 
cent. 

Q.—When you say a great many 
years, would it be fifteen or twenty 
years? A.—I think about fourteen 
years. 

Q.—For about fourteen years the 
interest has been paid in the shape 
of dividends I suppose? A.—Yes. 

Q.—Out of the profits of the Com- 
pany? A.—Yes. 

Q.—To the extent of $10,000 upon 
the $60,000 of paid up Guarantee 
fund or capital? A.—Yes. 

Q.—Then there is a provision which 
I wish to have upon the record, ‘‘such 
guarantee fund _ shall have been 
redeemed,’’ which you say has _ not 
taken place—‘‘The whole of the reven- 
ues and profits of the company shall 
belong exclusively to the policyholders, 
and shall be henceforth divided 
amongst them in such proportion and 
at such times as the directors shall 
appoint’’: you are aware of that pro- 
vision? A.—yYes. 

Q.—So that the policyholders, sub- 
ject to the right to redeem the Guar- 
antee Fund, are entitled to the whole 
of the profits made by your company? 
A.—If that took place. 

Q.—I say subject to that? A.— 
Yes. 

Q.—Then there is a provision that 
redemption should not be affected 
until the full deposit required by the 
Insurance Act should have been made: 
that I suppose was made long long 
agoP A.—Yes. 

Q.—Perhaps you made it from the 
beginning? A.—Yes, we did from the 
beginning. ) 

Q.—So that you have always been 
in a position to redeem the Guarantee 


North American Life. 
(Leopold Goldman, Ex’d.) 


Fund so far as the Statute is con- 
cerned? A.—Yes. 

Q.—Has the question of redeem- 
ing the Guarantee Wund ever been 
discussed? A.—Never. 

Q.—Never has _ been 
A.—No. 

Q.—Never mentioned at all at any 
of the meetings of the Board, or at 
any meeting of those who were mem- 
bers of the company? A.—Never to 
my knowledge. 

Q.—Speaking as an insurance man, 
would the redemption of the Guar- 
antee Fund—that is the payment back 
of the $60,000 of stock—leave this 
company practically a mutual com- 
pany? A.—yYes. 

Q.—Then there is a provision for 
provisional directors. Then they are 
to open books for the subscription of 
the Guarantee Fund, and open books 
for applications for insurance to be 
effected by the company. ‘‘As soon as 
the Guarantee Fund has been sub- 
scribed and applications have been 
received and accepted amounting to 
$100,000, the provisional directors 
shall call a meeting of the guarantors 
and persons who have made = such 
applications for insurance for the 
election of such Board of Directors,’’ 
etc. (Reads.) That was the original 
provision? A.—yYes. 

Q.—And in the first clause those 
who applied for insurance were made 
members of the company as well as 
those who subscribed to the Guarantee 
Fund? <A.—Yes. 

Q.—The original voting power then 
was one vote for each hundred, so far 
as the Guarantee fund _ subscribers - 
were concerned, and one vote for each 
five thousand of insurance so far as 
the policyholders were concerned? A. 
—Yes. 

Q.—You have been with the com- 
pany since it commenced business? 
A.—Yes. 

Q.—Had it written more than $100,- 
000 of insurance when it commenced 
to organize? A.—My recollection is 
it was $200,000. 

Q.—You have no doubt, I suppose, 
that the Statute was substantially 
complied with? A.—Oh, yes. 

Q.—Then there is the specific provi- 
sion that any individual or corpor- 
ation who is a legal or __ beneficial 
holder of a policy of insurance in the 
company, or a subscriber to the Guar- 
antee fund hereinbefore mentioned, 
and who shall have paid all dues, 
premiums or calls thereon mentioned, 
shall be a member of the company 


discussed ? 
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and entitled to all benefits thereof 
under the provisions of this Act? A. 
—Yes. 

Q.—Then power is given to the pro- 
visional directors, or the directors to 
be elected, to enact by-laws for the 
organization, maintenance and _ gov- 
ernment of the company, as well as 
for the application of its funds and 
profits as herein provided, and these 
by-laws may from time to time be 
altered and amended, not to be incon- 
sistent with laws—I do not know 
whether that is correctly printed or 
not—and they are to be legal and 
binding until altered: then they are 
to be approved by a general meeting. 
Then your first Board to be elected 
was to consist of not less than seven 
nor more than 25 directors, four of 
whom were to form a quorum, and 
there was to be one director President 


and another Vice President, and the. 


qualification—do you remember what 
that wasP A.—I think it was a 
holder of $2,000 of the Guarantee 
Fund, or a policyholder of $5,000. 

Q.—You are quite right: has that 
qualification ever been changed? A. 
—Not to my knowledge. 

Q.—<And that is the qualification to- 
day? A.—Yes. 

Q.—Then policyholders to the extent 
of $5,000 being members have always 
had an eligibility for membership of 
the Board? A.—Yes. 

Q.—With those who were subscrib- 
ers to the Guarantee Fund? A.—Yes. 

Q.—Then I pass over the other pro- 
visions of that section and come to sec- 
tion 8, which enables the directors to 
appoint committees with certain pow- 
ers and to discharge such duties the 
directors may from time to time con- 
fer and impose on them. But they 
are at all times in regard to their 
actions and duties to be subject to 
the control of the said Board of direc- 
tors. I won’t go into that in detail 
now. I will go into that later on. 
But has that power been exercised 
by the Board of Directors? Have 
you had committees? A.—Yes. 

Q.—You have had committees in 
executive charge of the business of 
the company? A.—Yes. 

Q.—Then there is a provision for 
a general meeting; then a provision 
as to the Head Office, and then the 
provision is repeated as to votes, and 
then there is something—that is $100 
interest in the Guarantee Fund enti- 
tles the holder to a vote, and $5,000 
insurance entitles the holder to a 
vote. ‘‘No proxy can vote unless he 1 1s 
himself a member qualified to vote.’ 
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Is that still the law in your company ? 
A.—Yes. You will see an amendment 
later on. 

Sea it does not affect that? A. 
—No. 

Q.—Any proxy must himself be a 
qualified voter? A.—Yes. 

Q.—Then there is a provision for 
investment of your funds which I pass 
over, because it was not very long 
before that provision was—well, it was 
a considerable time—it was 1897, I 
think, when the alteration was made? 
A.—Yes, there was an amendment 
made in 1897. 

Q.—You had powers from the begin- 
ning to invest in the debentures and 
stocks of the Dominion, or on the 
security of them, or the securities of 
any of the Provinces, or the secur- 
ities of any Municipal Corporation, 
or on the securities of stock or deben- 
tures of any incorporated building 
society, loan or investment company, 
bank stock, real estate or mortgage 
security thereon, or the security of 
leaseholds, and so on and so on, and 
on your own life policies to the extent 
of their surrender value. That was 
your original power of investment? A. 
—Yes. 

Q.—And that power of investment 
remained so, except as affected by the 
General Acts of the Dominion on the 
subject of insurance until 1897? A. 
—Yes. 

Q.—Then there was a provision that 
the company may invest or deposit 
such portion of its funds in foreign 
securities as may be necessary in the 
establishment or maintenance of any 
foreign branch? A.—Yes. 

Q.—Then you were made subject to 
certain Statutes which -are named, 
certain provisions of certain Statutes, 
certain general ActsP A.—Yes. 

Q.—Then in 1882 you would be 
familiar with ‘the changes, because 
you went there in 1881. In 1882 
an amendment was obtained which 
eee the name of the company? A. 
—Yes. 

Q.—And made some other alteration 
that you will find at page 8 of the 
pamphlet? A.—yYes. 

Q.—It had been the North Amer- 
Se Life Insurance Company? A.— 

es. 

Q.—The name was changed to the 
North American Life Assurance Com- 
pany? A.—yYes. 

Q.—Then there was an alteration 
in the seventh section of the main Act 
in respect of the Board of Directors. 
Can you tell me in 4 word what that 
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was. It enabled, I see two Vice 
Presidents to be ‘elected of one, and 
the $5,000 policy, in respect of which 
the holder was given a right to vote 
was required to be participating: you 
observe that perhaps? A.—Yes. 

Q.—That altered the policyholder’s 
right of voting, so that unless a non- 
participating policyholder might: have 
voted before that on a $5,000 policy, 
othe this Act he no longer could? A. 
—No. 

Q.—Then the Act was’ further 
amended by enabling the directors to 
determine their own remuneration, 
subject to the approval of the share- 
holders? A.—yYes. 

Q.—And then there was the provi- 
sion which is common to many com- 
panies, ‘‘May make or cause or author- 
ize to be made for the company any 
description of contract which the com- 
pany may by law enter into, and may 
from time to time fix or determine 
the remuneration of any committees, 
sub boards, local agents or other offi- 
cers? A.—Yes. 

Q.—Then came a change in the 
voting strength: that was a very 
substantial change, was it not? A.— 
Yes, 

Q.—It gave every person who had 
$100 subscribed to the Guarantee 
Fund five votes? A.—Yes. 


Fine votes for every $100? A. 
—Yes. 

Q.—And it also increased the vot- 
ing power im respect .of insurance 
policies by giving a vote for’ each 
$1,000 of participating insurance? 
A.—Yes. 


Q.—One vote for $1,000 of paftici- 
pating insurance, and five votes for 
$100 of Guarantee Fund? A.—yYes. 


Q.—Then in 1897 you had another 
Statute passed. I see that there was 
a somewhat more comprehensive des- 
cription, perhaps a more modern des- 
cription would be the better way to 
put it, of the sort of insurance con- 
tract you could enter into? A.—yYes. 


Q.—Perhaps the language of your 
old Act got a little out of fashion? 
A.—Well, it was ambiguous, I 
think. 

Q.—Then there is a provision with 
respect to the Guarantee stock which 
I call your attention to. Section 3 
of the original main Act was repeal- 
ed, and this was substituted for it: 
‘that the Guarantee Fund so subs- 
cribed shall be lable for the payment 
of losses.’”’ That was old? A.—Yes. 

Q.—‘‘And may be used in such man- 
yer and to such extent as the direc- 
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tors by by-law may determine’’: that 
was old also? A.—Yes. 

Q.—Then the next provision is old, 
except it provided what funds might 
be provided for? A.—Yes. 

Q.—‘‘Until redemption the directors 
may pay to the holders of such shares 
such amount, not exceeding fifteen per 
cent. per annum.’ That put a limita- 
tion upon the power of paying divi- 
dends to the guaranteed stock? A.— 
Yes. 

Q.—Then the next provision was 
that the profits from the non-partici- 
pating policies were first to be applied 
towards the payment of these divi- 
dends? A.—Yes. 

Q.—Then came the provision that 
the whole of the divisable profits, if 
redeemed, should belong to participat- 
ing policyholders? A.—Yes. 

Q.—That was old, with the limita- 
tion of participatingP A.—Yes. 

Q.—The policies being participat- 
ing? A.—Yes. 

Q.—yYou have, I think you told me 
never exceeded the ten per cent., never 
paid as high as fifteen per cent. upon 
the guaranteed stock? A.—No, never. 

Q.—Then can you tell me Mr. Gold- 
man, what was the occasion for the 
repeal of the old section defining your 
powers of investment and the passing 
of this new section as it is in this Act? 
A.—I think it was the introduction 
of electricity and the desire to get 
investments of that kind. 

Q.—This added to the subjects of 
investment, Waterworks Company 
stock or bonds, Gas Company stock or 
bonds, Street Railway stock or bonds, 
Electric Light or Power Company stock 
or bonds, Electric Railway or Street 
Railway or Telegraph Company stock 
or bonds? A.—yYes I think so. 

Q.—Adding the requirement that 
these companies must be incorporated 
in CanadaP A.—Yes. 

Q. —Then the rest seems to be as it 
was in the original statute until you 
come to the powers of investment in 
the United States; those are new. 
That is you had the general power to 
invest in foreign securities as much 
as necessary for the establishment and 
maintenance of a foreign branch? A. 
—Yes. 

Q.—There is now a clearer defini- 
tion in 1897 of the powers you were 
to have in respect of foreign invest- 
ments. Do you observe that at page 
12? A.—Yes. 

Q.—Then the idefinition is, ‘‘in or 
upon the stocks, bonds or debentures 
of the United States or of any State 
thereof, or of any municipality in the 
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United Kingdom or in the United 
States or any State thereof, or in or 
on mortgages or real estate therein, 
(but the amount so invested in the 
United States, shall not at any time 
exceed the reserve upon all outstand- 
ing policies in force in the United 
States, and the amount so invested 
in the United Kingdom shall not at 
any time exceed the reserve upon all 
outstanding policies in force in the 
United Kingdom, and such reserve in 
each case shall be calculated upon the 
basis prescribed by the Insurance 
Act.) That was your power of for- 


d : ; Ail 
eign investment, you recognise that? 


A.—Yes, at that time. 

Q.—At that time—in 1897? A.— 
Yes. 

Q.—Then you can tell us of course 
at once when the General Dominion 
Act upon the subject of investment 
was changed? A.—1899. 

Q.—What is the position of your 
Company with respect to the power o 
investment, do you take the position 
that you have all the powers that are 
given by the Insurance Act? A.—Yes. 

Q.—If they are wider than the pow- 
ers in your Act? A.—If you remem- 
ber, sir, it stipulates that it does not 
diminish, it gives us greater powers 
but does not take away any we have. 

Q.—I am not at all quarrelling with 
the attitude of your Company, but I 
-want to get it so we can understand 
it. You contend that if either of 
these Acts is wider than the other, you 
have the powers of both? A.—Yes. 

Q.—Then you have furnished us, 
Mr. Goldman, with a copy of your 
by-laws, as I understand it, being the 
by-laws as they are at present in force? 
A Ves 

Q.—I shall have to ask you speci- 
fically perhaps with regard to two or 
three of them, how long they have been 
in force. When was your Board fixed 
at 11, because the Statute says not 
fewer than 7 or more than 25? A.— 
I think perhaps I can tell you. I will 
get a memorandum I have on that 

oint. 

MR. LANGMUIR: I would like very 
much if the Commission can be sup- 
plied with copies of these by-laws ax 
you are quoting from them? A.—We 
ean send up and get them. 

JUDGE MACTAVISH: Do_ so 
please, at the adjournment. 

MR. SHEPLEY: The question was, 
when your Board was fixed at the num- 
ber of 11, which is the second by-law 
now in force. ‘‘The number on the 
Board of Directors shall be 11?’?’A.— 
It seems that is the position now. 
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Q.—I do not know that it is very 
important, but we can find it if: it is. 
We will not trouble about that longer 
now. Then the 5th by-law provides 
that there shall be one standing Com- 
mittee of the Board of Directors, to be 
called the Executive, to be subject to 
the control of the Board in all its ac- 
tions and duties and to whom it shall 
report monthly.’? Now that Executive 
Committee is continued from the be- 
ginning as I understand it? A.—Well, 
there has been an Executive Commit- 
tee. 

Q.—How far back? We have only 
asked you for information for 15 
years? A.—Well, in 1891 we had a 
Finance Committee, an Insurance 
Committee and an Agency Committee. 

Q.—You had other committees in 
the earlier part of the period over 
which you have been asked to search ? 
A.—Yes. In 1892 and 1893 we had the 
Executive Committee, Finance and 
Agency. 

Q.—In 1891 you had besides the Ex- 
ecutive, an Insurance, an Agency and 
an Auditing Committee. Similarly in 
1892 you had all 5 Committees. In 
1893 the Executive Committee was re- 
duced to 6 members, the Finance Com- 
mittee was reduced to 2, the Agency to 
4, and the other Committees were con- 
tinued as during the previous years. 
1894 and 1895 the same. 1896 the Ex- 
ecutive consisted of 8 members and all 
the other Committees were discontin- 
ued and they have remained discon- 
tinued since? A.—Yes. 

Q.—So since 1896 you have had the 
Board of Directors, you have had the 
Executive Committee and you have 
had no other committees of the Board» 
A.—No other Committee, no. 

Q.—Then matters continued in that 
condition until 1892 when you re- 
duced your Executive to 7 members? 
A.— Yes. 

Q.—And with the exception of one 
year, which was 1905 it has always 
had 7 members since? A.—7 mem- 
bers since. 

Q.—In 1905 it had 8? 
1905 eight, correct. 

Q.—Then the composition of the 
Executive Committee is also prescribed 
by the by-laws; the Executive Com- 
mittee is to consist of the President, 
the Vice-Presidents, the Managing 
Director and 4 other Directors to be 
appointed by the Board. That would 
be 8 of course. 4 members of the 
Committee are to form a quorum. 
“They shall, subject as aforesaid, ad- 
vise and direct the officers as to the 
course to be pursued by them, and 


A.—yYes, in 
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generally exercise control over the in- 
terests of the Company.’’ They are 
to superintend and direct all special 
expenditures not specifically author- 
ized by the Board, and the investment 
of the funds of the Company; and it 
shall be the duty of the officers to con- 
sult and advise with them on all im- 
portant matters connected with the 
financial affairs as well as the insur- 
ance agency and other business of the 
Company. The Executive Committee 
then had very ample powers? A.— 
Yes. 

Q.—It always has had? A.—Yes. 

Q.—Then I pass over the duty of the 
President. The Managing Director, 
under the direction of the Board, is 
charged with the supervision and con- 
trol of the general business of the 
Company. He has the custody of the 
books, papers, funds, securities and 
other property of the Company, sub- 
ject to the control and direction of the 
Board. He has to affix the seal and 
discharge all such duties as the nature 
of the office of Managing Director 
shall require or the Board may from 
time to time direct. Mr. McCabe 

filled the office of Managing Director 
from the time of the Company com- 
mencing to do business until his 
death? A.—Yes. 

Q.—Then if you look at the top of 
page 16, you will find this provision. 
It seems to be two by-laws run to- 
gether, 15 and 16. ‘‘The remuneration 
payable to the directors for attending 
Board and Committee meetings held 
during each year, as also the Presi- 
dent, two Vice-Presidents and to the 
Chairman of the Executive Committee 
shall be the sum of $8,500 per annum? 
A.—Yes. 

Q.—That is a fund which is divided 
in making the remuneration under 
this by-law? A.—yYes. 

Q.—How long has it been $8,500? 
Perhaps you would want to refer to 
something for that. If you do not 
know, we will not delay at this point? 
A.—At the annual General Meeting 
in Jan., 1904. 

Q.—Do you remember what it had 
been before that? That was a rise, 
of course? A.—Qh yes. 

Q.—We will probably get that a 
little more in detail when we come to 
another branch of the inquiry? A. 
—I think we have it all set out some- 
where. 

Q.—Then there is a provision with 
regard to solicitors; a provision with 


regard to banks, which requires mon-— 


ies to be deposited in the bank or 
banks selected by the Board whenever 
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the sum on hand shall amount to $100. 
an that always been followed? A. 
—Yes. 

Q.—And it forbids money being 
drawn from the bank except by cheque 
signed in a certain way, which is pre- 
scribed. Has that always been fol- 
lowed alsoPp A.—Yes. 

Q.—Then there is a provision as to 
meetings of Committees, and a provi- 
sion for provincial and local Boards. 
Have you had any provision for pro- 
vineial and local Boards? A.—We 
have had years ago, and I think there 
are perhaps one or two in existence. 

Q.—StillP » A.—Yes. 

Q.—Where would they be? A 
I think there is one in Nova Scotia. 

Q.—Do they control anything? A. 
—No. 

Q.—All your business, as I under- 


stand from the information you have 


been good enough to give us, is really 
controlled through the head office? A. 
—Yes. 

Q.—Has any provincial or local 
Board which may be the residuum of 
your old practice, any functions any 
longer ? A.—No, they really have 
not. 

Q.—I would like perhaps, if you 
will have someone make a note of that 
just as I ask it, to see whether there 


1s any further information that I 


ought to have with regard to the pro- 
vincial and local Boards? A.—There 
is not. 

Q.—You think there is no doubt 
about that, that if they have any func- 
tions they are suspended? A.—They 
really never had any. 

Q.—Perhaps they were only for ad- 
vertising purposes? A.—Well, they 
were exceedingly useful in the early 
years in that way. 

Q.—Then there are provisions gov- 
erning the transfer of shares which I 
won’t trouble about. Now I come 
to the provision with respect to prox- 
ies, and I want to ask you a question 
or two about that. By-law 26. ‘‘In 
case any subscriber to the Guarantee 
Fund shall desire to vote by proxy at 
any special, general or other meeting 
of the Company, the proxy shall be 
made to a subscriber to the Guaran- 
tee Fund only, and shall be deposited 
with the President or Managing Dir- 
ector at the head office of the Company 
at least four weeks before the day of 
such meeting.’”? Do you know where 
that provision came from? A.—How 
do you mean? 

Q.—As to the length of time before 
the meeting at which a proxy must be 
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deposited in order to enable the sub- 
scriber to vote by proxy at the meet- 
ing? Four weeks seems a long time 
—that is what I have in my mind? 
A.—I can tell you nothing more than 
here. I was not a member of the 
Board when this was originally passed. 


Q.—Then there is a provision for 


the directors, in cases which they deem - 


special, dispensing with the deposit of 
the proxy, which I pass over for the 
time being. Then there is a provi- 
sion that all officers holding positions 
of trust are to give security in such 
amount and such manner as shall be 
ordered by the Executive. Have all 
your officers given security in accord- 
ance with that? A.—yYes. 


Q.—All of them without exception? 
A.—Yes, through the Employers’ Lia- 
bility Corporation. ° 

Q.—That is there are policies of in- 
Abe issued by that Company? A. 
—Yes. 

Q.—Mr. Tilley points out to me that 
in 1892 the thanks of the policyhold- 
ers and guarantors were due to the 
members of the directors and members 
of the financial and local boards for 
their attention to the interests of the 
ees during the past year? A. 
—Yes. 

Q.—That would be, as you have told 
me, more in the nature of promoting 
your interests by getting the Company 
before the people? A.—yYes. 


Q.—Then there is a provision here 
with respect to loans. I pass over the 
other provisions. All investments suall 
be made in the name of the Company. 
Has that always been soP A.—Yes. 

Q.—No investments made in the 
names of trustees for the Company? 
A.—Not to my knowledge. 

Q.—You do not know of any? A. 
—I do not know of any. 

Q.—The Company itself has purport- 
ed to hold all its own investments? 
A.—Yes. 

Q.—Then power to accept transfers 
for the purposes of the loans is con- 
ferred. Then there is a provision, by- 
law 34, that no director or office hold- 
‘er of the Company shall either direct- 
ly or indirectly borrow any money from 
the Company. When was that by-law 
passed? A.—January 31st, 1896. 

Q.—Then that has been in force for 
something over 10 years? A.—Yes. 

Q.—Has that by-law always been 
obeyed since it was passed? A.—Ab- 
solutely. 

Q.—There has been no loan to any 
office holder or director of the Com- 
pany by the Company in ten years? 
A.—None whatever. 


Ada, 
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Q.—The by-law does not go further 
and prohibit purchasing from or sell- 
ing to a director or office holder. 
Have you had in 10 years instances of 
that? I will go into that more in de- 
tail hereafter? A.—I can answer now, 
none. 

Q.—You have never bought from a 
director or office holder and you have 
never sold? A.—Never. 


Q.—Then there is a provision for 
safe keeping of securities and so on. 
Then there is an interpretation clause 
making the Board of Directors the 
final and conclusive judge of the in- 
terpretation of these by-laws and their 
practical application. Have you ever 
known the Board to have to interpret 
these by-laws against the contention 
of any member? A.—No not within 
my recollection, 


Q.—Then there is a general provi- 
sion for repeal. Now those are the 
by-laws that you are at present work- 
ing under? A.—Yes. 

Q.—Among which are found the by- 
laws to which special reference has 
been made. Then your company ,com- 
menced with a paid up capital of $60,- 
000? A.—Yes. 

Q.—Perhaps it was only $50,000 at 
first, but it soon had $60,000? A.— 
Yes. 

Q.—So long ago that we may start 
with that? A.—Yes. 

Q.—It commenced with a paid up 
capital of $60,000 which has never been 
increased, and a _ subscribed capital, 
for so many years that we need not go 


behind them, of $300,000? A.—Yes. 


Q.—That is the subscribed capital 
upon which 20 per cent. has been paid. 
Then in the information which you 
have furnished us I do not find in the 
earlier years any pronounced move- 
ment in your capital stock, your guar- 
antee fund; upon the whole they seem 
to have been held by people or they 
seem to have been purchased largely 
by people who held them as an invest- 
ment. Then Mr. Macabe rather in- 
creased his holdings during his life- 
time? A.—Yes. 

Q.—Very considerably? A.—Yes. 

Q.—Do you remember how much he 
held at the time of his death? A.— 
$86,000, upon which $17,200 was paid. 

Q.—Do you remember what he held 
when the Company was first formed? 
A.—I do not remember that. 

Q.—I see that in 1891 he held $21,- 
500P A.—Yes. 

Q.—And that holding was increased 
BY eS time of his death to $86,000? 

.—Yes. 
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Q.—You have furnished us here with 
a statement showing the movements 
of your stocks and Mr. Macabe seems 
from time to time to have picked up 
stocks as they were on the market? 
A.—Yes. 

Q.—Until he finally increased his 
holding to the large holding we have 
spoken of? A.—Yes. 

Q.—His estate is much the largest 
stockholder? A.—Yes. 

Q.—But no single stockholder holds 
control of the Company? A.—No. 

Q.—Do you yourself hold stock, Mr. 
Goldman? A.—Yes. 

Q.—What is your holding of stock? 
A.—I have $12,000 at the end of the 
year. 

Q.—That is at the end of 1905 you 
had $12,000? A.—Yes. 

Q.—Do you know whether Mr. Ma- 
cabe’s stock is in the market at all? 
A.—No. I had $14,000 at the end of 
1905, upon which ‘$2,800 has been paid. 

Q.—Do you know whether the stock 
held by Mr. Macabe’s estate is in the 
market? A.—I understand not. 
_Q.—You have not heard of any op- 
tion upon that being given to any- 
body? A.—wNo. 

Q.—You are sure of that? A.— 
Well, I happen to be one of the trus- 
tees of the estate, so I can speak de- 
finitely. 

Q.—Then you do speak definitely ? 
A.—Yes. 

Q.—I was not quite sure that you 
were speaking with absolute definite- 
ness when you said No first A.— 
Yes, I will say further, we have no 
power to do that. | 

.—No power to convert the stock? 
A.—No, no power to give an option 
to anyone, because he provided under 
his will that when it was thought de- 
sirable to sell this stock, to part with 
it, that the then President of the 
Company was to have the first option. 

Q.—That is the position under his 
will? A.—yYes. 

Q.—That whoever happens to be 
President, when it is thought desir- 
able to sell in the interest of the es- 
tate, shall have the first option to 
purchase? A.—Yes. 

Q.—Is a figure named? A.—No, 

Q.—Perhaps, Mr. Goldman, — al- 
though I do not want to go into mat- 
ters that are private at all—you would 
let us see, if you can, not at all for 
publication, the provision in the will 
to which you refer? A.—Yes. 

MR. PATERSON: It is probated 
publicly, Mr. Shepley. 

MR. SHEPLEY: No doubt it is, 
and it may not have any significance 
in this inquiry at all? A.—TI will 
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bring down a copy of the will after 
lunch for you. 

Q.—Then before I pass to the next 
head, I think you told me that in re- 
spect of this Guarantee Fund—this 
capital stock I had better call it— 
nothing except the dividend you have 
spoken of, which in recent years has 
been 10 per cent. upon the $60,000, 
has ever been paid? A.—No, that 
is the total amount. 

Q.—There has been no bonuses or 
anything of that sort, to the holders 
of the Fund? A.—None whatever. 

Q.—Now I must ask you next to 
tell me who were on your Board of 
Directors during the years that the 
inquiry reaches over. Can you do 
that from the material before you 
year by year? A.—Yes. Shall T 
read them out or would you rather 
have a copy prepared? 

Q.—What have you there, 1891? A. 
-——Yes. 

Q.—Who were the members of the 
Board that year? The Reporter will 
take them down? A.—The Hon. 
Alex. Mackenzie, John UL. Blaikie, 
Hon. G. W. Allan, D. A. Macdonald, 
Hugh Maclennan, Dr. L. W. Smith, 
J. K. Kerr, John Morrison, E. A. 
Meredith, A. H. Campbell, D. Mac- 
Rae, E. Gurney, Hon. Edward Blake, 
John N. Lake, Edward Galley, Hon. 
O. Mowat, B. B. Hughes, James Thor- 
burn, M.D., James Scott, William 
Gordon, H. H. Cook, M.P., Robert 
Jaffray, Hon. Frank Smith, William 
McCabe. 

Q.—Before going to 1902 I will have 
the reporter take down who were on 
the Executive Committee that year; 
that would be the President, the Hon. 
Mackenzie; the Vice-President, Mr. 
Blaikie, and the Hon. Mr. Allan? A. 
—Yes. 

Q.—The Chairmen of the Standing 
Committees, would that be Mr. Camp- 
bell, Mr. Lake and Dr. Meredith? A. 
—Yes, and Messrs. Morrison and 
Kerr. 

Q.—Now the Board for 1892, if there 
was any change in the Board? A.— 
T will read it and the reporter may 
check it off to save time. (Reads 
same list) and Charles Mackenzie. 

Q.—Charles Mackenzie seems to be 
the new nameP A.—Yes. 

Q.—Then your Executive Commit- 
tee for that year was the same as the 
year before was it, with the addition 
of Dr. Thorburn? A.—Yes. 

Q.—Then 1893 please? A.—John 
L. Blaikie, Hon. G. W. Allan, J. K. 
Kerr, Hon. G. A. Macdonald, Hugh 
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Maclennan, Dr. Hugh W. Smith, John 
Morrison, T. A. Meredith, A. H. 
Campbell, D. MacRae, E. Gurney, 
Hon. Edward Blake, M.P., John N. 
Lake, Hon. Frank Smith, Edward 
Galley, Hon. O. Mowat, B. B. Hughes, 
James Thorburn, James Scott, Wm. 
Gordon, H. H. Cook, Charles Mac- 
kenzie and Wm. Macabe. 

Q.—The Hon. Alex. Mackenzie’s 
name drops out? A.—He had died. 

Q.—Who was President that year? 
A.—John L. Blaikie. 

Q.—And the Vice-Presidents were 
who? A.—The Hon. G. W. Allan and 
J. K. Kerr. 

Q.—And the Executive Committee 
for that year? A.—The President, 
Vice-Presidents, Chairmen of _ the 
Standing Committees, and Messrs. 
Morrison and Dr. Thorburn. 

Q.—The Chairmen of the Standing 
Committees would be apparently Mr. 
Scott, Mr. Lake and Dr. Meredith? 
A.—Yes. 

Q.—And then Messrs. Morrison and 
Thorburn also were members? A.— 
Yes. 

Q.—Then 1894? I think there was 
not any change either in 1894 or 1895, 
but you might just look and see? A. 
—There is no change. 

Q@.—No change in 1894 or 1895 I 
thinkP A.—No, they appear to be 
the same. 

Q.—The Committees are somewhat 
changed. Mr. Galley goes on the 
Auditing Committee? A.—Yes. 

Q.—And that seems to be the only 
change in the Executive? A.—Yes. 

Q.—The President and the _ Vice- 
President were the same? A.—Yes. 

Q.—Then after that the other Com- 
mittees were dropped beside the Exe- 
cutive? A.—Yes. 

Q.—Then what was your Board for 
1896 P A.—Hon. G. W. Allan, John 
L. Blaikie, Hon. Edward Blake, H. 
Gurney, J. K. Kerr, John N. Lake, 
Wm. Macabe, Hon. D. A. Macdonald, 
Charles Mackenzie, B. E. MacRae, Sir 
Oliver Mowat, James Scott, Sir Frank 
Smith, L. W. Smith, James Thorburn. 

Q.—The President Mr. Allan? A. 
—No, Mr. Blaikie. 

Q.—The Vice-Presidents Mr. Allan 
and Mr. Kerr? A.—yYes. 

Q.—And the Executive Committee 
the President, the Vice-Presidents, 
Mr. Macabe, Dr. Thorburn, Mr. 
Scott, Dr. Smith and Edward Gur- 
ney? A.—Yes. 

Q.—No other Committees? A.— 
No. 

' Q.—Then 1897, was there any 
change in the Board? Das Mr. 
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Scott’s name disappear that year? A. 
—There are one or two changes. I 
think Mr. Scott died in the meantime. 
Three are out, namely Sir Oliver Mow- 
at, Mr. James Scott and the Hon. D. 
M. Macdonald. The new ones are 
Hon. J. R. Gowan, E. A. Meredith 
and James Kerr Osborne. 


Q.—The President and Vice-Presi- 
dent are the same? A.—Yes. 

Q.—And the change in the Execu- 
tive Committee was the substitution 
of Sir Frank Smith for James Scott? 
A.—Yes, there were two out, Hon. 
Edward Blake and Charles Macken- 
zie. 
Q.—Were two more put onP <A.— 
No. 

Q.—The number was _ decreased 
then? A.—The number was reduced. 

Q.—Sir Frank Smith became Vice- 
President in that year instead of Mr. 
Kerr? A.—Yes, 

Q.—The Executive Committee con- 
sisted of the President Mr. Allan? A. 
—No. that year after the Annual 
Meeting, the Hon. G. W. Allan and 
Mr. Kerr were re-elected Vice-Presi- 
dents, but Mr. Kerr declined the elec- 
tion and Mr. Frank Smith was elected. 


Q.—Then the President, Mr. Blaikie, 
the Vice-Presidents Mr. Allan and 
Mr. Frank Smith, Mr. Kerr, Mr. Ma- 
cabe, Dr. Thorburn, Mr. Gurney and 
Dr. Smith were the Executive Com- 
mittee? A.—yYes. 

Q.—Then in the next year 1899? A. 
—It.was the same with the exception 
of EK. A. Meredith. 

Q.—He died, did he? A.—Yes. 

Q.—And no person elected to take 
his place? $A.—No. 

Q.—Then the President and the 
Vice-Presidents were the same as the 
year before? A.—Yes. 


Q.—And the Executive Committee 
was the same except that Mr. Osborne 
took Mr. J. K. Kerr’s place on the 
Executive Committee? A.—Yes. 

Q.—Was Mr. Kerr still a member of 
the Board? A.—wNo. 

Q.—Then there were two changes? 
A.—In 1899 J. K. Kerr and Meredith 


"are out. 


Q.—Mr. Kerr was not on the Board, 
Mr. Meredith dropped out, the Presi- 
dent and Vice-President were the same 
as in 1898 and the change in the Exe- 
cutive Committee was that Mr. Os- 
borne took Mr. Kerr’s place? A.— 
Exactly. 

Q.—Then the change in 1900 was 
that Sir William Meredith came upon 
the Board? A.—Yes. 
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Q.—And there was no change in the 
Executive Committee in 1900 at all? 
A.—No. 

Q.—Then in 1901? A.—John N. 
Lake and Sir Frank Smith are out. 

Q.—The President was still Mr. 
Blaikie, the Vice-Presidents were Mr. 
Allan and Sir Wm. Meredith? A.— 
Yes. 

Q.—Who took the place of Sir Frank 
Smith P* A.—Yes. 

Q.—And the Executive Committee 
was the same with the substitution of 
Sir Wm. Meredith for Sir Frank 
Smith? A.—yYes. 

Q.—Mr. Paterson points out to me 
a list that he has in which he makes 
Sir Wm. Meredith come on in 1899 
instead of 1900. He may have been 
elected at a by-election on Sir Frank 
Smith’s death. We will pass that for 
the present. Then in 1902? A.—AI- 
lan dropped out then. 

Q.—You did not elect anybody in 
the Hon. Mr. Allan’s place? A.—No. 


Q.—Then the Board in 1902 was the 
same as in 1901 except that the Hon. 
Mr. Allan dropped out by death? A. 
—Yes, 

Q.—Then your President that year 
was Mr. Blaikie again? A.—Yes. 

Q.—Your Vice-Presidents were who? 
A.—Dr. Thorburn and Sir Wm. Mere- 
dith. 

Q.—Then your Executive Committee 
would be the same as before with Mr. 
Allan out? A.—yYes. 

Q.—Then in 1903 no change in the 
Board and no change in the Execu- 
tive Committee or in the President 
and Vice-Presidents. That seems to 


be right? A.—Yes. 
A.—Goldman in 


Q.—Then 1904? 
place of Macabe. 

Q.—That year Mr. Macabe died and 
you took his place? A.—Yes. 

Q.—Then the Presidents and Vice- 
Presidents remained the same but the 
Managing Director was yourself in- 
stead of Mr. Macabe on the Execu- 
tive? .A.—Yes. 

Q.—Then in 1905? A.—No change. 

Q.—Did not Dr. Thorburn die that 
year? A.—He died during the year. 

Q.—Then Dr. Thorburn died in 
June of that year and Mr. Gurney 
took the Vice-Presidency in his place? 
ce Cs, 

Q.—And the Executive Committee 
was the same as the year before with 
that exception and with the exception 
that Mr. MacRae was added? A.— 
Yes. 

Q.—Who is Mr. D. MacRae? A.— 
He lives at Guelph. 

Q.—Then in 1906, the present year? 
A.—Smith is out. 
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Q.—Dr. Larrat Smith died and who 
was elected in his place? A.—There 
are four new directors that year. 

Q.—Who are the four? A.—W. K. 
George, M. J. Haney, John N. Lake 
and Dr. J. D. Thorburn. 

Q.—Dr: J: D. Thorburn, I’ think, 
took his father’s place as Medical Di- 
rector? A.—Yes. 

Q.—Then the President and Vice- 
Presidents were the same as before? 
A.—Yes. 

Q.—And the Executive Committee 
has had added to it Mr. Haney? A. 
—Yes. 

Q.—Then the only change since that 
I think is the resignation of Sir Wm. 
Meredith? A.—Yes. 

Q.—That took place in April last? 
A.—Yes, 

Q.—Who was put on the Executive 
in his place? A.—Mr. Lake. 

Q.—Now that is the composition of 
the Board and the Executive Commit- 
tee during the years we are enquiring 
about? A.—Yes. 

Q.—Now you were Secretary during 
Mr. Macabe’s lifetime? A.—Yes. 

Q.—As Secretary had you anything 
to do with the business policy of the 
Company? A.—No. 

Q.—Who was in control of that vir- 
tually? A.—Mr. McCabe. 

Q.—I believe Mr. McCabe was the 
founder of the Company in a sense; 
he took the initiative in bringing the 
Company into existence. Do you know 
how that was? A.—He was the first 
Managing Director or General Man- 
ager. 

Q.—You say that he virtually con- 
trolled the business policy of the Com- 
pany during the time he was Manag- 
ing Director? A.—Yes. 

Q.—Always acting, I suppose, under 
the control of his Board? A.—Yes. 

Q.—Then you stepped into his shoes 
after his death, and did you then be- 
come as he was, in control of the busi- 
ness policy of the Company? A.— 
Not to the same extent that he had 
been. 

Q.—Why not? Because you had not 
worked into it yet? A.—wNo. k 

Q.—Were you more subject to con- 
trol than he was by the Board? A. 
—I think that is the way to put it. 

Q.—Perhaps you were not so ready 
or are not so ready to take the ini- 
tiative as he was? A.—Perhaps not. 

@.—You do, from time to time, con- 
sult your Board and your Executive 
Committee, as you are required to do 
by the by-laws? A.—Yes. 

Q.—Have you taken much respon- 
sibility upon yourself that you had an 
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opportunity of sharing with your Exe- 
cutive Committee and with your 
Board, or have you kept yourself 
strictly within the limits of the by-law 
defining your powers? A.—I think I 
have kept within the by-law. 

Q.—We will look at that again. 
The provision in the by-law is that 
the Managing Director under the di- 
rection of the Board shall be charged 
with the supervision and control of 
the general business of the Company. 
He is also to discharge all such duties 
as the nature of his office shall require 
or the Board may from time to time 
direct. That you think you have kept 
within since you have been ‘elected 
Managing Director? A.—I think so. 


Q.—Now I will come next to another 
subject and that we can take up quick- 
ly I think. You have furnished us 
with a statement from 1891 down 
showing the remuneration to officers 
and directors together with their tra- 
velling expenses? A.—Yes. 

Q.—In 1891 the President, the Hon. 
Alex. Mackenzie, was receiving a 
salary of $1,500 and director’s fees at 
$52? > A.—Yes. 

Q.—Mr. Blaikie, the Vice-President, 
had a salary in that capacity of $200 
and as Chairman of the Executive 
another $800? A.—Yes. ' 

Q.—He also got $52 of director’s 
fees? A.—That is correct. 

Q.—Then the Vice-President—Allan 
—got a salary of ‘$100? A.—Yes. 

Q.—And his director’s fees were 
somewhat smaller? A.—Yes. 


Q.—We need not take up these small 
details. The Chairman of the Fin- 
ance Committee got $100 and some 
fees. Mr. McCabe, the Managing 
Director had a salary of $7,600 and 
he had some smal] travelling expenses 
besides; you had a salary of $2,250 
and some small travelling expenses; 
Dr. Thorburn had a salary of $750, 
some small travelling expenses and 
some small director’s fees; and the 
other directors ranged in fees only, 
without salaries, from $60 down to 
$4. That seems to be right accord- 
ing to the Statement that has been 
furnishedP A.—Yes. 

Q.—Then in 1892 there seems to have 
been some alteration in the Presi- 
dent’s salary. Mr. Blaikie only got 
$1,000 as against the $1,500 which had 
been paid his predecessor. The two 
Wiles Beenie eats only $200 eachP A. 
—Yes. 

Q.—The Chairman of Finance $100. 
Then Mr. McCabe seems to have gone 
up from $7,600 to $8,109.15 besides 
travelling expenses. Do you know 
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how that odd sum is reached? A.— 
Yes, I believe his remuneration de- 
pended upon an increase in the re- 
sources of the Company. 

Q.—Was there a contract with him? 
A.—I believe there was. 

Q.—Do you know where it is? A. 
—I do not. 

Q.—Who does know? We have 
been anxious to get that and so far 
have not succeeded in getting itP A. 
—Well, we must try and find it for 
you. 

Q.—That will explain the fact which 
applies to a good many of these years, 
that Mr. McCabe’s salary is expressed 
in odd figures? A.—yYes. 

Q.—Then I see your salary was 
slightly increased that year from $2,- 
250 to $2,500? A.—Yes. 


Q.—Dr. Thorburn’s remains the 
same and the directors get small sums 
for directors’ fees. Then the Vice- 
Presidents get $100 more? A.—In 
1893. 

Q.—Getting $200 instead of $100 as 
in the preceding year. The Presi- 
dent was the same, the Chairman of 
the Finance Committee another $100 
and Mr. McCabe’s. salary rises to $8,- 
729.11, your salary remains the same, 
Dr. Thorburn’s is raised to $1,000. 
Those are the only salaries that the 
directors received? A.—Yes. 

Q.—And the fees are as before sub- 
stantially. Then the only change in 
1894 seems to be that Mr. McCabe 
goes up to $9,474.95 besides his tra- 
velling expenses. The others remain- 
ing the same? A.—Yes. 

Q.—Then in 1895 the Chairmen of 
the Finance Committee and Audit and 
Agency Committees receive $100 each; 
there is no $200 salary paid to Chair- 
men, the Vice-Presidents and Presi- 
dent, remain the same, the Secretary 
the same, the Medical Director the 
same, and the Managing Director gets 
up to $9,979.02 with travelling ex- 
penses and director’s fees. Then in 
1896 the President’s salary is doubled, 
raised from $1,000 to $2,000. How 
did that come about? A.—I suppose 
it would be by by-law. 

Q.—What I was more concerned with 
was ithe justification for it. You 
would probably know enough about 
the Company at that time, Mr. Gold- 
man, to speak. If not, I will not 
waste time over it? A.—Well, I did 
not attend the Board meetings in those 
days. It would be in the usual 
course, an increase in business. 
Sean increase in duties? A.— 

es. 
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Q.—Not as between 1895 and 1896, 
the duties would not double in that 
time? A.—No, but the remunera- 
tion might be too small before that. 

Q.—Then I see that Mr. Allan gets 
not only the $200 of Vice-President 
but also $3800 as Chairman of the Exe- 
cutive. That gives him $500 alto- 
gether and the other Chairmanship is 
abolished. Mr. Kerr gets the same, 
and your salary was raised to $3,000 
that year; Dr. Thorburn’s remains the 
same and Mr. McCabe’s is $10,916.68 
besides director’s fees and travelling 
expenses. The following year the only 
change is that Dr. Thorburn is raised 
to $1,200 and Mr. McCabe that year 
gets $11,354.11 besides director’s fees 
and travelling expenses. Then in 
1898 your salary is raised to $3,250, 
Dr. Thorburn’s to $1,450 and Mr. Me- 
Cabe’s now appears at $11,489.13 in 
addition to director’s fees and travel- 
ling expenses. In 1899 the only 


change seems to be in respect of Mr. ° 


McCabe whose salary for that year ap- 
pears to be $12,958.32 besides direc- 
tor’s fees and a very considerable sum 
for travelling expenses $863.17. Do 
you know about that, how in 1899 the 
travelling expenses were so much, both 
for him and for yourself by compari- 
son P A.—Well, I think we were 
travelling more, looking towards the 
United States that year. 


Q.—Then the only change in 1900 
is in Mr. McCabe’s salary, which that 
year appears at $14,595.13, besides 
director’s fees and travelling expenses. 
Then in 1901 Mr. Allan’s $500 is re- 
duced to $250 and your salary is raised 
$750 so that it is now $4,000. You 
see that? A.—Yes. 

Q.—Dr. Thorburn’s is raised from 
$1,450 to $2,000 and Mr. McCabe’s 
seems to take a more rounded shape, 
it is $14,625 exactly, besides fees and 
travelling expenses. Do you know 
whether that was fixed by by-law as 
the salary, independently of the reso- 
lution? A.—No, I understand it was 
increased according to the agreement. 


Q.—What I have in my mind is that 
odd sums were produced by applying 
the agreement of the previous year? 
A.—Yes. 

Q.—And this seems to be a round 
instead of an odd sum? A.—Yes. 

Q.—It may of course be just a co- 
incidence? A.—Oh, yes I think so. 

Q.—Then in 1902—I think that can 
hardly be a coincidence ; Mr. Blaikie’s 
salary remains the same; Dr. Thor- 
burn has then become Vice- President 
and Chairman of the Executive, in 
those two capacities he gets $500 in 
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addition to his $2,000 as Medical Di- 
rector. Your salary remains the same, 
Sir Wm. Meredith’s is the same but 
Mr. McCabe’s goes to $15,000. That 
does not look as if that was a coinci- 
dence? A.—That was the maximum. 

Q.—You say that under the terms 
of the agreement he had then reached 
the maximum?P .—Yes 

Q.—And his salary was ‘fixed at $15,- 
000? A.—Yes. 

Q.—Then 1905 produces some irreg- 
ular looking figures which I have no 
doubt you will explain to me without 
difficulty. Mr. Blaikie’s salary has 
become $3,333. Dr. Thorburn $2,666.- 
64. The Vice-President and Chairman 
of the Executive, Sir Wm. Meredith 
has increased to $400, Mr. McCabe’s 
salary for four months is put down at 
$5,000 and yours, as Secretary and 
Managing Director, extending over. 
the year $7,666.60. Then there ap- 
pears a new Secretary, Mr. Taylor, 
with eight months’ salary at $1,600 
and the Superintendent of Agencies 
appears in this list at $2,400? A.— 
That was for eight months I think. 

Q.—Was that for eight months also? 
A.—I am not sure about that. 


Q.—What was the cause of the ir- 
regular figures in the salaries of the 
President, Dr. Thorburn and your- 
self? A.—Mine of course, would be 
a broken period, $4,000 for a certain 
number of months, and $8,000 for the 
other months. 

Q.—Now then I want this to go up- 
on the record and I will read it with 
the permission of the Board? This is 
dated the 13th May, 1903. ‘‘A special 
committee consisting of J. L. Blaikie, 
President, Dr. Thorburn and Sir Wil- 
liam Meredith, Vice-Presidents, and 
Messrs. Gurney and Osborne, to con- 
sider the remuneration to be paid to 
the whole staff of the Company, met 
to-day, and after giving the matter 
most careful consideration beg to make 
the following recommendations to the 
Board: That instead of paying the 
directors for attending the Board and 
Committee Meetings by way of fees, 
the directors be paid the sum of $2,000 
per annum, to be divided among them 
as they may agree and decide upon 
among themselves. That in view of 
the time, care and attention bestowed 
upon the business of the Company by 
the President and Vice-Presidents, the 
remuneration the President is being 
paid is not considered adequate for 
such services. That the salary of the 
President should be $4,000 and that 
the Vice-Presidents should each re- 
ceive $500 per annum, but that no 
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change should be made in the salary 
of the Chairman of the Executive 
which is now $300 per annum, 


That in view of the increased work 
of the Medical Department the salary 
of the Medical Director should be 
$3,000. 

That the salary of Mr. Goldman, 
Managing Director, should commence 
at $8,000, increasing annually by 
$1,000 until it reaches $12,000, when 
the matter will be open for further 
consideration. 


That the salary of Mr. Taylor, Sec- 
retary, be $2,400, and that of Mr. J. 
N. Lake $750 per annum. Then come 
the salaries of members of the staff. 
The Committee further recommend 
that in view of the extra services ren- 
dered by Mr. Goldman during the last 
few months, when he was Secretary of 
the Company, he be paid a bonus of 
$1,000.”’ 

That recommendation was received 
and adopted. That is the history of 
that matter. Then applying those re- 


solutions to the broken periods be- 


tween the beginning of the year and 
Mr. McCabe’s death upon the one 
hand, and his death and the end of 
the year on the other hand will give 
these results? A.—Exactly. 

Q.—You will perhaps also be good 
enough to let me have a copy of the 
agreement with yourself, or is there 
one? A.—This is all I have: 


Q.—Mr. Tilley calls my attention to 
this, with reference to the agreement 
with Mr. McCabe, on the 3lst Jan., 
1896, on a Report which was adopted, 
this is stated, ‘‘The report was sub- 
mitted by the said Special Committee. 
Duplicate original in original Minute 
Book.’’? So that that ought to be eas- 
ily found. And the Committee recom- 
mended that the existing engagement 
should be continued? A.—Yes. 

Q.—You will find that for me at all 
events. Then in 1904 I see your salary 
was $8,666.64? A.—Because it ran 
from the Ist May. 


Q.—That was the additional $1,000 
a year? A.—Yes, and the broken 
period. 

Q.—Then Mr. Taylor’s salary is in- 
creased according to the resolution, 
and then Mr. McConkey, who was su- 
perintendent of agencies, gets $3,866.- 
64 in addition to $1,295.55 for travel- 
ling expenses. Then Mr. McConkey’s 
salary has gone up to $4,000 in 1905. 
Mr. Taylor’s has gone up to $2,700 in 
accordance with the resolution. Yours 
to $9,583.31 in accordance with the re- 
solution. And all these salaries are in 
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accordance with the terms of the re- 
solution? A.—Exactly. 
(Adjourned to 2 p.m.) 


—Resumed at 2 P. M. May 2)st, 
1906. 


—Examination of Mr. Goldman con- 
tinued: 


MR. SHEPLEY: Q.—You give me 
now what seems to be the report of 
a Special Committee of the Board 
meeting on the 3lst January, 1896. 
This report is signed by Mr. Blaikie, 
Mr. Allan, and Mr. Kerr, that is upon 
the subject of Mr. McCabe’s salary— 
you have found this since the adjourn- 
ment? A.—I found it among his 
plivate papers. 

—Report of Special Committee re- 
ferred to read, copy to be marked as 
Exhibit 130. 

Q.—This in quotation marks is a 
statement of what the arrangement 
was with Mr. McCabe as General Man- 
ager in 1879 up to nowP <A.—It is 
the first time I have ever seen that. 

Q.—You do not know anything ex- 
cept what you see here with regard 
to that arrangement? A.—It is the 
first time I have seen it. 

Q.—Do you know of any _ record 
which will throw any light upon this? 
A.—I do not. 

, Q.—Have you any doubt of its auth- 
enticity? A.—None whatever. 

Q.—This itself is dated 18962 A.— 
1879 would be two years before we 
commenced business. 

Q.—Mr. McCabe’s salary apparent- 
ly was originally $2,500 per annum, 


and it was not to be altered until the 


surplus amounted to $25,000 over and 
above the guaranteed fund which was 
$300,000? A.—yYes. 

_ Q.—And then it was to be re-ad- 
justed and made $5,000 per annum to 
run from the beginning? Ait 
would be $25,000 over $60,000 paid 
up. 

Q.—Then it was to be $5,000 per 
annum, and that arrangement was to 
date back from the beginning accord- 
ing to this, ‘‘To be increased when the 
assets amount to $200,000 exclusive of 
the guaranteed fund at the rate of 
one-quarter of one per cent. of such 
assets, and at the same rate upon the 
assets for the time being of each sub- 
sequent increase of assets of $100,000; 
provided,’? etc. See if you under- 
stand that in the same way I do: there 
was no alteration in the $2,500 per 
annum until there was a surplus of 
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$25,000 as provided there; then it was 
to be made $5,000? A.—Yes. 

Q.—And then there was to be no 
further alteration until it had reached 
$200,000? #A.—Until the assets had 
reached $200,000. 

Q.—Over and above the $60,000? A. 
—Yes. 

Q.—Then it was to be increased at 
the rate of one-quarter of one per 
cent. of such assets? A.—That would 
be my understanding of this docu- 
ment. 

Q.—And when another $100,000 is 
added then the salary would be in- 
creased one-quarter of one per cent? 
A.—Whenever $100,000 was added to 
the assets, yes. 

Q.—Then there would be another 
one-quarter of one per cent. of those 
assets added to the salary? A.—Yes. 

Q.—And then when that amounted 
to $10,000 it was to be a matter of 
further consideration? A.—Yes. 

Q.—Then the _ report proceeds: 
‘“‘Having regard to the success of the 
said company,” etc. (Reads) I want 
to look at that to see whether we have 
construed that as it was construed by 
the parties during the period. Take 
1892 for instance, the salary was $8,- 
109.15; in 1893 it was $8,729.11; in 
1894 it was $9,474.95; in 1895 §$9,- 
979.02; and in 1896 $10,916.68? A.— 
That is correct. 

Q.—That would seem to indicate 
that it was not a quarter of one per 
cent. on round additions of 100,000, 
but a quarter of one per cent. upon 
the actual additions; do you see what 
I mean? A.—Yes, apparently so. 

Q.—Can we by an examination of 
your yearly surplus figure that out, 
and I will have that done if you think 
we can? A.—No, it would not be the 
yearly surplus. it is the yearly increase 
ot assets. 

Q.—That is shown in your reports 
from year to year? A.—Yes, that will 
be shown in the Government reports. 

Q.—<And that could be figured upon? 
A.—Yes 

Q.—That would seem to be the way 
it wasP _A.—Yes. 

Q.—‘‘The Committee is of opinion 
that Mr. McCabe is entitled to further 
increase’? (Reads balance of exhibit 
130). The operative part of that re- 
port dealing with the condition of 
things from 1896 down would seem to 
indicate that what you were saying a 
moment ago was correct, that it was 
a quarter of one per cent. upon the 
actual increase in assets? A.—Yes. 

Q.—Not awaiting the arrival of 
$100,000? A.—No. 


~] 
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Q.—Were there any other matters 
that were noted down for you to get 
during the recess? A.—Just those 
two. 

MR. SHEPLEY: I should say to the 
Board that Mr. Goldman has shown 
me a copy of Mr. McCabe’s will, and 
so far as that point is concerned no 
light is thrown upon anything that is 
the subject of this enquiry at all. 

Q.—Now, as to another subject; we 
have seen by the by-laws, by your acts 
or incorporation and _ by-laws, the 
rights which participating policyhold- 
ers have in respect of voting? A.— 
Yes. 

Q.—To what extent has that right 
on the part of policyholders been exer- 
cised in your own experience? A.— 
Very moderately. 

Q.—Do the minutes of your meeting 
show what policyholders entitled to 
vote have been present at the annual 
and other general meetings? A.—It 
shows the names of the persons present, 
but I could not tell which of them 
were policyholders. 


Q.—That could I suppose be found 
by consulting the guarantee fund hold- 
ers at the date of any particular meet- 
ing, that could be found of course? 
A.—Yes. 

Q.—Do you take any means when 
you have a general meeting and there 
are people there to ascertain whether 
they have rights to vote apart from 
being the holders of this guarantee 
stock? A.—Yes. 

O-— What do. youncor -AL—-1o -ig 
announced that the poll is open and 
they have the right to vote. 

Q.—What I want to find out is what 
steps you take to ascertain that the 
people there are policyholders who 
have the right to vote? A.—We 
wouid verify that by reference to our 
records. 

Q.—After the meeting was opened? 
A.—Yes. 

Q.—You would verify the position of 
those who were present as policyhold- 
ener A.— Yes, 

Q.—Did you ever have such a thing 
as a policyholder being present who 
has no right to vote because he is not 
participating, or because he has not 
€5.000 of insurance? A.—Each $1,- 
000 is entitled to vote. The old Act 
was $5,000. 

Q.—Each $1,000 entitled to parti- 
cipate has a right to vote? A.—Yes. 

Q.—Do you verify by reference to 
your records to see whether a person 
there has a right to vote under that 
clause in the by-law? A.—Yes. 
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Q.—That is always ascertained? A. 
—Yes. 

Q.—They have taken a very moder- 
ate part, you say; have there been 
occasions upon which policyholders 
have actually voted? A.—I do not 
remember any. 

Q.—You do not remember any case 
in which policyholders have voted as 
policyholders? A.—No. 

Q.—Has there ever been an instance 
in which a person not a holder of stock 
in the guaranteed capital has been 
elected to the Board? A.—Yes. 

Q.—What members of the Board 
have been policyholders simply without 
being holders of guaranteed stock? A. 
—One of our most valued directors we 
have just lost, he has just resigned, 
Sir William Meredith, was simply a 
policyholder. 

Q.—He had not any share in the 
guarantee stock? A.—None at all. 

Q.—Was there any other instance? 
A.—W. J. K. George is a policyholder 
only; M. J. Haney. 

().—Elected last year? A.—Dr. J. 
B. Thorburn. 

Q.—He was elected since his fath- 
er’s death? A.—yYes. 

Q.—Are those the only ones? A.— 
I think so. 

Q.—The elections of directors and 
other matters that have been disposed 
of at the general meetings have been 
disposed of, speaking substantially, al- 
ways upon the unassisted vote of the 
holders of stock? A.—I do not quite 
follow you. 

Q.—You have told me you do not 
know any instance in which there has 
been any part taken in any election 
by people who are policyholders sim- 
ply? A.—That is correct. 

Q.—Then it follows, does it not, that 
the elections must have been deter- 
mined always by the voice of those who 
are holders of stock? A.—Yes. 

Q.—Do your policyholders ever give 

proxies? A.—No, 
_ Q.—You do not know any instance 
in which a policyholder has voted by 
proxy? A.—They have no power to 
give proxies at all, they have to vote 
in person. 

(.—You were not responsible I sup- 
pose for that by-law yourself, that was 
ane t A.—I had nothing to do with 
it, 

MR. PATERSON: Is that a by-law 
or statute? 

MR. SHEPLEY: There is no prohi- 
bition whatever against proxies in the 
statute; that is a matter of internal 
regulation. 

Q.—What you tell us is that so far 
as your company is concerned it has 
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never facilitated the voting by pol- 
icyholders by means of permitting 
proxies? A.—No. I think you read 
that out this morning; it is on page 
10, the amendment to the Act of 1882; 
it is covered by the Act. 

Q.—Yes; this is a repeal of the 11th 
section of the Act, and the following 
inserted in lieu thereof: ‘‘At all meet- 
ings of the company each subscriber 
to the guarantee fund shall be entitled, 
either in person or by proxy, to five 
votes for every one hundred dollars 
subscription, all calls being paid, and 
every holder of a participating policy 
in the company, upon which all pre- 
miums due have been paid, shall have 
one vote in person for each one thous- 
and dollars’ insurance held by him; no 
proxy may vote unless he is himself 
qualified to vote at such meeting.” 
It is upon the language of that you 
say what you have said? A.—Yes. 

Q.—‘‘Every holder of a participat- 
ing policy . . . . . upon which 
all premiums due have been paid, shall 
have one vote in person?’ A.—We 
specially noted that this morning. 

Q.—At all events policyholders so 
far as your company is concerned have 
never had any of the advantages flow- 
ing from the right to vote by proxy? 
A.—No. 

Q.—Do you send notice to all the 
policyholders who appear to be entitled 
to vote at your annual meeting? A. 
—We do not. 

Q.—Do you send to the holders of 
the guaranteed capitalP A.—We do 
not. 

Q.—How do you announce the meet- 
ings of your company? A.—By adver- 
tisement. You will see it on page 5 
clause 9 of the Act. 

Q.—‘‘A general meeting of the com- 
pany shall be called once in each year 
RS Sas after not less than ten 
days’ notice in one or more newspapers 
published in the city of Toronto, at 
which meetings a statement of the 
affairs of the company shall be sub- 
mitted,’’ etc. Have you always con- 
tented yourselves with the ten days’ 
notice in the one newspaper, or have 
you published it in more than one? 
A.—It has varied. 

Q.—Sometimes one and sometimes 
more than one? A.—yYes, sometimes 
three. 

Q.—And there have been no notices 
mailed? A.—None. 

Q.—Are you able to tell me, say at 
the end of 1905, the possible share- 
holders’ vote compared in volume with 
the possible policyholders’ vote—such 
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a statement as that could be prepared 
of course? A.—I can tell you rough- 
ly; roughly the policyholders as a 
whole would have about two and a half 
times the votes of the shareholders 
greater. 

Q.—I think in your answers to the 
questions that have been asked, you 
have stated the guarantee fund holders 
themselves do not attend in person to 
any considerable number? A.—No. 

Q.—Do they very generally give 
proxies? A.—Yes. _ 

Q.—Do they all give proxies, would 
you say? A.—No, not all. 

Q.—What proportion of the whole 
sixty thousand? A.—I should think 
about 75 per cent. ; 

Q.—Who usually holds the proxies? 
A.—The President, Vice-President and 
Managing Director. 

Q.—Have you a form of proxy? A. 
—No, we have not a printed form. 

Q.—How are the proxies usually ob- 
tained from the shareholders? A.— 
By sending to them. 

Q.—Sending to them in advance of 
each meeting, or do you have a gen- 
eral proxy? A.—We have a general 
proxy. 

Q.—And you say about 75 per cent. 
of your stockholders have given to the 
President, one of the Vice-Presidents 
or the Manager this enduring proxy? 
A.—Yes. 

Q.—And that vote is always polled 
at the annual meeting? A.—Yes. 

Q.—Do you as a matter of fact usu- 
ally find at your annual meetings any- 
body present except those who are 
members of the Board? A.—Yes. 

Q.—The 25 per cent. that have not 
given proxies, what proportion of them 
would be on hand? A.—You mean 
of the shareholders ? 
in Os VYesr) #A.-—None: 

Q.—We will modify that question, 
that there are no persons at your an- 
nual meetings of shareholders, any 
shareholders in person other than the 
members of the Board? A.—I think 
not, I cannot speak quite definitely. 

Q.—Your counsel suggests that pos- 
sibly I have not made the question 
plain to you, you understand what I 
am getting at, I want to find out 
whether there is a personal attendance 
of shareholders at the meeting apart 
from the shareholders who happen to 
be members of the Board and inter- 
ested in the business. Mr. Barwick 
calls my attention to the annual gen- 
eral meeting 1902; Mr. Barwick sug- 
gests that the attendance shown at 
that annual meeting indicates that 
persons were present who were not 
members of the Board? A.—Yes. 
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Q.—There is not anything to indi- 
cate whether they are holders of stock 
or shareholders upon the face of it? 
A.—No. 

Q.—Are you able to say how that is, 
whether they would be either policy- 
holders or shareholders? A.—Yes, I 
know there are 17 there who are pol- 
icyholders and not shareholders. 

Q.—Are there any shareholders there 
who are not directors? A.—No. 

Q.—Then that answers for the pur- 
poses of that specific case the ques- 
tion; as I understand you to say be- 
fore my learned friend intervened, you 
would not expect to find shareholders 
present in person at any of these 
meetings beyond those who are them- 
selves members of the Board? A.— 
Not as a rule. 

Q.—That is near enough; if they 
did not take interest enough to give 
proxies they probably would not take 
interest enough to come. Do you 
know any case in which a proxy was 
permitted to be made use of which had 
not been filed four weeks before the 
meeting? A.—Yes. 

Q.—You had no more than one case? 
A.—I know of one case. 

Q.—What case was that? A.—At our 
last annual meeting Mr. Bengough, a 
Reporter, presented a proxy and we 
allowed him to be present. 

ure he a member of your— A. 
—No. 

Q.—From whom had he a pgoxy, 
from a shareholder? A.—Yes. 

Q.—That was contrary to your other 
rule that proxies must be held by 
members? A.—Yes. 

Q.—Was that considered a special 
caseP A.—Yes. 

Q.—That was the meeting at which 
there was some considerable discus- 
sion? © A.—Yes. 

Q.—I see you are one of the com- 
panies which in two annual payments 
of $500 each contributed $1,000 alto- 
gether to certain hospitals? A.— 
The National Sanitarium Association. 

Q.—It was the same instittion? A. 
—Yes 

Q.—1903 there is, ‘‘Free Hospital 
for Consumptives, Gravenhurst,’’ and 
1904, ‘‘The National Sanitarium As- 
sociation, Toronto.”’ $500 on each 
occasion, or a total of $1,000 was con- 


- tributed; and in 1900 you contributed 


$1,000 to the Ottawa and Hull Fire 
Relief Fund; are those the only sub- 
scriptions of any kind to charitable or 
other like purposes that your company 
has ever made to your knowledge? A. 
—Within my knowledge. 
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Q.—You do not know of any other? 
A.—No. 

Q.—I do not think there was any 
correspondence with the Department 
about the Ottawa and Hull Fire Relief 
Fund? A.—None whatever. 

Q.—But there was about the other? 
A.—We had it before us in 1905 and 
communicated with Mr. Fitzgerald on 
the matter. 

Q.—That is my recollection, that 
you had some correspondence with the 
Department on the subject; what was 
the result of that? A.—He stated 
it was outside of our power to make 
the grant. 

Q. —Did you do as one of the other 
companies did, did the directors who 
had authorized it make it good, or 
does it still remain a grant by your 
company P A.—It still remains a 
grant by our company. 

Q.—On what ground do you justify 
that class of payment, or do you Jjusti- 
fy itP | Ales: 

Q.—On what ground? 
to our policyholders. 

Q.—Expand that a little so that we 
will know just what you mean by it? 
A.—We have had two policyholders 
at Gravenhurst, both of whom have 
received great benefit from the treat- 
ment, and the institution can be main- 
tained only by grants, and the direc- 
tors therefore thought that it was a 
proper institution for a life insurance 
company to assist. 


Q.—I suppose policyholders you had 
who went there were policyholders who 
paid their way there, and paid their 
premiums too, I suppose? A.—Yes, 
they certainly paid their premiums 

Q.—You do not know perhaps 
whether they paid their way at the 
Sanitarium or not? A.—I have not 
enquired. 

Q.—You say they were benefited, 
went on paying their premiums. and 
so you thought speaking generally it 
was in the interest of the company 
that you should recognize these insti- 
tutaons by grants? A.—The direc- 
tors thought that. 

Q.—The questions that have been 
addressed to your company are J sup- 
pose exhaustively answered upon that 
subject by the answer that is made 
there; this $1,000 and these two five 
hundreds; there is nothing else of that 


A.—Benefit 


class? A.—Not that I am aware of: ~ 


there might be some small thing. 
Q.—You do not know anything paid 
out for purposes of promotion? A. 
—Absolutely nothing. 
Q.—Or for political purposes? A. 
—_No. 
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Q.—Has your company ever pro- 
moted the formation of subsidiary 
companies for the purpose of dealing 
in securities or anything of that sort: 3 
A —Never. 

Q.—Has your company ever taken 
stock in any trust company or any 
securities company ? A.—WNever. 

Q.—This I understand to be a copy 
of each of two different classes of agree- 
ment which you make with agents? 
A.—Yes. 

Q.—These I understand are copies 
ot agreements which are actually on 
toot? A.—Exactly. 

Q.—And are all the agents employed 


' by your company employed upon agree- 


ments which are in one or other of 
these formsP A.—Yes. 

Q.—Then what is annexed to it gives 
any variation in the commission? A. 
Yes; 

Q.—The first one which is dated is 
November, 1904, and with your Wood- 
stock Agent, is the employment of an 
agent for the County of Oxford? A. 
—Yes. 

Q.—Then your commissions differ 
very largely as between participating 
and non-participating policies? A.— 
Yes. 

Q.—Whole life, or twenty or more 
payments—you have no objection to 
this being put in of course? A.—Cer- 
tainly not. 

Q.—Then you require a surety bond 
in a guarantee company for a certain 
sum of money, and then you require 
a certain increment to the business? 
A.—Yes. 

Q.—In order to justify payment of 
these commissions? A.—Yes. 

Q.—That is one form which we will 
have put in. Then the other is in 
connection with the Provincial Agent ; 
that is the 23rd November, 1904, it was 
one. of your Provincial Managers? A. 
—Yes. 

Q.—Does your Provincial Manager 
employ his own staff? A.—Yes. 

Q.—And he pays them or remuner- 
ates them out of the commissions which 
you allow him? A.—Yes. 

Q.—You have no direct connection 
with them at all in the way of pay- 
mentP A. ; 

Q.—The Provincial Manager earns 
so much commission, and out of that 
he has to take care of his staff? A.— 
Yes. 

Q.—And meet all his expenses? A. 
—There are some allowances some- 
times. 

Q.—You allow him certain commis- 
sions on renewals during the continu- 
ance of the agreement, and then you 
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allow him certain commissions in re- 
spect of business already in force in 
the territory if the cash renewals go 
through his agency? A.—Yes. 

Q.—In consideration of which you 
say he has to pay for his rent, clerk 


hire, postage, exchange, etc. Have. 


you any other agents whom you direct- 
ly employ who are upon different plans 
than those indicated in these two 
agreements? A.—Only as set forth in 
this list. 

Q.—These are the only variations 
in the commissions? A.—Yes. 

Q.—There are no variations other- 
wise in the terms in the contract 
you make with your agents? A.— 
There are some men on salary. 

Q.—And that will be shown here? 
A.—Yes. 

Q.—But the operative parts of the 
contract, apart from the method of 
remuneration, are the same as in these 
that have been shown? A.—Yes. 

File containing copies of ,agree- 
ments with agents and with Provin- 
cial Manager marked as Exhibit 131. 

Q.—Then this is a statement of what 
you have paid out to agents during 
the year 1905 by way of commissions, 
salaries, travelling expenses and so 
on? A.—Yes. 

Q.—I see you have an officer here 
called a State Manager, is that the 
man who occupies the same position 
in United States that a Provincial 
Manager does here? A.—Yes. 

().—In the case of such a manager 
as a State Manager or Provincial 
Manager you have grouped under the 
Ladies of that manager his staff? A.— 
ves, 

. Q.—You are not concerned with 
what he pays them? A.—WNo. 

Q.—He pays them out of the sums 
that appear here as commissions and 
so on? A.—Yes. 

Q.—Manager, Eastern Ontario—I 
would like you just to run through 
this with me, for instance what State 
is this? A.—Washington. 

Q.—And thisP A.—Manitoba. 

Q.—And this? A.—Twelve or fifteen 
Counties. 

Q.—Is Toronto the boundary? A. 
—No, Kingston. That is Sherbrooke, 
the eastern townships. 

Q.—And this? A.—New Bruns- 
wick, and that Nova Scotia. 

Q.—And this? A.—London and 
west; Hamilton and district. TIllin- 
ois. New York State. Quebec and 
Counties. Dutton, Regina and dis- 
trict and territories. Michigan. Bal- 
timore. Prince Edward Island. Bri- 
tish Columbia. Montreal and district. 
Owen Sound and County. Ottawa 


North American Life. 
(Leopold Goldman, Ex’d.) 


and Counties. Peterboro and Coun- 
ties. Brantford, Montreal. 

Q.—And these are local agents? A. 
—Yes. 

Q.—What is this, sundry agents, 
re-insurance and brokers? A.—That 
would be where you have brokerage 
business coming directly to the Head 
Office. 

Q.—Of what nature? A.—That 
would be some local agents, and also 
where business is brought direct to the 
head office, not by a regular agent of 
the company. 

Q.—Do you pay commissions in your 
company if a man walks into your 
head office and wants to insure his 
life? A.—No. 

Q.—Nobody gets a commission for 
that sort of business? A.—Unfortun- 
ately they do not come. 

Q.—If business comes into the head 
office otherwise than by your regu- 
lar agents, regularly appointed, you 
allow commission? A.—Yes. 

Q.—To the person bringing the busi- 
ness inP A.—Yes. 

Q.—And that is what you have in 
view in this itemP A.—Yes. 

Q.—Sundry agents, re-insurance and 
brokers—that covers sundry agents, re- 
insurance—you pay commissions when 
you re-insure? A.—Yes. 

Q.—And you pay commissioners also 
when you are re-insured? <A.—Yes. 

Q.—And this ‘“‘brokers’”’ has that 
anything to do with investments? A. 
—No. 

Q.—That is all with regard to get- 
ting business? A.—Solely. 

Q.—Where is this? A.—Galt. 

Q.—And this? A.—Toronto. Ex- 
cuse me; Sundry agents, re-insuratice 
and brokers includes a lot of small re- 
gular agents. 

Q.—Agents whom you have appoint- 
ed? A.—Yes, 

Q.—And whose business is not sufii- 
ciently large to have been spread out 
here by itself? A.—Yes. 

Statement of amounts paid _ to 
agents, 1905, marked Exhibit 182. 

Q.—Are you aware of what has been 
described as the pernicious habit of 
rebating? A.—Yes. 

Q.—Does it take place in your com- 
pany? A.—I suppose there is hardly 
an agent but what rebates. 

Q.—That means it does take place 
and takes place very extensively in 
your company? A.=-I would not say 
that. 

Q.—There is hardly an agent that 
does not rebate, that must mean that 
nearlv all the agents do? A.—I am 
assuming. 
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Q.—When you say you are assum- 
ing I suppose you know pretty well 
whether rebating is customary among 
your agents? A.—I don’t know. 

Q.—Is it your policy to shut your 
eyes to it, or have you no means of 
finding out—you don’t know as a mat- 
ter of fact whether rebating is usually 
practised by the agents or not? A.— 
No. 

Q.—But you assume it to be? A.— 
The general indications of the busi- 
ness would indicate that our agents 
are about as others in that respect. 

Q.—When you say the general indi- 
cations would indicate, what would 
indicate in the course of your business 
that your agents are rebating? A.— 
I refer to the general indications of 
business, not our company specially. 

Q.—Then you find indications which 
are not peculiar to your company, but 
which point to rebating? A.—Yes. 

Q.—What are they? A.—Suppos- 
ing we went around this room and as- 
certained from every gentleman who 
has a policy on his life whether he paid 
the first premium in full; that would 
answer the question. 

Q.—You are sufficiently in touch 
with your policyholders, if I under- 
stand, to be aware that upon the whole 
they do not pay their first premiums in 
full? A.—No, I did+not say that. 

Q.—I am trying to get what the in- 
dications which you have observed are 
which enable you to say that they 
point towards rebating? A.—The 
conversations I have had with people 
who are largely insured. 

Q.—Do you find your insurance is 
persistent, or that a good deal of it 
only accounts for one premium? A. 
—There is a great deal of insurance 
on which only one premium is paid. 

Q.—Is there a good deal of insur- 
ance in which one premium is paid in 
one company and the premium the 
next year paid in another company, 
and soon? A.—I don’t know that. 

Q.—As an insurance man, not of 
your own personal knowledge, but 
from your knowledge as to how these 
matters are in insurance generally, is 
there not a good deal of that? A.— 
I have heard of one man having a large 
policy in three different years on very 
advantageous terms, a Toronto gentle- 
man. 

Q.—You have heard of such a case 
as that; the inducement to that of 
course would be the rebate, at least 
that is a possible inducement? A.— 
Undoubtedly. 

Q.—Are you yourself opposed to the 
principle of rebates or are you in favor 
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of the principle? 
opposed to it. 

Q.—Could you stop it if you would? 
A.—Individually P 

Q.—Your company in the case of its 
own agentsP A.—No. 

Q.—Why not? A.—Simply we 
would destroy our agency organiza- 
tion. 

Q.—In order to compete with the 
agents of other companies your agents 
have to rebate to get business? 
—No, I mean to say if we reduced our 
agents’ commissions down to a certain 
point they would not get the business. 

Q.—That is they would not be able 
to give rebates? A.—You can put it 
that way if you like. 


Q.—Is not that what you mean? A. 
—TI am not saying they do rebate; you 
asked me as to the conditions of the 
business and I am frank enough to tell 
you that is so, I believe. 

Q.—The reduction in the rate of 
commissions would of course in a sense 
cut off the possibility of making large 
rebates? A.—Yes, of making large 
rebates. 


Q.—But if they could not give the 
large rebates they could not compete 
with other companies whose agents are 
giving large rebates, is that what you 
mean? A.—That might be the con- 
dition. 

Q.—Is it the condition, are rebates 
general in insurance business? A.— 


IT should think so. 


Q.—Who in your company will know 
more about that than you do apart 
from the agents themselves? A.—I 
don’t know that any one would. 

Q.—Has there ever been since you 
became familiar with insurance an at- 
tempt on the part of the companies 
themselves to unite against the prac- 
tice of rebating? A.—Yes. 

Q.—What has been the result of 
that? A.—There was an attempt 
some years for the companies to organ- 
ize under an agreement, and the late 
Mr. McCabe was very active in that 
connection, but owing to two or three 
companies declining to join in the 
agreement it fell through 

“Q.—Leaving everybody to ‘scramble 
as before? A.—Exactly. 

Q.—How long ago was thatP A.— 
T am speaking from memory now, I 
should think seven or eight years ago, 
may be more. 

Q.—Was that an attempt to form a 
protection between the companies 
themselves or was that something the 
Life Managers’ Association was taking 


A.—Of course I am 


© 
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up? A.—The Life Managers’ <Asso- 
ciation took it up. 

Q.—Was there an attempt to get leg- 
islation do you know—you do not re- 
member it sufficiently well to speak of 
that with certainty? A.—No. 

Q.—Don’t you think the time is 
about ripe now for the leading Life 
Associations to get together and try 
to stop rebating againP A.—I do. 

Q.—It can be done, can it not, if 
the principal life insurance companies 
are in earnest and take it up in ear- 
nest and preserve good faith with each 
other? A.—lIt could be tried. 

Q.—You do not of course doubt the 
good faith and the obedience of your 
agents if you lay down the law to 
them? A.—If an agreement was en- 
tered into, as I suggested one time, 
and an agent did not live up to it, 
that agent should be dismissed. 

Q.—And somebody put in his place 
who would live up to it? A.—That 
follows. 

Q.—What are the objections to re- 
bating, what is the evil? A.—The 
main evil is the lack of stability in the 
business. 

Q.—What other evils are there? A. 
—It makes the business more costly. 

Q.—Is there any other objection; is 
there an objection from the standpoint 
of the policyholder who does not get 
a rebate—is it right that policyholder 
A should get a rebate while policy- 
holder B pays his full premium at the 
same age for the same insurance? A. 
—Well, that does not affect the com- 
pany, that phase, because the agent 
receives a certain amount of commis- 
sion and the company receives its part 
only, whether the insured pays in full 
or gets a rebate. 

Q.—I quite take it for granted that 
you are capable of looking at the thing 
from the standpoint of the policyhold- 
er as well as from the standpoint of 
economy on the part of the company; 
what do you say to that? A.—I say 
decidedly that that is an objection. 

(}.—You take two men of the same 
age insuring in the same company for 
the same amount upon the same plan 
of insurance, one gets his insurance on 
an initial premium of $100, and 
another has to pay $200 that cannot 
be right from the standpoint of the 
policyholders themselves, can itP A. 
—It should not be so. 

Q.—Are you able to make any com- 
putation or give any rough estimate of 
the extent to which the cost of first 
year insurance is increased, the per- 
centage by which it is increased, by 
reason of the rebating? A.—No. 


oo 
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Q.—That you have not figured out? 
A.—lI have not the data for it. 

Q.—Because you do not know what 
rebates have in fact been made? A. 
—No sir. 

Q.—Who would know about the ex- 
tent to which rebating was customary 
or usual in your company? A.—TI do 
not think any one would outside of 
the agents themselves, 

Q.—And I suppose one agent won’t 
know what another one is doing in 
that respect? A.—TI think that is so. 

Q.—Is there any doubt that there 
is a good deal of that in the business 
of your company as well as in the 
business of other companies? A.—I 
will answer you frankly; the manager 
who believes that his agents are free 
from rebating, and that it exists only 
in other companies is too innocent to 
be at large. 

Q.—This is a statement you have 
given us of the premiums received in 
the last 15 years, and you have divi- 
ded the premiums into first year prem- 
iums and renewal premiums for each 
yearP A.—yYes, I have not seen that 
before. 

Q.—It is furnished to us by your 
people, and I assume it is accurate? 
A.—I assume so. 

Q.—By adding those two figures to- 
gether, and the figures in this other 
sheet which is headed ‘‘Annuity pre- 
miums’’ you would get for any one 
year the total premium income? A. 
—Yes. 

Q.—Your first year premiums have 
increased from $68,000 in 1891 to two 
hundred and thirty thousand odd in 
1905? A,—Yes, 

Q.—And your renewal premiums 
from $274,000 odd in 1891 to $1,14I1,- 
000 odd in 1905; and then annuity 
premiums, that means a single pay- 
ment received for an annuity in the 
future? A.—Yes. 

Q.—These fluctuate ? A.—Very 
much. 

Q.—What is the cause of the fluc- 
tuations? A.—Some years you will 
have two or three applicants for an- 
nuities and another year you will only 
have one for a small amount. 

Q.—Is that dependent, because you 
have experience in it, upon business 
conditions generally in the community 
or does it just depend upon chance? 
A.—No, it is dependent upon one or 
two companies giving more advant- 
ageous terms than others. 

Q.—What you mean to say is the 
cost of an annuity is not uniform? A. 
—Some companies have better rates 
for an annnitant than others, the cost 
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in one company will be less for an an- 
nuity than in another. 

Q.—Do those variations fluctuate 
from year to year, the difference be- 
tween the rates in the different com- 
panies? A.—No. 

Q.—You do not I suppose mean to 
say that in the year when you receiv- 
ed $19,000 your rates were better than 
other companies in comparison to 
what they were in 1904 when you only 
got $5389P A.—No. 

Q.—What has the difference in rates 
to do with the fluctuation in your an- 
nuity income? A.—Our annuity in- 
come is small compared with many 
companies, that is what I want to con- 
vey to you; and of course there is an 
element of chance, as you say, about 
getting an annuitant. 

Q.—Annuities are not so freely pur- 
chased in this country as they are in 
the Old Country? A.—No. 

Statement of premiums received in 
re last 15 years marked as Exhibit 

Q.—In connection with the business 
of the North American Life you have 
from time to time made very consider- 
able extensions into hitherto unoccu- 
pied territory? A.—yYes. 

Q.—When did you for instance com- 
mence, so far as your knowledge of the 
history of the company is concerned, 
extending into the Province of Que- 
bec? A.—I should think about 23 
years ago. 

Q.—That would be about in 1883 or 
thereabouts? A.—Yes. 

Q.—Was that the first extension 
that you made? A.—No, I think we 
extended into Nova Scotia and New 
Brunswick before that. 

Q.—You went to Nova Scotia and 
ey Brunswick first you think? A.— 

es. 

Q.—What about extension west- 
rea, in Canada? A.—Into Manito- 
at 

Q.—Yes? A.—I cannot say from 
memory. 

Q.—Would it be before or after you 
went A.—It would be over twenty 
years ago. 

Q.—And British Columbia? <A.— 
That was later. 

Q.—Then speaking generally when 
did you launch out into the United 
States? A.—I think about 1899. 

Q.—That would be about 7 years 
ago? A.—Yes. 

(Q).—You are also insuring now in 
Great Britain? A.—No. 

Q.—You have not gone there yet? 
A—No. The minutes will show my 
renort. JT was sent over in 1904. The 
minutes will show my full report. 
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Q.—At all events you have not made 
the extension, although you provided 
for it in your Act of Parliament? A. 
—Yes. 

Q.—Are you doing a very consider- 
able volume of business in the United 
States? A.—A fair amount. 

Q.—How does it compare in volume 
with your insurance in this country? 
A.—It is much less. 

Q.—How much less? A.—I should 
think about 40 per cent. of what we 
get in Canada. 

Q.—That is where you will have pol- 
icies on foot for $100,000 in Canada 
you would have only $40,000 in force 
in the United States? A.—That is 
new business, yes. 

Q.—I suppose the opening up of 
new branches, the extension of your 
business into fresh territory is an ex- 
pensive matter? A.—Very. ‘ 

Q.—Very expensive in connection 
with the first few years of your history 
in the foreign country or the extend- 
ed territory? A.—Yes. 

Q.—Do you in connection with the 
extensions of territory or otherwise 
ever as a matter of policy give special 
terms to particular people whose in- 
suring with you may be supposed to 
be an advantage in inducing other 
people to insure? A.—You mean to 
the insured ? 

Q/-—Yes? ’ A—No. 

Q.—You do not for instance give 
special terms to prominent people 
whose names as insured in your com- 
pany might induce others to insure 
with your company also? A.—TI do 
not know of any case, speaking from 
memory. 

Q.—That would not be a matter of 
head office policy at all events? A.— 
No. 

Q.—Whatever an individual agent 
micht do by way of rebate? A.—No. 

Q.—yYou prepared a profit and loss 
statement for the year 1905? A.— 
Yes, our actuarial department pre- 
pared it. 

Q.—This is prepared upon the same 
theory as the statement that has been 
put in before in the case of the other 
company; the statement is aimed in 
the first place at ascertaining the 
margin one way or the other on the 
first year business? A.—Yes. 

Q.—The first item is First year 
premiums, $45.558.14—I suppose your 
actuary can tell us how that is arrived 
atP — A.—Yes. 

Q.—The next is a comparison of the 
actual death losses in that year in re- 
spect to those policies as compared 
with the expected death losses; the ex- 
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pected death losses are $22,550, and 
the actual death losses, $805, leaving 
a margin of $17,745, which is saved 
towards paying first year expenses out 
of that item? A.—Yes. 

Q.—That added to the $45,000 gives 
a total of margin on the first year 
Se for 1905 of $63,303.14? A. 
— Yes. 

Q.—The amount actually expended 
in securing that insurance during that 
year was $233,486.32? A.—Yes. 

Q.—Or a deficit in that respect of 
$170,183.18? A.—Yes. 

Q.—Let us put that into other lan- 
guage. In 1905 it cost your company 
$170,183.18 more than the first year 
premium income, more than the anti- 
cipated loading, providing loading, and 
more than the saving of death losses, 
by $170,000? A.—Yes, not premium 
income. 

Q.—I used the wrong term? A.— 
Yes. 

Q.—That would seem to be nearly 
300 per~cent. that it cost you more 
than you had made provision for? A. 
—No, that is hardly the way to put 
it taking the first year loading and 
the savings from the mortality the ex- 
penses were three times that. 

Q.—Speaking in the first place by 
comparison with other companies, what 
do you say as to that failure to make 
good the cost of securing the first year 
insurance, is it high or low? A.—I 
should say on that point I have not 
made any comparison. 


Q.—Can you say whether it is high 
or low having regard to what your own 
company has experienced? A.—Com- 
paring the expenses of first year to the 
total first year income I would not 
consider it— 

Q.—I do not want you to make that 
comparison; comparing the total ex- 
penses for first year insurance with the 
amount available out of the premium 
income itself for that purpose? A.— 
With these margins? 

Q.—Yes? A.—I have made no com- 
putation of that kind. 

Q.—You are in a position to tell me 
probably in a moment what the volume 
of new business was that was written 
in 1905? <A.—$6,345,000. 

Q.—Can you express an opinion as 
to whether or not having regard to the 
premium income this deficit is abnor- 
mally highP A.—WNo. 

Q.—Then on renewal premiums you 
had provided a loading for expense for 
that year of $258,185.55? iA -—Y os. 

Q.—Out of that you have to take the 
expenses you actually had to pay, and 
that you have put under the head 
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“Less all other expenses except taxes, 
repairs and investment expenses,’’ that 
is $143,753.58, leaving a profit out of 
renewal premiums paid during 1905, 
or rather out of the loading upon 
those renewal premiums of $114,431.97. 
Did you make a saving in death losses 
in respect of policies that were not 
issued in 1905 during that year? A. 
—Yes, it shows there. 

Q.—The expected death losses were 
$309,011, and the actual death losses 
$195,048, or a saving of $113,963, in 
respect of death losses on policies other 
than those issued during that year. 
That of course is more than exhausted 
by the failure to make good your load- 
ing and margins in first year insur- 
anceP A.—From this table. 

Q.—And you are not at all throw- 
ing any doubt upon this table, are 
youP A.—No, none whatever. 


Q.—You seem to have made a loss 
when you compare the expected an- 
nuity claims maturing with the actual 
annuity claims, a loss of $3,252? A.— 
That is a case where the annuitants 
are living too long. 

Q.—Can you tell me, because I ex- 
pect to get information of that sort 
from you, what is the cause of this 
very high difference—because I think 
I may call it that—this very high dif- 
ference between the provision made 
for the cost of first year insurance and 
the actual cost of obtaining it? A.— 
Firstly, I do not know that it is very 
high as compared with some of the 
others. 

Q.—Why should there be any loss 
there at all? A.—If you want to do 
business you have to pay a certain 
rate for it. 

Q.—Now you are getting to just 
what I expected your answer to be, if 
you want to get business you have to 
work under conditions of competition ? 
A.—Yes. 

Q.—And you have to meet that com- 
petition? A.—Yes. 

Q.—And if other people are making 
a great outlay to get an influx of 
business so must you? A.—To some 
extent, but circumstances alter cases, 
and you cannot work a Province like 
Manitoba and the Territories and Bri- 
tish Columbia as cheaply as you can 
in a smaller territory with larger popu- 
lation. 

Q.— All that of course is a loss which 
ought eventually to be borne by those 
who insured during 1905, it ought not 
to be borne by those who were insured 
before 1905, or who insure after 1905, 
is not that so as a matter of sound 
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insurance theory? A.—That would 
be a matter of opinion depending upon 
the size of the company. 

Q.—Take your own company and 
give your opinion? A.—Our company is 
not large enough for the new esti- 
mates of each year to take care of it for 
that year. 

Q.—You misapprehend my question, 
and I daresay it is my fault. Even- 
tually ought not the business written 
during 1905 to carry itself, apart from 
all other business? A.—That would 
depend upon how it was treated. 

Q.—Ought it to be so treated from 
an insurance standpoint? A.—You 
want to classify your policies into 
years to do that, and your expense into 
years to do that, but in a company of 
our size we could not do it. 


Q.—Ought not the business written 
in 1905, having regard to its subse- 
quent history, to justify upon the 
money it produces, or by the use of 
the money it produces, the expendi- 
ture made to secure it? Is that plain 
to your? A.—I know what you mean, 
buv it is rather difficult to frame a re- 
ply that would be fair to the company. 

Q.—Take your time, then, I do not 
want to be unfair to the company or 
to anybody else. I want to know 
whether that is not sound insurance, 
and whether any other theory is not 
unsound. Let me get at it by de- 
grees. While that deficit still con- 
tinues, of course you have nothing out 
ot which to put up reserves, have you, 
on the business written in 1905? A. 
—Well, in no policy you issue can you 
provide a reserve out of it the first 
year. 

Q.—I know that? A.—That answers 
the question. 


@.—That does not answer the ques- 
tion. It answers, perhaps the ques- 
tion as you understood it, not the ques- 
tion as I intended it. Until you 
have made that deficiency good out of 
the business receipts on the insurance 
written in 1905, some other class of 
business must be putting up the re- 
serve for those policies: is that not 
sop A.—Yes. 


Q.—And how long will it take to 
make good that deficiency, assuming 
the rate of profit afterwards to be as 
shown here in respect of other busi- 
ness? ‘“A.—Will you kindly repeat 
that. 

Q.—You show a profit on renewal 
premiums paid in 1905, that is in re- 
spect of business written before 1905? 
A.—Yes. 

Q.—Now, correspondingly I suppose 
you would be showing some profit, at 
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all events, the next year or the second 
year or third or fourth or fifth year in 
respect of business written in 1905? 
A.—Yes. 

Q.—Until that happens the other 
shareholders are putting up the re- 
serve out of money that ought to go 
to them? A.—Well, you see there is 
the element of the savings from mor- 
tality here; that helps the company; 
there is the reserve you have provided 
the previous year which falls in to you 
this year; it goes on to help you to 
provide for this lability; you want to 
take the individual policy and you 
want to know when it will be self sus 
taining. 

Q) “Yes? A.—Well, between four 
and five years. 


Q.—In the meantime, and until it 
becomes self sustaining, is it not true 
that the reserves in respect to it have 
to be maintained at the expense of 
other income? A.—Well, partly so, 
and there is a benefit to a company in 
having an accession of new lives from 
year to year. 

Q.—I Jagree ‘to. ,that?, A; —Allsor 
which the old policyholders—the theory 
is that the old policyholders will hold 
something in respect of that. 

Q.—I do not want to take you into 
a matter you do not feel prepared to 
answer P A.—I will answer every- 
thing to the best of my ability. 

Q.—After the four -or five years 
which it takes for the policy written 
in 1905 to become self sustaining, or 
the group of policies issued in that 
year to become self sustaining, after 
that time comes then there is still 
something to be paid back, is there 
not, or did you mean that they had 
made good the loss? A.—They had 
made good by that time. 


Q.—Have you made any calcula- 
tions, or will the other gentleman you 
speak of give me that, as to what pro- 
portion of the policies written during 
any particular year lapsed after pay- 
ment of only one premium? A.—Yes, 
that has been provided. He has all 
that. 

Q.—Then I will pass on to the next 
item in the profit and loss statement, 
the interest, dividends and rents re- 
ceived during 1905; that is income 
in respect of investments? A.—Yes. 


Q.—And so forthP A.—Yes. 


Q.—$305,115.92: from that must be 
taken taxes, repairs, and investment 
expenses $20,517.27, the amount re- 
quired to make good the _ reserve, 
$246,808.83, and the dividends paid 
the stockholders $6,000? A.—Yes. 
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_ Q.—Making a total in these three 
items of $273,326.10, leaving a saving 
on that item of $29,789.82? A.—Yes. 

Q.—Then you make a profit also 
from sales, or maturity of invest- 
ments? <A.—Yes. 

Q.—$3,721.03? A.—yYes. 

Q.—$220,099.28 out of the reserves 
has been realized by surrender and 
lapses? A.—Yes. 


Q.—And against that you have al- 
lowed surrender value $130,191.52, 
sue a saving of $90,218.16? A.— 

es, 

Q.—Then there are these other 
losses as per schedule $11,409.76, pro- 
vision for interest paid in advance; 
what is that? A.—That is on policy 
loans. 

Q.—And $6,000 provision for accru- 
ed expenses—what does that mean? A. 
—That means there are sundry ac- 
counts unpaid at the end of the year, 
and we provide a liability for them. 


Q.—Then those two items make a’ 


total of $17,409.76, which goes into 
the loss column; that is, you have a 
total of profits arrived at in this meth- 
od of $352,113.98, and a total loss of 
$190,145.94, leaving the net profit or 
loss, the net profit in this case, $161,- 
268.04? .A.—-Yes: 


Q.—Is the difference between the 
expected losses by death and the actual 
losses normal in this profit and loss 
statement, according to your experi- 
ence or knowledge, or is it rather high- 
er than you have a right to expect? 
In other words, do you make a greater 
saving in 1905 in respect of that dif- 
ference than you usually do? A.—I 
think it was favorable in 1905. 


Q.—That is the profit in respect of 
that, the gain in respect of that—I 
-won’t put it profit—was more than you 
“were accustomed to haveP A.—Yes. 

Q.—Do you know to what extent? 
A.—I could not answer that without 
an analysis of the other years. 


Q.—Is not the custom of dropping 
insurance at the end of the first year, 
due to rebates, and therefore high 
prices,—is that not very inimical to 
the getting rid of that initial loss on 
the first year’s business? A.—Will 
you repeat that? ~ ~~ 


Q.—Every policy written in 1905 at 
the end of 1905 represented a dead 
loss, did it not, in respect of a com- 
parison of income and expenditure? 
Every policy issued in 1905 on the 31st 
December, 1905, showed a loss to the 
insurance company? A.—That is the 
case with every policy issued. 

Q.—At present I am concerned with 
. 1905, because that is the year before: 
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it would be so in 1904 and 1903 as 
well? A.—Yes, in any company. 

Q.—Then if at the’ end of 1905 that 
man ceases to pay premiums, it re- 
mains a loss? A.—Yes. 

Q.—And that policy never makes it- 
self good, and is a loss which, as an 
ultimate loss, has in any event to be 
made good out of other policies—out 
of the moneys paid in in respect of 
other policies; that must be so? A. 
—You have provided a reserve from 
other sources—Yes, that is so. 

Q.—Just one question about this 
$6,000 of interest paid the guaran- 
tors: that is ten per cent. interest. 
Ts it supposed that that ten per cent. 
is what those moneys have earned, or 
is it just a dividend because the mon- 
eys are there? A.—Well, it was some 
years ago when they paid ten per cent. 
they were supposed to have earned 
that. 

Q.—But it is no longer earning 
that, is it? A.—Yes. 

Q.—You are not making any invest- 
ments at ten per cent.? A.—No, but 
the $60,000 would be entitled to be 
credited with the rate of interest that 
the funds earned. 

Q.—Do your funds that you have 
invested earn anything like ten per 
cent.?. A.—No, but then it provides 
that any profits on business in force on 
the non-participating plan would go 
to this: 

Q.—Supposing you put those inP A. 
—Yes. 

Q.—Are you earning anything like 
ten per cent? A.—From those two 


sources P 
Q.—Yes? A.—I should think so. 


Q.—Are you earning anything like 
ten per cent. in respect of profits on 
non-participating policies? What is 
the average rate of investment that 
you are realizing? A.—About 4.85 
say five anyway, to put it roughly. 

Q.—Five would be the outside? A. 
—Yes, I do not think it is quite five. 

Q.—Say five per cent: of course if 
you get that down to five per cent. you 
would only have an item of $3,000 
there? A.—That is all; that is what 
I wanted to convey, sir. 

Q.—You have used the language 
here that has been used, ‘‘Book value 
used ?”’, . A.—Yes. 

Q.—Do the words ‘‘Book value’ 
mean the same in the case of your 
company as it does in the case of other 
companies, what it stands on the 
books? A.—Yes. 

Q.—It has nothing to do with the 
market values? A.—No. 
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Q.—Does it mean then cost value? 
A.—No. 

Q.—Does the cost value enter into 
it? A.—No, it means the amount 
that stands on the books now. 

Q.—And that does not necessarily 
mean cost value and does not neces- 
sarily mean market value? <A.—No. 

Q.—There are two or three things 
in connection with that that I want 
to diverge for the purpose of taking 


up—— 

JUDGE MacTAVISH: It is not 
clear to me about the other sources 
from which the interest paid guaran- 
tors is cbtained. I understand Mr. 
Goldman to say it is from the profit 
earned by the company on non-parti- 
cipating policies. 

WITNESS: The Act allows that. 

Q.—It accounts for $38,000P A.— 
Yes, and I have explained that to Mr. 
Shepley, how the ten per cent. could 
be arrived at. 

MR. SHEPLEY: Q.—This is the 
clause in the Act of 1897, at page 11 
“The guarantee fund so_ subscribed 
shall be liable for the payments of 
losses, and may be used for the pur- 
poses of the company in such manner 
and to such extent as the directors 
may by by-law determine: the said 
guarantee fund shall be redeemable 
by the company out of the accumu- 
lated surpluses, at such time and upon 
such terms as shall be decided by a 
majority of the members present at a 
general meeting called for that pur- 
pose, or at an annual general meeting 
of the company: and, until redemp- 
tion, the directors may pay to the 
holders of shares thereof dividends 
upon the amount paid up, at such rate 
as may be agreed upon by the direc- 
tors, but not exceeding fifteen per cent. 
per annum—the profits from the non- 
participating policies being first ap- 
plied in or towards the payment of 
such dividends?’”? A.—Yes. 

(Profit and loss statement fyled, ex- 
hibit 134.) 

Q.—You will perhaps want to have 
before you, in order to answer the 
questions I am about to put to you 
now, your investment statement that 
you have furnished to us. When you 
turned over an investment, realized it, 
and sold it and made a profit, where 
would that profit go in ordinary cases, 
in regular course? A.—I think there 
is a statement there somewhere. 

Q.—For instance, you will turn to 
the statement of the Imperial bank 
stock. Now, in November and De- 
cember, 1900, you sold 200 shares of 
. Imperial bank stock? A.—Yes. 
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Q.—Page 5 of the statement. Then 
what amount do you show as a profit 
upon that stock? A.—$6,650. 

Q.—And how is that arrived at, 
please P Part of it was sold, you 
know, and part of it you still hold? 
A.—Yes. 

Q.—How much profit was there on 
what you sold? A.—It exceeded the 
book value by these two items. 

Q@.—Can you give me the total 
amountP A.—Yes. 

Q.—$3,350?P A.—And $450 that 
belonged to the dividends; then this 
time there was no dividend declared 
against it, and it represented $3,300 
over the book value, 

Q.—Did you write some of that up? 
A.—Yes. 

Q.—Did you write what you held 
upP <A.—yYes. 

Q.—To what amount did you write 
that up? A.—$5,000. 

, Q.—And what did you do with that ? 
A.—We credited that against the 
agents’ advances. 

Q.—What time was that? yee 
December 31st, 1902. 

Q.—Just explain to the Board what 
that means, if you please, crediting 
that to agents’ advances? A.—It 
means that we had a certain amount 
of money advanced to agents standing 
as an asset on the books, and the mar- 
ket value of our securities was largely 
in excess of the book value; we took 
a portion of that and credited it 
against those agents’ balances. 

Q.—What were the agents’ ad- 
vances? Moneys due you by your 
agents? A.—Moneys we had ad- 
vanced agents for business, which they 
did not earn. 

Q.—It was in other words, in its 
inception, money you paid out to se 
cure business? A.—Yes. 

Q.—And an expense? A.—Well, 
we carried it as an asset. 

Q.—It was intended, however, to be 
expended in securing new business; 
that is what it was given forP A.— 
Well— 

Q.—And if it had secured new busi- 
ness it was an expenditure that would 
so have been shown; is that not right? 
A.—It was money advanced on ac- 
count of business to be produced. 

Q.—And if the business had been 
produced it would have appeared as 
an expense in the course of producing 
it? A.—Yes. 

Q.—Then as the new business had 
not been produced. it was treated as 
au asset still in hand, available to 
produce new business with; that is the 
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way it appeared before you wrote it 
off or wiped it out? A.—It stood 
there as an asset. 

Q.—An asset in theory, because it 
was supposed to be on hand, available 
to produce business with? A.—yYes. 

Q.—That was not quite an accurate 
statement of the position, was it? It 
was not available for the production 
of new business at all? Asa matter 
of fact it had all been expended, had 
it not? A.—It had been paid out. 

Q.—And it was just a debt which 
your agent owed you? A.—It was 
a debit which could be carried as an 
asset, 

Q.—You carried it as an asset, I 
understand, but you did not expect or 
intend that your agents should pay it 
back to you? A.—If we could get it 
back. 

Q.—You did not expect to be able 
to get it. Let us get together as soon 
as we can about a matter which we 
should not waste time over.—You did 
not expect to get it back from the 
agents? A.—If we advance money to 
agents we are always hopeful of get- 
ting it back. We are often disappoint- 
ed. 


Q.—I will accept that answer? A. 
—Thank you. 

Q.—Then having an item of back 
stocks standing upon your books at a 
certain book value, you added to that 
value in the books? A.—yYes. 

Q.—A certain sum which really was 
a profit upon that investment, was it 
not? A.—It was an appreciation. 

Q.—But it was a profit upon that 
judicious investment? A.—Yes, if 
you put it that way. 

Q.—Is that not the right way to put 
it? If there had been no item to get 
out of the way, would that not have 
been the proper and correct way of 
putting it? A.—It would have been 
a profit if it had been sold, but pend- 
ing sale you take credit for the appre- 
ciation in value. 

Q.—And it ought not to be any bet- 
ter, or go into any different fund be- 
cause you put it in advance of the sale, 
than if you had actually sold and real- 
ized, ought it? A.—I think so. 

Q.—You think it. should? A.—yYes. 

Q.—That is the intention of bring- 
ing it back eventually; supposing you 
had sold for just the amount of the 
appreciation, and no more, you would 
have made that profit? A.—Yes. 

Q.—And it would have been a’ pro- 
fit on a judicious investment? A.— 
Yes. 

Q.—And that is where it belonged ?P 
Won’t you say so? A.—No, I won’t 
agree to that, 
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Q.—You do not agree that if you 
make a judicious investment, and the 
result is that you are able to write it 
up before you sell it, and still keep 
within the? A.—Able to take credit 
for the appreciation. 

Q.—You won’t agree that that .is 
due to judicious investment and be- 
longs there? A.—lIt is a judicious in- 
vestment. 

Q.—And belongs there; it is a pro&t 
on investment when realized? <A.— 
Well, I would not look at it that way. 

Q.—I want to get with you if I can, 
and I want you to get with me if you 
can. Supposing the bank stock stands 
you at $20,000, and supposing you 
could sell it in the market for $25,000 
to-day; and supposing, knowing that 
you could sell it to-day in the market 
for $25,000, you say ‘‘This investment 
which cost me $20,000, I will now write 
down in the books as being worth $25,- 
000’’—that is what you mean by ap- 
preciation? A.—That is appreciation: 

Q.—Supposing to-morrow it is still 
worth $25,000 and no more, you sell 
for $25,000 and have rande $5,000 on 
your investment? A.—Yes. 

Q.—And that is a fact which is not 
at all affected by your writing up in 
the meantime, is it? As a matter of 
principle it can be done? A.—I am 
not looking at it from your stand- 
point. 

Q.—I want you if you can: not un- 
less, of course, your reason goes with 
me: but if your reason will travel with 
me, I want it please. Would you not 
say in the case I have put to you— 
A.—I am afraid it does not. 

Q.—Supposing you wrote it up in 
the investment column from $20,000 
to $25,000 in the case I have suppos- 
ed, and the day after you wrote it up 
you sold for $25,000, where would you 
put that $5,000? A.—If you sold that 
would be a profit. 

Q.—And where would you put it? 
Under the heading of ‘‘Profits on in- 
vestments’? would you not? A.—Well, 
you might. 

Q.—Would that not be the proper 
place? A.—Not necessarily so. 

Q.—Is that not what it is? Does 
that not describe it? A.—Well, you 
might transfer it to some other ac- 
count. 

Q.—You might, but if you do not 
transfer it to some other account, is 
that not just what it is in essence, pro- 
fit on investment properly made? A. 
—If you put it in a profit account it 
is a profit, and if you transfer it to 
some other account it does not go to 
profit. 
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Q.—It becomes something else for 
the purposes of that account? A.— 
Yes. 

Q.—But it was really profit? A.— 
Yes, if you sold and realized. 

Q.—Perhaps you have not gone so 
far in form as I think you have in 
substance. Now, is it desirable that 
when you make profits on investments 
that those profits should be treated as 
profits on investments, or is it desir- 
able that they should go off to promo- 
tion expenses or anything else but un- 
der there? A.—Well, that is a mat- 
ter of judgment. 

Q.—You cannot make the $5,000, 
when you have it in hand, you can- 
not make it rise from any other source 
than the investment? A.—No. 

Q.—You cannot attribute it to any 
other sourceP A.—No. 

Q.—You may apply it to some other 
purpose? A.—Yes. 

Q.—But that does not affect its 
source? A.—No; that is what I had 
reference to; you can apply it. 

Q.—Well, then, in the particular 
case that we are discussing you take 
$5,000 appreciation, and you apply it 
in reduction of these agents’ balances, 
as you call it? A.—Yes, 

Q.—The result of that was to lessen 
the apparent profit from investments 
shown by the profit account, was it 
not? A.—In that particular way. 

Q.—Then the result of it on the 
other band was to eliminate some- 
thing which really in fact was an ex- 
pense, and made the expense account 
so much smaller? A.—No, it elimin- 
ated an item that was an asset on the 
books. 

Q.—And which was an item of money 
paid out for the purpose of procuring 
business with? A.—That could have 
been carried as an asset. 


Q.—But which was paid out in the 
first place with a view of procuring 
business; and, so paid out, if the busi- 
ness had been procured, that would 
have been an expense? A.—That was 
advanced. 

Q.—So paid out, if the business had 
been procured, would have been a le- 
gitimate expense of that business? A. 
—If the business had been procured 
it would not have been there. 

Q.—It would not have appeared as 
an asset, but as an expense in con- 
nection with the very business it pro- 
cured. Surely that must be so. I 
want to speak of things as ae really 
are; that is so, is it not? A.—Well, 
I am looking ‘at it from a different 
standpoint. 

Q.—Well, try and look at it from 


mine. Supposing you give me $5,000, 
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and you say ‘“‘Mr. Shepley, you go 
off and secure $100,000 of insurance 
for my company, and that $5,000 I 
will pay you in commissions. It will 
be yours, and you will not have to give 
it back to me. If you do not secure 
the $100,000 of insurance for me, you 
will owe me that $5,000.”’ Is that 
not in essence the very thing that 
happened here? A.—Well, that is a 
debt. 

Saat is a debt that I owe youP A. 
—Yes. 

Q.—If I had brought the $100,000 
of insurance you would have said ‘‘I 
have $100,000 of insurance, and it 
cost me $5,000 to get it? A.—yYes. 

Q.—And that would have been a 
legitimate expense in connection with 
it? A.—Yes, if the business had 
been procured. 

Q.—Well, then if I did not procure 
the business and owed you the money, 
and unfortunately I am not able to 
pay .it— A.—Well, you could tarry 
it as an asset. 

Q.—I know? Pill es could carry 
it as an asset if you chose, with the 
hope of getting it back some time. 

Q.—You could carry it as an asset 
if you chose? A.—Yes. 

Q.—If you had nothing to pay it 
with yourself out of any source, and 
I had nothing to pay it with myself 
out of any source, it must inevitably 
appear as something you have expend- 
ed among your expenditures, must it 
not? A.—Some time. 

Q.—What view did the Department 
of Insurance take of this question? A. 
—They differed with me. 

Q.—And they insisted in your an- 
nual returns in putting it under the 
head of ‘‘expenditure?”’ A.—Yes. 
And we, of course, deferred to the 
views of the Department. 


Q.—But perhaps you still maintain 
the view that you maintained then— 
still entertain the view you entertained 
then, notwithstanding the ruling of 
the Department? A.—yYes, I thought 
that, although the department differed 
with us. 

Q.—Did you take any more of that 
appreciation on Imperial Bank stock 


in 1904? ##A.—Yes. 
Q.—And put it over to agents’ ad- 
vancesP A.—Yes. 


Q.—How much? A.—$1,000. 


Q.—Then I call vour attention to a 
sale of Bank of Toronto stock in 1900? 
A.—Yes. 

Q.—Is that right? A.—Yes. 

Q.—You sold at a profit of $8.- 
782,00 2s GAs Yes, 
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Q.—Did you write that off against 
advances, or did you carry that to 
profit on investments? A.—I am not 
certain about that. 

Q.—I think you took it to profit on 
investments? A.—TI think so, yes. 

Q.—Then the Montreal Gas Com- 
pany, you made two sales there in De- 
cember, 1898, one at a profit of $2,- 
894.05, and the other at a profit of 
$2,860.69; do you see that? A.—The 
total being $2,972.35. 


Q.—On which sale is that? 1898? 
A.—That is the sale of 1900, the pro- 
fit on 455 shares of Montreal Gas. 


(.—In 1898 there were 628 shares at 
a profit of about the sameP <A.— 
Yes. 

Q.—Both those two very consider- 
able sums are carried to profit on in- 
vestments, are they not?  A.—TI be- 
lieve so, yes. 

Q.—Then the same with the Stan- 
dard Bank? A.—Yes. 

Q.—416 shares, profit $4,302 odd, 

carried to profit on investment? A. 
Yes, 
Q.—Then. Ontario Bank December 
1900, 26 shares, a small profit of $397, 
carried to profit on investments? A. 
=) OS, 

Q.—Then. the Bank of Hamilton— 
vou have not sold any of that stock? 
A.—I do not think so. 


Q.—There has been an appreciation 
there of $9,829.75 in 1902 and of $1,000 
ing 04h a Any on. 


Q.—And those have been applied in 
reduction of agents’ balances? <A.— 
Exactly, the same as in the other case. 

Q.—Similarly with regard to the 
Bank of Ottawa, $2,000 has been writ- 
ten up and applied similarly? A.— 
Appreciation taken credit for that, 
yes. 

Q.—Then Dominion Bank, you have 
sold 400 shares at a profit of $1,733.34; 
do you see that? That was in March, 
1901P A.—At a profit of $1,733.34, 
yes. 

Q.—What did you do by way of ap- 
preciation of the balance of your hold- 
ing in 1902? A.—$3,000 we took 
credit for. 

Q.—What did vou carry to the credit 
of the agents’ balances? A.—The 
same amount. 

Q.—Just the $3,000? +) A.—Yes, 

Q.—What did vou do with the $1,- 
733.04? A.—That T believe would 
go to credit on investments. 

Q.—Then in 1901 vou sold the Rank 
of Commerce; in 1902 von sold Bank 
of Commerce, and in: 1903 von sold 
Bank of Commerce and you realized a 
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profit there of $3,394.05. Do you find 
the Bank of Commerce? A.—Yes, 
I have the Bank of Commerce. 
Q.—What did you do with that? A. 
—That went to profit on investments. 


Q.—When did you appreciate that 
stock P A.—December 31st, 1902, 
$3,000. 

Q.—And how much did you credit 
to agents’ balances? A.—The total— 

Q.—Did $5,000 not go to agents’ 
balances ? A.—On December 38lst 
there was $1,000 more. 


Q.—Was that another appreciation ? 
A.—Yes, making $5,000 altogether. 

Q.—Then the Toronto General Trust 
Corporation—you have not sold any 
of that, but you have taken up a new 
allotment, and you have appreciated 
in 1902 and 1904 $15,000 and $8,000 
respectively—gone to agents’ balances? 
A.—Yes, sir. 

Q.—Electric light company, appre- 
ciation of $7,000 in 1902, of $8,000 in 
1904, all applied against agents’ bal- 


ances? A.—Yes. 
Q.—Take Commercial Cable for me 
please. You sold out Commercial 


Cable, did you not? A.—yYes. 
Q.—And realized $15,148.28? A.— 
Yes. 
Q.—What did you do with that? A. 
—Carried it to the credit of real es- 
tate Contingent Fund. 


Q.—What was the real estate Con- 
tingent Fund? A.—It was real es- 
tate we were selling, and readjusting 
the values at the end of 1904. 


Q.—What was the Contingent Ac- 
count? A.—The real estate Contin- 
gent. 


Q.—What was the Contingent Ac- 
count for? What was the purpose of 
opening such an account? A.—The 
purpose was that if we made a profit 
on one piece of property we would 
eredit there, and if there was a de- 
preciation of another we would debit 
it there, so that one would offset the 
other, like a profit and loss account. 


Q.—I can understand you could do 
that with the real estate which you 
had to sell, but what was Commercial 
Cable doing there? A.~-We took the 
credit of this to that fund in the ad- 
justment of our values. 


Q.—If you had not had any real es- 
tate which was doubtful in value, you 
would have carried that Commercial 
Cable profit to profit on investments, 
of course? A.—Exactly, and if we had 
not had those mortgages, and had not 
had to go through from 1890 to 1900, 
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we would have made a great deal more 
money. 

Q.—In that way, as I have it here, 
you carried in 1902 to the credit of 
agents’ accounts $44,829.75? A.—Cor- 
rect. 


Q.—That was an uneven amount, 


and it was made uneven by appreciat- 


ing the Bank of Hamilton stock by 
the odd sum of $9,829.75; is that 
right? A.—What is thatP 


Q.—I want to see whether that is 
not so. I just want to make the con- 
nection. The Bank of Hamilton stock 
is the only appreciation in odd figures 
that appears? A.—Yes. 


Q.—The rest are all in round fig- 
ures, thousands? A.—I expect you 
have it correct; $9,829.75, yes. 


Q.—Now, then, as I say, the other 
figures you have' given me are all 
round figures, $5,000, $3,000 $2,000, 
$15,000 and $7,000, and this is the on- 
ly odd figure. Do you account for that 
at all. Is it because that exact figure 
was necessary to make this apprecia- 
tion exactly agree with the agents’ 
balances? A.—I expect so. 


Q.—In 1904 you have given me the 
Imperial Bank, the Bank of Commerce, 
Bank of Hamilton, and the Toronto 
General Trust Corporation. Then 
there is the Toronto Electric Light 
Company transaction $8,000. What 
was thatP Appreciation? <A.—Yes. 


Q.—And there was the Sandwich 
Windsor and Amherstburg Railway 
Company; was that appreciation too? 
A.—Yes, bonds—that was apprecia- 
tion. 


Q.—$24,665? A.—Yes, that is cor- 
rect. 


Q.—And that again agreed with the 
agents’ balances that year? A.—Ex- 
actly. 


Q.—In both these cases were the ac- 
counts remodelled so as to show these 
as expenses when it came to the de- 
partment? A.—I could not say that. 
I know it was at the end of 1904. 


Q.—This is the memorandum from 
Mr. Blackadar on the subject, written 
in 1905: ‘‘Upon an examination of the 
securities ledger of this company, I 
find the following book values of the 
stock has been written up, namely, 
Imperial Bank, and so on. No refer- 
ence to the writing up is made in the 
synopsis of the ledger accounts, and 
there was nothing to show in the in- 
come and expenditure account a state- 
ment that such a sum had been added 
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to the ledger assets.’? Were you aware 
of that? A.—Of what? 


Q.—Of that report of Mr. Blacka- 
dar’s? A.—No, I was not aware of 
it until it appeared. 


Q.—This statement says ‘‘Mr. Gold- 
man’s explanation was that a large 
amount was advanced to agents in the 
United States and that money was 
lost by that;’’ would that be right? A. 
—I do not remember saying that. Mr. 
Blackadar came in to see me before 
leaving, about the only time I saw 
him when I was there, and called at- 
tention to what we had done, which I 
told him was perfectly correct. We 
had done that and thought it was all 
right, and discussed it with him, and 
he differed with me and said he con- 
sidered it should be in the report, and 
asked me if I had any objection to 
enter against it appearing, to put my 
objections in writing. I said to him 
that I differed with him, but that 
the opinion of the Department must 
prevail, and we deferred to their 
views; that is what took place. 

Q.—Is it correct to say that the 
same amount $24,665 had been de- 
ducted from the first year commission 
account in the ledger? A.—No. 


().— That isnot sCcoOrrecty uA weet Oe 


Q.—It did not appear in the first 
year commission account in the ledger, 
or items going into it did not appear 
there? A.—It should not, because 
it was under agents’ balances in the 
ledger. If there had been an entry 
transferring it to commission account 
it was incorrect. 


Q.—Can you ascertain how that is 
before the morning? A.—yYes. 


Q.—Because Mr. Blackadar’s state- 
ment is very specific, ‘‘Upon further 
examination of the books of the com- 
pany it was found this same amount 
of $24,665 had been deducted from the 
first year commission account in the 
ledger??? A.—That is a little confus- 
ing; there may have been an entry 
transferring this item to commission 
account; I think it would be taken 
out afterwards. The ledger account 
would be agents’ balances. 

Q.—What he said with regard to 
what you have just said is this, ‘‘No 
reference to this writing up was made 
in the synopsis of the ledger accounts, 
and there was nothing to show in the 
income and expenditure account a 
statement that such a sum had been 
added to the ledger assets???’ A.— 
That is perfectly correct. 
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Q.—That is correct? 
correct, 

Q.—If it appeared in the first year 
commission account, or if it formed 
part of the first year commission ac- 
count, it would appear in the income 
and expenditure account, would it 
not? A.—yYes, but it did not. 


Q.—You have just said it didP A. 
—No, I said if it had been transferred 
there, that was an inadvertence, and 


Ay Lihat. is 


it was taken out again by the other 


entry. 


Q.—Don’t forget to see whether this 
statement is correct, that $24,665 was 
deducted from the first year commis- 
sion account; just look for that for me 
over nightP A.—Yes. 


Q.—Mr. Tilley points out to me that 
you have made a report upon the for- 
eign business in which you say—this 
is a report which seems to be submitted 
at the meeting, page 241— A.—What 
date is that? 


Q.—I am looking for it. Your re- 
ports are most admirable, but you 
never put a date on them? A.—Was 


that my report on the British business. 
MR. TILLEY: Michigan business. 
MR. SHEPLEY: It seems to be at 
the meeting of the 20th October, 1904. 


MR. BARWICK: It is only a verbal 
report, 


WITNESS: I think about that 
meeting you will find my report on the 
British business there. 


Q.—‘The Managing Director  re- 
ported that, finding that the cost of 
business in the State of Michigan, ow- 
ing to the advances made to agents 
there, was altogether too heavy, he 
thought it necessary to endeavour to 
make some re-arrangement of the bas- 
is upon which the company was work- 
ing,’ etc. A.—Yes, that is correct. 


Q.—Had the advances made to 
agents there any connection with the 
matter we have been discussing? A. 
—Partly and partly in other States 
as well. 


Q.—There you speak of it as the 
cost of the business owing to the ad- 


vances made there being too heavy? 
A.J 68, 


Q.—That is a fashion of speaking— 
A.—It is in a report, and whatever I 
have done I do not go behind in any 
way at all.- 


Q.—It is not conclusive one way or 
the other; I do not say it isP A.— 
Thank you very much. 
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Q.—But that is the way you speak 
ot it then? A.—Yes. 


(The Commission then adjourned 
till 10.30 to-morrow.) 


TWENTY-SEVENTH DAY 
MORNING SESSION. 
Toronto, May 22nd, 1906. 


Examination of Mr. Goldman con- 
tinued. 


MR. SHEPLEY: Q.—Yesterday we 
finished, I think, discussing the appre- 
ciation of certain securities in 1902 
and 1904, writing them over against 
the item, ‘‘Agents’ advances’?? A.— 
Yes, sir. 

Q.—So that they appeared no longer 
as an asset? A.—Yes. 

Q.—So that the sum which would 
have otherwise have been carried to 
profit from investment was not so car- 
ried? A.—That was according to the 
understanding of Mr. Blackadar. 


Q.—Mr. Blackadar in 1904 insisted 
upon the reversal of that item and put- 
ting it into expenditureP A.—Yes. 


Q.—That you have already told me; 
was what you had already done in 
1902 discovered by Mr. Blackadar and 
similarly reversed by him? A.—I have 
no knowledge of that. 

Q.—In 1903 what took place with re- 
spect to agents’ advances? A.—In 
1903 was what is known as a 
slump year here, and the company had 
little or no margin from its market 
values at that time, and the directors 
were disinclined to carry this asset 
into the statement as an asset, because 
it would have simply increased the sur- 
plus by that item, and it was therefore 
written off. 

Q.—It was written off without any 
corresponding appreciation of values 
being written up? A.—yYes, because 
we had not the margin to do it. 


Q.—That being written off, did not 
appear in your yearly expenditure for 
that year as your account was re- 
turned? A.—Oh, yes. 

Q.—Then what you say is, and that 
is probably quite right, that it was not 
reversed by Mr. Blackadar that year, 
but that you yourself wrote it off so 
that it appeared among the items of 
expenditure? A.—Exactly, that is the 
correct understanding. 
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Q.—And the sum that year was 
$30,910.30? A.—Yes, whatever is 
stated in the blue book; that corres- 
ponds exactly with our books. 

Q.—I am quoting from the blue 
book; corresponding with your books as 
they were before Mr. Blackadar made 
his inspection? A.—yYes. 

Q.—With regard to both classes of 
items, .I want to ask you a question or 
two more; I do not know whether such 
a case has ever happened, you will 
know, but supposing after writing off, 
as was done in 1903, or after carrying 
profits from investment or apprecia- 
tion to wipe the agent’s balance out, 
supposing after that these agents were 
to make payments to you on account 
of these debts, what would happen 
then—in the first place, was there ever 
such a caseP A.—Dozens; as a matter 
of fact I find that we have to-day from 
our subsidiary accounts in the neigh- 
borhood of fifteen to twenty thousand 
dollars of agents’ advances that we 
consider reasonably good and may be 
collected, and that we could, following 
the practice of many companies, put in 
our balance sheet as an asset, but we 
do not do so. 


Q.—That means this, if I understand 
you, that in many cases these moneys 
are paid over to you notwithstanding 
that they have been written off in one 
of the ways that we have spoken of ? 
A.—Repeatedly we recover items or 
partial items. 

Q.—Just before following that up, 
d> the agents sometimes instead of 
paying the money earn the commis- 
sions? A.—Oh, yes. 

Q.—That is another way of making 
good? A.—yYes. 

Q.—And that happens frequently, 
too? A.—yYes, quite frequently. As 
an illustration, we have an agent, a 
comparatively new man, to whom we 
guaranteed about $200 a month—re- 
markable to say, he had been a bank 
clerk before, but he put some life and 
energy into it, we advanced him $200 
per month, and he has already earned 
in cash over $300 a month, but that is 
an exception. 

Q.—Supposing an agent either earns 
the commission that is advanced, which 
has been written off, or pays it, what 
do you do in your accounts with the 
sum of money so paid, or with the sum 
of money so earned? A.—It is cred- 
ited against the current advances to 
agents, 

Q.—What is the effect of that? A. 
—The effect of that is to reduce the 
outgo, the assets for that year of 
agents’ advances. 
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Q.—For the current year? A.— 
Yes. 

Q.—It does not in any way find itself 
put back into the expenditure of the 
year in which the advances were lost? 
A.—No, you could not do that. 


Q.—You could not do that as a mat- 
ter of book-keeping? A.—No. 


Q.—It does not find its way into the 
expenditure of the current year? A. 
—No, it goes to reduce that. 


Q.—It goes to reduce the expendi- 
ture of the current year? A.—Yes, in 
other words, instead of carrying the 
assets that I referred to of fifteen or 
twenty thousand dollars, that is writ- 
ten off, and when any result comes 
from that it‘is carried into the com- 
pany’s credit as a cash item. 

Q.—And a current cash item? A.— 
Yes, belonging to the year which 
creates the proper balance. 

Q.—Is the book-keeping with re- 
spect to it made to affect at all any 
appreciation of the securities in respect 
of the previous writing off? A.—Not 
one dollar. 

Q.—It has only the effect of current 
cash receipts? A.—That is all. 

Q.—Then to the extent, of course, to 
which you have treated money so re- 
ceived or money so earned in the way 
you have stated, to that extent you 
have made your expenses for the cur- 
rent year seem less than they were 
really in fact? A.—That is if it were 
tc be treated as an expense item, 
which is a disputed point between—— 

Q:—Oh, I am not raising any dis- 
pute at all. I say the result of that 
method of treating these payments is 
to make your expenditure for that 
year appear less than it otherwise 
would? A.—If you put it on that 
basis. 

Q.—That is the way you do with it, 
there is no room for controversy about 
that? A.—No, but in going into the 
evidence, if any one treated it in that 
way it would naturally reduce it, that 
is what you want? 

Q.—Yes? A.—But of course I claim 
we have the right to treat it in the 
other wav. However, Mr. Blackadar 
took a different view, and following 
our practice we deferred to his views, 
that ends the treatment of it. 

Q.—I am speaking now of thé subse- 
quent treatment of the item when it 
becomes a payment to you or an earn- 
ing of your agent? A.—Yes, it has 
that effect. 

Q.—It has the effect of annarently 
reducing the expenditure for the cur- 


INSURANCE. 715 


SESSIONAL PAPER No. 66 


27th day, May 22nd, 1906. 


rent year? A.—Yes, that is taking the 
view Mr. Blackadar does. 

Q.—It has that effect in fact? A.— 
Well, of course— 

Q.—For instance, supposing you 
have an expenditure of $100,000 in 
obtaining insurance during that year, 
and supposing again that you have 
credited $1,000 that has been paid:in 
Baers of past debts by agents? A. 
—Yes. 

Q.—Your current expenditure of ob- 
taining insurance that year would 
only appear to be $99,000? A.— 
Exactly. 

Q.—Let me put it perhaps in an- 
other way, that you do not make it 
appear that you have had to pay 
agents’ commissions in respect of a 
certain volume of insurance? A.—No, 
because we do not treat it as a commis- 
sion, it is the difference of the inter- 
pretation. 

Q.—I am trying to allow for the dif- 
ference in interpretation, and trying 
to get at what the effect is as a matter 
of.fact—it is quite plain, is it not that 
if in truth and in fact it has cost you 
$100,000 to get your new business that 
year, if you make it appear it has 
only cost you $99,000 then you bring 
about an apparent reduction of ex- 
penditure which is not real? <A.—If 
you take an arbitrary practice and 
charge it all up against that year it 
would be so. 

Q.—That is what you do? A.—One 
minute, sir. 

Q.—Yes? A.—But if as is done by 
the majority of American companies,— 
you can see in the returns—any one 
familiar with the practice is aware of 
it—that item is carried and sometimes 
runs into two or three millions, is car- 
ried as an asset, it is the present value 
of the future, and it is written off 
gradually; then it does not have the 
effect you state. 

Q.—I am only concerned for the pre- 
sent with the way in which you treat 
the item? A.—We have no option, the 
Department have ruled. 

Q.—No, you are not again quite 
appreciating what I mean; I mean 
the item of an unexpected realization 
of agents’ balance which has been writ- 
ten off, when that comes in you say 
you write that to the current income 
of the year? A.—Certainly, and that 
to that extent will reduce the out-go 
of that year. 

Q.—That is what I was asking? A. 
—_We misunderstood one another. In 
that connection I would like to men- 
tion, this is what is called the Board 
of Trade returns of Great Britain; 
‘here they require to give a statement 
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of their true state of their affairs only 
once each five years and never are 
they required to give a detailed list of 
their assets; so while a great many 
talk very glibly about the directors 
and the officers no one knows a thing 
about them. I have here one old com- 
pany—I won’t mention its name, it is 
a company with thirty millions of 
assets—it carries as agents’ balance 
money invested for the procurement 
of business, $350,000—recognized in 
Great Britain. 

Q.—As an asset? A.—Yes.. - 

Q.—I am quite prepared to accept 
your statement that these agents’ bal- 
ances were carried as assets, that is 
not an unusual thing with insurance 
companies? A.—The other points 
involved have all been admitted by me, 
and our deferring to the ruling, but I 
wanted to impress upon those who 
may be here that we are familiar with 
the practice of the different companies 
and what they do— 

Q.—The same as the year before. A. 

—Yes. 
- Q.—And I do not doubt that at all? 
A.—I know why they do it, but we do 
not, simply because our directors be- 
lieve in having the assets in a neat, 
solid shape; and if you carry that it is 
merely creating what may be consid- 
ered as a paper surplus, and any com- 
pany having a paper surplus the dan- 
ger is they may divide more money 
than they are entitled to, and hence 
leads to insolvency. 

Q.—I think I can quite agree with 
you in that, a paper surplus is not a 
desirable surplus to be exhibited to 
anybody. Now I want you to take up 
the other feature we have been discuss- 
ing; you write up an asset—take 
$20,000 of bank stock, you appreciate 
it $5,000, making it $25,000, and that 
appreciation is dealt with— that is 
neither here nor there for the present 


cribed yesterday; supposing the stock 
during the next year and before your 
next return either to the Government 
or to your shareholders, goes back so 
that it is only worth $20,000, what do 
vou do then? A.—I can answer that 
in a few minutes. 

Q.—In the first place has such a case 
ever happened, because otherwise it is 
hypothetical, and we had better have 
it put as being hypothetical? A.—I 
think I had better answer it in a gen- 
eral way, that will cover the whole 
ground. The practice of the North 
American Life is not to take credit 
at the end of the year for the market 
value of its securities in excess of the 
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book value in its statement, that is 
seen by the Government return, we 
have to show it, required by the Gov- 
ernment to be done, but it is carried 
in short. A statement is submitted to 
the Department, and I should mention 
one point you asked as I noticed in 
evidence some time ago, as to the end 
of the year what was the practice of 
a certain company in ascertaining the 
market value of the securities: Our 
practice is to send a list of them to 
some broker and have him insert the 
market value as at the 3lst December, 
and sign his name, and that is pro- 
duced for the benefit of the Depart- 
ment. Now having that fact before 
us we make the calculation of which 
you have the list there, and at the 
end of 1905 we had an excess of market 
value over book value of $108,000, 
which did not include in our surplus. 
That is sufficient to allow for the vari- 
ation of stocks from year to year, 
because, answering your question more 
specifically, I should mention that we 
have had at one time a stock that 
went below what we paid for it, for 
instance I will take the Merchants’ 
Bank of Canada; the Merchants’ 
Bank of Canada cost us, no apprecia- 
tion, $14,000; at the end of last year 
the market value was $12,880. We 
leave that on our books at that $14,- 
000, because adding the total together 
we have such a large margin of unused 
surplus. 


Q.—There may be another reason 
for that which I will point out to you 
in another connection, but at all events 
I quite appreciate that ; I quite appre- 
clate your explanation but what I want 
to get at now is the specific answer to 
the question I have put; supposing 
you have increased the book value by 
this method of appreciation, and sup- 
posing the market value recedes, or 
supposing that you realize upon your 
securities and only realize the lesser 
value, $20,000 in the case I have put, 
what do you do then? A.—Supposing 
we only realize on it? 

Q.—Yes? A.—Then in that case 
that would be a loss against that item. 


Q.—A loss against the book value? 
A.—Yés. 

Q.—Although there was no loss in 
fact it would appear as a loss upon in- 
vestment? A.—It would be carried to 
that account, and subject to making 
a profit on some other investment to 
offset that. 

Q.—Of course if there had been no 
appreciation at the beginning your 
statement would have shown neither 
profit nor loss? A.—Exactly. 
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Q.—As it is in respect of that par- 
ticular asset you show a loss which 
really did not exist? A.—I do not 
follow you. 

Q.—In respect of the particular as- 
set? A.—That is the agents’ advances 

Q.—No no, bank stock, $20,000, paid 
for $20,000, sold for $20,000, appreci- 
ated so that it stands at the book 
value $25,000? A.—If you take a 
hypothetical case like that— 

Q.—I thought at the beginning that 
the question was hypothetical, because 
I did not suppose you would have an 
actual case like that? A.—No, we 
have no actual case. 

Q.—That would be the result? A. 
—Certainly. 

Q.—That would follow in all cases 
of appreciation where the result of 
realization is to produce less than the 
appreciated value? A.—Where you 
realize on it, 

Q.—You leave the item standing at 
that, at book value irrespective of the 
market fluctuation? A.—yYes. 


Q.—Are there cases in which there 
should be some alterations made in the 
book value by reason of the approach- 
ing maturity, take municipal deben- 
tures, for instance? A.—I will ex- 
plain that to you; we have not our 
debenture book here, I will send for 
it. 

Q.—I do not think you need to do 
that? A.—Our method is this: a de- 
benture is purchased at a premium; a 
debenture earns 4% per cent., it is pur- 
chased to pay 4% per cent., conse- 
quently out of each annual payment 
of interest—say it is a twenty year 
debenture—each annual payment of 
interest you require to write off a cer- 
tain amount of principal, so that at 
the end of the term the premium that 
has been paid becomes zero. Our 
practice is this, in our debenture book 
we have besides the debit and credit, 
we also have the column of the amount 
of each instalment of interest divi- 
ded, so much paid to principal, and 
so much paid to interest, that is run 
out for the whole term. 

Q.—The result of that is to bring 
you to the end with a value which is 
par? A.—Exactly. - 

Q.—So that it shows the receipt of 
the actual par? A.—Exactly; that I 
should think is the custom in every 
properly managed company. 

Q.—My agreement with it is neither 
here nor there, but I should agree with 
that; supposing the debenture or other 
security is in course of maturity before 
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it matures, supposing default is made 
in respect of the payment of the in- 
terest or dividends upon it, how would 
that. affect the propriety of what you 
have spoken of? A.—It is a very 

hard question to answer, because we 
' have never had such a case. 

Q.—You have never had a case in 
which a security you held defaulted in 
interest? A.—We have never had a 
bond or debenture in which there has 
been default in interest. 

Q.—You say it is a hard question 
to answer, because you have not had 
to deal with it in practice? A.—No. 

Q.—If you had not thought about 
it I do not know that I would trouble 
you to answer that? A.—No, I do 
not see the purport of it as applied to 
us, because we have had no experience. 

Q.—It might apply to others, but it 
does not apply to the North Ameri- 
can? A.—If we have any sins to ans- 
wer for we are glad to admit them; 
of course that opens up a broad ques- 
tion. 

Q.—I was desirous, if I could, to get 
from you just a statement of the pro- 
per principle upon which an insur- 
ance company ought to proceed in 
such a case, but if you have not con- 
sidered it I won’t trouble you with 
it? A.—On that point if you desire 
information you might get it from 
the Standard Life, because they had 
a suit in connection with some one of 
those small towns down east in con- 
sequence of the default in payment of 
interest and principal, and I think 
they had to get some legislation in 
connection with it. 

Q.—There is just one other feature 
I have to ask you about, if you have 
considered it; supposing there is a 
fluctuation in the market value of 
such a security as we are speaking 
about, due not to any imperfection in 
the security itself, but due merely to 
an alteration in the current rate of 
interest, would that have any effect 
at all upon the proper practice to be 
pursued in respect to what you have 
told us? A.—Supposing a company 
carries its assets at the market value 
at the end of one year, and take the 
year 1903, when there was a serious 
slump, gilt edge securities went down 
ten or fifteen points, and it would be 
the duty then to adjust its assets ac- 
cordingly. 

Q.—Take one asset by itself, take 
a municipal debenture, in the muni- 
cipal debenture as to which you have 
no doubt whatever that in the end 
you will get all your interest and all 
your principal; supposing in the mar- 
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ket that debenture cannot be sold for 
what it could last year, because the 
rate of interest is more stringent, 
would that have any effect upon the 
propriety of keeping track of your in- 
terest and your principal in the way 
you have stated? A.—No, not if a 
company entered the security at its 
book value of its cost value. 

Q.—Which of course you did in the 
illustration you were giving me? A. 
—yYes, every one of our debentures are 
entered at cost value. 

Q.—You would not make any alter- 
ation in your book-keeping by reason 
of any fluctuation due entirely to the 
change in the rate of interest? A.— 
No; there is a reason for that; you 
purchase a security, a debenture, to 
pay a certain rate of interest, and you 
leave it at that till maturity; and it 
does not affect your position whether 
it is in the market only worth 98 or © 
97; you know at maturity it is going 
to be par, and you are holding it; 
and of course there is this addition, 
in a company that was trucking and 
trading its securities the position 
might be different, but taking our own 
company we have never sold a deben- 
ture, we have never traded a security ; 
they are bought for permanent in- 
vestment. 

Q.—You buy to hold? A.—Yes. 

Q.—I am of course only dealing with 
the practice that would be proper in 
a properly conducted company? A.— 

es. 

Q.—Let us come back to the main 
channel again, this profit and _ loss 
statement for 1905. You have among 
your gains here reserves released by 
surrender and lapse less surrender 
value allowed so much, making a total 
gain of the difference ninety thous- 
and odd dollars? A.—yYes. 

-Q.—I want to ask you a question or 
two about gain on surrenders and then 
a question or two about the gains on 
lapses. The gains on surrenders—I 
should remind you first that you told 
me yesterday that the reserves on the 
business for 1905 have temporarily at 
all events to be made good out of the 
moneys attributable to other policies? 
A.— Yes, 

Q.—This gain by reason of the sur- 
render of a self-supporting policy will 
go in the first instance to make good, 
I mean theoretically at all events, it 
will go to make good the loss which it 
has temporarily sustained by virtue of 
having to make good the reserve for 
1905—that is right, is it not? A.— 
Tf you will allow me I will answer the 
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question in my own way; you are now 
touching on an actuarial point. It 
has been the recognized practice by 
the leading actuaries in Great Brit- 
ain that whenever a good life leaves 
the books of its own accord it should 
leave something behind to assist the 
company to re-place that life with an 
equally good one; that is known as a 
surrender charge, and therefore when 
a man applies for a cash surrender 
value, which all the companies now 
grant, but used not to do, they make 
a charge on him for deserting the 
ranks of the policyholders of the com- 
pany, and that may be justly used to- 
wards re-placing new lives on the 
books. 

Q.—That is another question, but 
that enters into what you are just 
telling me; in respect. of policies which 
lapse after the payment of one prem- 
ium, as you told me yesterday, there 
is always a dead loss? A.—It has 
been provided the previous year. 

Q.—There is a dead loss in respect 
of that particular policy, that is that 
particular policy has not paid its own 
way? A.—I mentioned yesterday that 
any policy issued by a company now 
’ does not pay its way the first year. | 

Q.—That is what I am _ speaking 
about; therefore if it lapses after the 
payment of the single year’s premium 
that is a loss that is never made good 
at the expense of that policy? A.—Of 
course there must be a beginning, at 
least we assume so; at the beginning 
a company has provided certain re- 
serves for one year, for certain poli- 
cles, never mind from what source 
that came, that is at the out-set; if 
the policy is not kept up the second 
year, that sum falls into the com- 
pany’s hands, it is still in reserve, and 
it assists to place the reserve on a 
new policy. 

Q.—It is not sufficient to do it ot 
itself without any aid from other 
sourcesP A.—It is a large assistance 
and then you have— 

Q.—But it is an assistance? A.— 
Certainly it is. 

Q.—And that does not make the pol- 
icy which lapses at the end of the first 
year clear of debt, that is you are 
keeping an account of that particular 
policy, between that policy and the 
company, what you received in re- 
spect of it and what it has cost you— 
A.—Theoretically sir, you can put 
down one and demonstrate something, 
in actual practice cu cannot work 
it that way. 

Q.—Tell me whecher that is so, be- 
cause thai is another matter I should 
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have thought that was not open to 
controversy, that if you keep an ac- 
count with the policy itself as between 
the policy and the company, what it 
has realized to the company, what it 
has cost the company—A.—We do not.’ 
keep an individual account of each 
policy. 

Q.—But if you did? A.—We group 
them. 

Q.—If you did keep an account with 
the individual policy that policy laps- 
ing at the end of the first year with- 
out the payment of a second premium 
would be on the wrong side of the ac- 
count as far as the company is con- 
cerned? A.—Every one knows that it. 
does not require an insurance expert 
to answer that. 


Q.—An insurance expert can answer 
it perhaps with more effect? A.— 
Well. 

Q.—Are the reserves which are put 
up in respect of the business, 1904 for 
instance, the reserves put up in 1904, 
affected by these reserves released ? 
A.—This is 1905. 

Q.—No, 1904, the year prior to 1905, 
reserves released by surrender and 
lapseP A.—They are released during 
1905. 

Q.—But they are reserves in re- 
spect of previous years? A.—Yes. 

Q.—You understand what I mean? 
A.—Yes; of course the policies have 
gone off the books. 

Q.—Yes, otherwise they would not 
be surrendered or lapsed? A.—Yes. 

Q.—But those reserves which are re- 
leased are reserves in respect of other 
policies than policies issued in 1905? 
A.—Certainly. 

Q.—In your gains by reserves re- 
leased by surrender you include mon- 
eys that the company makes by the 
surrender vaiue not being claimed, do 
you not, by those who, according to 
their policy, are entitled to that? A. 
—No, they would come under the head 
of lapses. 

Q.—I will keep them under that 
head, and I will come now at once to 
that head, lapses; you have a form of 
policy—this is your present standard 
form of policy of the class? A.—Yes, ° 

Q.—This is at the age of 24; there 
iS &@ provision.in the policy ‘‘That. after 
the payment of three full years prem- 
ium the insured or the legal holder 
hereof, shall be entitled to paid-up- 
term insurance on the terms and con- 
ditions provided in clause (F) hereof.’’ 
‘“(2) If after the payment of three full 
years’ premiums this policy shall lapse 
as indicated in provision (C) hereof 
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the company will upon application, the 
payment of all indebtedness hereon’’ 
—that means if there is a loan on the 
policy? A.—Yes. 

Q.—‘‘And the surrender of this pol- 
icy and the last renewal premium re- 
ceipt, within three months after such 
lapse, endorsed hereon the amount of 
non-participating ‘paid-up insurance 
to which the legal holder may become 
entitled as stated in the within table, 
or pay its cash value as specified in 
said table?’”? A.—Exactly. 


Q.—You observe that that makes it 
necessary for the holder of the policy, 
once he has failed to pay his premium, 
to make an application to you for the 
surrender value? A.—That is the con- 
tract. a 

Q.—And it requires him to make that 
application within three months? A. 
—Yes, 

Q.—If the three months go by that 
is not refunded to him according to 
the contract, he does not get the sur- 
render value, that is the plain provi- 
sion? A.—That is the contract. 

Q.—Then in your gains by reason of 
reserves released by lapse you include 
such things as those? A.—Yes, ex- 
actly. 

Q.—Those are gains which manifest- 
ly are made at the expense of policy- 
holders other than the policyholders 
who insures in 1905? <A.—Yes. 

Q.—We will look at provision (C): 
“If a note, cheque, draft or other ob- 
ligation given for the first or any sub- 
sequent premium or any part thereof, 
or any renewal of any such note or 
other obligation or part thereof be not 
paid when due the policy will thereup- 
on cease to be in force without any 
notice or act on the part of the com- 
pany.”’ You see when you _ have 
turned back to paragraph 2: ‘“‘If after 
the payment of three full years’ prem- 
iums this policy shall lapse as indi- 
cated in provision (C)’’—that is by 
virtue of non-payment of note, or 
cheque or other obligation given for 
premium? A.—Yes. 

Q.—Supposing there has been no 
cheque or note or other obligation 
given for the premium, does paragraph 
2 of your policy apply, in your prac- 
tice do gou make it apply? A.—Let 
me understand you. 

Q.—You see it says if this policy 
shall lapse as indicated in provision 
(C); supposing there is no note at all, 
but it lapses by virtue of non-payment 
of the premium, what is your com- 
pany’s practice? A.—The policy 
ceases to be in force, and he has the 
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right to apply within three months 
for the surrender value. 

.—In practice you make this para- 
graph 2 apply to that case? A.—It 
is contractual, it is dependent upon 
the payment of the premium. 

Q.—This is clause 1—application 
within the three months is required? 
A.—That is after three full premiums 
have been paid. . 

Q.—I am speaking of that case, be- 
cause if three full premiums are not 
paid then that does not arise? A.— 
No. 

Q.—In practice you treat paragraph 
2 of your policy as applicable to cases 
not only where there is default in pay- 
ment of note, but where default in 
payment of premium occurs for which 
no note has been given? A.—Cer- 
tainly. Would you allow me to say 
there, because as you are aware the 
continuance of the contract depends 
upon the payment of the premium in 
some form or other. 

Q.—I want to call your attention 
to conditions (B) and (F). Condition 
(B) is (Reads): Condition F is (Reads). 
You observe that that only provides © 
for the term insurance? A.—You see 
he has the option. 

Q.—And (F) by itself only provides 
for the term insurance? A.—yYes. 

Q.—And that must be applied for 
within the period of grace? A.— 
No, within a period of six months. 

Q.—No, he can do it after the period 
of grace within six months by giving 
satisfactory evidence of healthP A. 
—-Yes, that is what I meant. 

Q.—Supposing he gives no satisfac- 
tory evidence of health, he has to do 
mat within the period of graceP A. 
—Yes. 

Q.—Or do you apply paragraph 2 of 
the main body of your policy to him? 
A.—No, that extended insurance, as 
it is called, is not automatic, it does 
not go into force unless the contract 
is complied with and he applies for it. 

Q.—Then he has to apply for it with- 
in the days of grace? A.—Yes. 

Q.—He does not get any three 
months then? A.—No. 

Q.—If he has not given a promissory 
note for his premium he has only the 
days of grace? A.—That is all, that 
is the contract. 

Q.—I am trying to get if possible from 
you the views you entertain about 
this policy, because it will be the duty 
of the Commission hereafter to enquire 
into that. I find a heading on the 
third page of the policy: ‘‘Table guar- 
anteed loans and surrender values as 
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stated before.’”’ ‘‘After three or more 
full years’ premiums shall be paid, 
and during the continuance of this pol- 
icy, the legal holder will be entitled 
to a surrender value in paid-up or ex- 
tended insurance or cash or to a cash 
loan as indicated in the following 
table’’—does that stand by itself as 
a guarantee, or is that involved with 
other conditions of the policy? A. 
—That is involved with the other pro- 
visions. 

_Q.—That would be your construc- 
tion of it? A.—My construction and 
practice is that with regard to the 
cash value and the paid-up insurance 
a3 has the time in which to apply for 
it. 


Q.—When you say time, the three 
months? A.—The three months, yes, 
but with regard to the extended in- 
surance it must be applied for within 
the days of grace. 


Q.—This says, ‘‘After three or more 
full years’ premiums shall have been 
paid and during the continuance of 
this policy?’’ A.—Yes, but that would 
not over-ride the conditions of the con- 
tract. 

Q.—But the conditions of the con- 
tract only apply in terms to the case 
where there is a note outstanding? A. 
—We apply it in this way— 

.—A moment ago you said if there 
was a note outstanding under F you 
would only give him the difference, of 
course? A.—If there was no note, 
that is the extended insurance, that is 
correct, but so far as paid-up and cash 
value is concerned there is time in 
which to apply for it. 

Q.—Paid-up or cash value, I under- 
stand now what you mean, the paid-up 
or cash value you will allow him al- 
though it says during the continu- 
ance of this policy, you will allow him 
the three months? A.—Certainly. 

Q.—Applying paragraph 2 of the 
policy to it? A.—Yes: 

.—If he asks for term insurance 
cnly that he has to apply for? A.— 
During the days of grace. 

Q.—In any case he has to apply? 
A.—Exactly. 

Q.—Have you a considerable body of 
the lapsed policies in respect of which 
the policyholders omit to make appli- 
cation, and in respect to which you 
get all the reserves? A.—I could not 
answer that, for I have not examined 
into those details lately, but our ex- 
perience is this, that, and I think it 
is common with all companies, that 
the termination of a policy, the term- 
inations the first year are the heavi- 
ert; there are some terminations the 
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second year, then the third year they 


are comparatively light. 


Q.—These cards are a few of a very 
considerable number which have been 
furnished us by your people—you re- 
cognize what these cards are? A.— 
Copies of our cards. 


Q.—This is the case of a gentleman 
who is insured for $5,000, it was a 
twenty-life policy? A.—Yes. 

Q.—Then the premium was $155.50. 
He paid seven premiums, the reserve 
on his policy was $624.20—stop me if 
I am going wrong—the cash value or 
guaranteed table of values would be 
$351; that is given us as an instance 
of money not claimed and which the 
company has kept, do you recognize 
that—may I put it so upon the notes? 
A.—Why certainly, whatever comes 
from our office we are willing for it to 
go on the notes. I happen to know 
something about this case, and this 
party is living in England, he former- 
ly lived in Toronto; we corresponded 
with him, did everything we could to 
induce him to apply for re-instatement 
and to deal with the policy, and he 
would not do anything; that is all 

here is to that, as far as I remember. 


Q.—Do not say that is all, because 
T understand these are the forms which 
vou send out when a premium has been 
allowed to go by, are they? A.—That 
is in the case of a note. 

Q.—Take the other one? A.—That 
is a note also. 

Q.—You will perhaps tell me whether 
there is any difference in the form of 
notice where it is not a note? A.— 
It might be adjusted, I am not certain 


| about that. 


Q.—Perhaps I had better get this 
from somebody in your office? A.— 
Yes, 

Q.—What I call your attention to is 
in the form of notice you have adopt- 
ed, you do not intimate to the person 
to whom you send the notice that he 
has to make any application within 
any particular time— you _ observe 
that? A.—We have a form, it should 
be here, that we send out. 

Q.—I would like to see such form if 
there is one? A.—We have a form in 
which we send out for parties to apply 
for re-instatement, urging upon them 
to do so. 

Q.—That is a different thing; I 
want to know whether there is any 
notice you send out in reference to a 
person to whom it is sent that he will 
not get the surrender value which you 
have guaranteed to him unless he 
makes an application for it within a 
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certain time? A.—I do not know that 
we have. 

Q.—Here is another; a lady who 
took a fifteen year endowment policy, 
who paid six premiums, the reserve on 
her policy was $318.08; the cash sur- 
render value was $209.60, and that 
she forfeited by not applying? A.—I 
suppose that is correct. 

Q.—Another case, a 20 year life pol- 
icy, paid seven premiums, the reserve 
was $134.34, cash value $76.17, and no 
application made, and the cash value 
retained by the company. Another, a 
20 year life policy for $1,000, nine pre- 
miums paid, the reserve $177.33, the 
cash value $104.45; no application 
made, money retained. This is the 
last I shall put upon the record. Here 
is a case of a twenty year life policy 
for $1,000 by a gentleman in New 
Brunswick, 13 premiums paid, the re- 
serve $262.88, the cash value $165.88, 
and the cash value retained, never ap- 
plied for. 

Q.—MR. SHEPLEY: I will put in 
the form of policy I referred to. 
(Marked as Exhibit 185); also the two 
forms of notices (Marked as Exhibit 
136), and this bundle of cards (marked 
as Exhibit 1387). 

JUDGE MACTAVISH: Have you 
another form of notice? A.—Yes; we 
will put them in. 

JUDGE MACTAVISH: They can be 
attached to exhibit 136. 

MR. SHEPLEY: At page 166 of 
the Executive Committee book this has 
just been collected at random, 1901, at 
a meeting of the Executive Committee 
two claims were considered, and one of 
them was manifestly a lapse, because 
it says: A letter from a certain firm of 
solicitors re policy number so-and-so 
on the life of Mr. So-and-So, was 
lapsed on the 5th February, 1901, for 
non-payment of premium, was ‘consid- 
ered, and payment of the surrender 
value thereof as a special case was ap- 
proved; are you aware of what cir- 
cumstances create a special case for 
the purpose of waiving this lapseP A. 
—I do not know this special case, but 
of course it would be within the power 
of the directors to do that, and there 
would be special circumstances; for in- 
stance we will take a hypothetical case, 
supposing a person entrusted another 
with a premium to pay to the com- 
pany, that person failed to pay it for 
the insured; the insured subsequently 
dies, and those facts were brought out, 
it was through no fault of the insured ; 
that would be a case for special con- 
sideration. 

Q.—That is not a case perhaps ex- 
actly of the kind I am speaking of; 
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supposing a policyholder does not die 
at all; if he did not pay the premium 
and more than three months go by, 
what circumstances would make a 
special case for the waiving of the ap- 
plication within the three months—if 
you do not know any special case your- 
self you perhaps cannot answer it, ex- 
cept hypothetically? A.—Of course so 
many cases arise you have to take each 
particular one on their merits. 


Q.—Does your company—you' can 
answer me this—does your company in 
the majority of cases waive that three 
months so far as the surrender value 
1s concerned, or does it in the majority 
of cases adhere to the requirement of 
three months’ notice or whatever no- 
tice is required? A.—I do not think 
we strictly adhere to it. 


Q.—When you say you do not think 
so what have you in your mind, have 
you any definite practice upon the sub- 
ject, or are you just speaking as it 
strikes youewithout regard to what has 
been done? A.—TI know the rule has 
been waived. 


Q.—But you do not know how often? 
A.—No. 


Q.—Do you know also that the com- 
pany has declined to waive it in other 
cases P A.—Yes, under certain cir- 
cumstances. 


Q.—When you say under certain cir- 
cumstances what have you in -your 
mind? A.—That is to say, supposing 
four months had elapsed and a person 
gave special reasons why they had been 
unable to apply for the surrender val- 
ue their case would be considered on 
its merits, supposing one year had 
elapsed their application would be de- 
clined. 


Q.—Mr.: Patterson asks me to ask 
you whether you remember a _ case 
where a note was sent and not re- 
ceived? A.—Yes, I do remember a 
case of that kind. 


Q.—And that was considered, I sup- 
pose Mr. Paterson intends to bring 
out, a case in which you would waive? 
A.—Yes. 

Q.—You cannot of course give me an 
approximate idea of the amount which 
the company makes by reason of the 
failure to apply year by year? A.— 
No, I could not. 

Q.—You could not give me it in per- 
centages, say in the year 1905 you 
could not say what percentage of the 
amount shown on this profit and loss 
statement would be made in that way? 
A.—No, but if it was desired we could 
have an analysis made of it. 
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Q.—You see that of course includes 
surrender? A.—That is the margins 
from surrender. 


Q.—$220,000 of reserves released and 
the surrender values which have been 
allowed are only $130,000, you cannot 
tell me of course what proportion of 
the $90,000 so saved would be in re- 
spect of these moneys like thisP A. 
—Well, it would only be a moderate 
sum. 

Q.—It would be something? A.— 
It would be sure to be some trifling 
sum. 


Q.—I would rather you would put 
it moderate sum, because you are only 
guessing at it? A.—It is immaterial 
to me. 


Q.—Had you any connection with 
the framing of that policy in the way 
it is framed? A.—No. 

Q.—Do you know anything about it 
by reputation in your company or 
otherwise? A.—Yes. 

Q.—Why was it thought desirable 
to compel an application for guaran- 
teed cash surrender value within a 
specific time otherwise forfeiture? A. 
—TI suppose because it had always been 
the practice of the company. 

Q.—Can you say anything by way of 
reasoning to justify such a practice 
as between the company and the per- 
sons whom it has insuredP A.—I 
have nothing to say outside of the con- 
tract. 

Q.—But do you justify the contract 
as a fair contract, and if so upon what 
grounds? A.—It is a matter of con- 
tract, and we give the party a certain 
time in which to apply for that sur- 
render value; if he fails to do it it is 
a benefit to the other members. 

Q.—I suppose you are not one of 
those who think that the great mass 
of people who insure read and under- 
stand every clause in their policy, you 
know that is not so, don’t you, that 
the great mass of people really do not 
appreciate the niceties of their poli- 
cies at allP A.—You can go further 
than that and many of them do not 
know the name of the company they 
are insured in. 

Q.—The less will be absorbed in the 
greater? A.—I think so. 

Q.—Give us your opinion as to the 
fairness under those conditions, know- 
ing that these niceties of expression in 
a policy are not appreciated by the 
person who holds the policy in the 
great majority of cases—do you still 
consider it fair to apply to him that 
sart of contract? A.—We make every 
- the agent and also ourselves make 
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every effort to induce the party to 
renew. 


Q.—But that is not quite getting to 
my point; if he is financially unable 
to renew? A.—Well, the cases you 
have quoted are exceptional. 


Q.—I am inclined to accept that 
too; but they might happen to a-great 
body of policyholders if they had no- 
body to advise them; is it a usual pro- 
vision among other companies? <A.— 
Well, companies have different con- 
tracts. 


Q.—You can tell me whether that is 
a usual provision? A.—<As to the cash 
surrender value? 

Q.—As requiring application to be 
made within a specific period, other- 
wise no guaranteed cash surrender 
value paid? A.—I believe it is so 
in Many companies. 

Q.—Just one other question, do you 
think it is fair to frame a notice after 
a premium has been left unpaid, which, 
omits to state to the person who has 
failed to pay the premium that if he 
is to get the benefit of his contract he 
must make an application within a cer- 
tain time—would you rather not an- 
swer that? A.—TI really have not con- 
sidered it, because our practice has 
been to follow them up closely. 

Q.—To follow them up closely to get 
them to pay the premiums? A.—Yes, 
so that I really have not considered 
the other points. 

Q.—Not to follow them up closely to 
give them their cash surrender value? 
A.—Yes, we are desirous of doing so 
every time 

Q.—Mr. Paterson asked me to put 
a question to you, I have no objection 
to doing so, but I should have thought 
the answer was patent to everybody ; 
supposing a man does not pay his 
premium, is it to the advantage of 
the company to get him to pay it, or 
is it to the advantage of the company 
that he should let it lapse? A.—It 
is to the advantage of the company to 
have him renew it, and I think every 
company makes a strong effort in that 
direction. 

Q.—I leave that, and we will return 
to the main channel again; the next 
question I ask you about this profit 
and loss statement for 1905 is this; if 
your Company adopted the method of 
dividing its profits yearly would the 
effect— A.—(Mr. Goldman speaks to 
Mr. Shepley aside). 

Q.—MR. SHEPLEY: Mr. Goldman 
tells me I had better take that up with 
Mr. Kilgour. 
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MR. GOLDMAN: We would only 
have to go over the same work twice. 
MR. SHEPLEY: Would you rather 
I take up the significance of this sum- 
mary of lapses with him also? A.— 
es. 

Q.—This is, I understand, the loan 
agreement which is made when you 
lend upon policies? A.—Yes. 

Q.—That is the present loan agree- 
ment; we are furnished with two loan 
agreements which have been formerly 
in force which have now been discon- 
tinued? A.—Yes. 

Q.—So that we have here altogether 
three forms of loan agreements, two 
of which have been discontinued, and 
of which is the current form in use. 
The current form in the third para- 
graph provides as follows: (Reads). 
oe appreciate the force of that? A. 
—Yes. 

Q.—If the interest is not promptly 
paid then you have the right to make 
the whole principal due? A.—Yes. 

Q.—Irrespective of the death of the 
person altogether, and irrespective of 
the due date of the loan arriving. 
Then paragraph 5 is (Reads para- 
graph 5). You see that clause? A.— 
Yes. 

Q.—What is the object of that 
clause? A.—Just what it says, to 
compel payment of the interest. 

Q.—Or to compel payment of the 
premium? A.—Both, of course. 

Then comes the sixth paragraph, 
‘‘In the event of default in payment 
of the said interest or of said loan, or 
of any premium on the said policy for 
one month after they respectively shall 
become due, the said policy shall be 
deemed to be and shall be in effect, at 
the option of the said company, sur- 
rendered to the said company, without 
any notice or any act by either party 
hereto, at the customary cash surrend- 
er value then allowed by the com- 
pany for the surrender of policies 
of this class, the said company in 
that case being liable to the said 
borrower for the return of the bal- 
ance only,’ etc., ‘‘after deducting 
interest and other expenses.’’ Why 
was it thought desirable to bring 
about an automatic surrender to the 
company without notice, if interest 
was not paid? A.—Well, the party 
has been given notice, and then he is 
also given a second notice, giving a 
month’s grace. 

Q:—There is no month’s grace on 
the interest? A.—There is a month’s 
grace on the premium. 

Q.—No month’s grace on the inter- 
est; and then it says, ‘‘In default of 
the payment of the interest for one 
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month after it becomes due the policy 
is to be deemed to be surrendered 
without any notice or any by either 
party?’ A.—Is that not a month’s 
grace on the interest? 

Q.—I will accept that? A.—That 
runs concurrently with the premium. 

Q.—It runs concurrently with the 
month’s grace on the premium? A. 
—Yes. 

Q.—‘‘In event of default in the pay- 
ment of the interest for one month 
after it becomes due the policy is to 
be deemed to be surrendered to the 
company without any notice or act by 
ie company or by the insured?” A. 
Yes: 

Q.—What do you say about that? 
Why did your company think it desir- 
able or proper to compel the automatic 
surrender of a policy upon which a 
loan has been made, if interest was 
not paid within a month after it be- 
came due? A.—Well, we give the 
party the option to apply for re-in- 
statement, and we must have a ter- 
mination of the contract some time; 
we cannot keep them outstanding for- 
ever. 

Q.—Can you imagine such a case— 
because there must, of course, be such 
cases—where interest may be in de- 
fault for a month without any default 
of premium at all? A.—Well, it is so 
many years since I have had to do 
with the details that I could not an- 
swer definitely. 

Q.—Supposing the interest is pay- 
able on the Ist February in any par- 
ticular year, and supposing the prem- 
ium is not payable till September? 
A.—Ah, but allow me to explain: to 
prevent anything of that kind occur- 
ring, when we make a policy loan, it 
is made so that the premium and the 
interest fall due on the same day. 

Q.—Is that your invariable prac- 
tice? A.—That has been our prac- 
tice for years, to prevent just such a 
thing arising as you have mentioned. 

Q.—In other words, to make the 
whole thing consistent, so that the 
forfeiture or lapse or surrender may 
be brought about automatically? A. 
—Yes. 

Q.—‘‘If the loan or any part thereof 
shall be unpaid on the date at which 
said loan becomes due and payable, 
or at the time of the decease of the 
party, the company is liable for the 
payment of the balance of the pro- 
ceeds, after deducting the amount un- 
paid and all other indebtedness.’’ 
Then there is the other condition, ‘‘All 
the conditions, limitations, and _ re- 
quirements of the policy, except as 
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hereinafter modified, remain in full 
force?’ A.—Yes. 

Q.—If the cash surrender value of 
the policy exceeds the amount of the 
loan, so that there is a balance coming 
to him, the three months’ clause and 
the one month’s clause in the policy 
will apply? A.—Yes. 

Q.—And he must make application 
within these periods or he loses that? 
A.—Yes. 

Q.—I suppose you do not lend up to 
the full surrender value of the policy? 
A.—Well, we lend up to within almost 
the full surrender value, yes. 

Q.—You do not lend all the surrend- 
er value; you retain a margin? A,— 
A very small margin. 

Q.—And the surrender value of the 
policy increases from year to year? 
A.—Yes. 


Q.—And after a loan has been on 
foot for three of four years you have 
ample security, of course? A.—Oh, 
es. 

: Q.—Then when the security is ample 
—it is always in a sense ample—but 
when it becomes ample, why retain a 
provision which enables you to appro- 
priate the margin in the security for 
want of an application? Does that 
seem fair to you? A.—Well, we make 
an effort to reach the party. 

Q.—To get him to pay? A.—Yes; 
and he has the opportunity to apply, 
and it is unnecessary to say to you as 
a lawyer that we must have a con- 
tract at the outset to protect the com- 
pany. 

Q.—Oh, of course? A.—And you 
cannot change that from year to year. 

Q.—Your former loan form, the first 
one that I look at, has this clause in 
it, ‘“Provided that the said policy shall 
lapse and cease and determine in case 
of any default in the payment of any 
interest or principal, but the company 
may, at its option, reinstate the same 
on application in writing, and satis- 
factory medical evidence, etc., ap- 
proved by the company, but if the said 
policy lapses, as aforesaid, the said 
company shall pay its cash surrender 
value, computed according to the com- 
pany’s rules, in satisfaction in full of 
the policy, and deducting principal 
and interest due on said loan.’’ There 
you bound yourself to pay the margin 
of the surrender value. Why was 
that departed from? A.—yYes, that 
is an old form. I cannot tell you why 
the change. It may have been under 
the solicitor’s advice. 

Q.—Then the other form, in former 
years, has the same provision in it.You 
do not suggest do you, that under 
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those forms, in respect of the matter 
that is being spoken of, the company 
ever suffered any loss? A.—I do not 
know. 

Q.—Or was ever at any disadvan- 
tage? A.—I do not remember. We 
are anxious to have the policyholders 
maintain their policies. We make 
every effort in that direction. 
aanin loan forms fyled as Exhibit 

Q.—We have had certain figures fur- 
nished us with respect to the results at 


. certain ages in respect of certain forms 


of insurance? A.—Better take that 
with Mr. Kilgour. 

Q.—Then perhaps I had better also 
take with him the proportion of poli- 
cies reaching the end of the invest- 
ment period? A.—Yes, it all comes 
in that. 

Q.—No, this is a matter which has 
something to do with that, but I must 
take it up with you as far as I can. 
You will remember the case of a man 
named Douglas in October last year, 
with whom you had some correspon- 
dence? A.—Yes, I remember some- 
thing about it. 

Q.—It arose in September, and I 
think was not finally concluded until 
March of this year, I will just ask 
you to verify this correspondence as I 
read it and put it in. Your agents 
in Dawson are Seers & Smith? A. 
—Yes. 

Q.—And this is a letter written by 
you to them on the 9th September, 
1905? <A.—Yes. 


Q.—‘‘This policy matured on the 5th 
ultimo, but through oversight the 
usual notice was not sent forward. We 
are, however, enclosing the company’s 
cheque,’’ etc. Then you have a letter 
to your secretary of the 14th October, 
“‘T am in receipt of a communication 
from Messrs. Seers & Smith, of Daw- 
son City, that they have received 
cheque for $947,” etc. ‘‘They state 
that Douglas refused to accept the 
cheque.’ That is right? A.—Yes. 

Q.—Then on the 28rd October you 
answer that letter ‘‘We have your 
favor of the 14th,’’ etc. ‘‘As sur- 
mised by you, the policy was issued 
on the ordinary quinquennial system,”’ 
etc. Then there are some letters which 
I need not read. On the 13th Janu- 
ary Seers & Smith wrote you ‘Your 
favor of the 15th to hand. F (Reads) 
Then you send the policy. ‘‘Although 
we have succeeded in having Mr. Doug- 
las accept the cheque, he is anything 
but satisfied with the settlement and 
has done considerable talking about 
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it.’ Now, it is about those bonus 
additions that I want to ask you. Can 
I ask you about those, or shall I leave 
it for Mr. Kilgour? A.—I can answer, 
but it would all come under his exam- 
ination, so you might as well leave it. 


Q.—What I want to ask you is this: 
upon what basis were these bonus ad- 
ditions made? What was the method 
adopted in arriving at themP A.— 
Mr. Kilgour has prepared all that. 

Q.—I want, however, to call your 
attention to this, so that it may be ap- 
propriately upon the notes just here. 
It was a twenty year endowment: do 


you remember the age? A.—No, I 
do not. 
Q.—You do not remember the age? 
.—No 


Oa will have to get somebody who 
does? A.—yYes. 


(Correspondence Exhibit 139.) 

Q.—Then with regard to those mat- 
ters, had I better reserve those for 
Mr. Kilgour—that is the answer that 
has been made? A.—Oh, yes, itis 
all under the same head. It is offly 
a repetition. 

Q.—And you know perhaps about 
the Forbes matter, which is quite re- 
cent, within a year? A.—I do not 
remember it; no, I do not remember. 

Q.—Do you recognize that at all? 
Are you able to discuss this formula 
for arriving at surrender valueP A. 
—Well, you had better leave the whole 
thing with Mr. Kilgour. 

Q.—Perhaps you can tell me whether 
that is a formula in ordinary use, or 
peculiar to your company? A.—No, 
it would be an ordinary formula. 

Q.—Our information is somewhat 
different to that. However that is 
neither here nor there for the present ? 
A.—You have reference, Mr. Shepley, 
to the formula for the cash surrender 
value? 

Q.—Yes? A.—yYes, that was our 
old formula, and to bring it down to 
a practical term, it is known as five 
per cent. of the insurance value, but 
Mr. Kilgour will answer as to that. 

Q.—Now, there are some forms of 
insurance which you adopted I want 
to ask you a question or two about. 
You have what is called the five per 
cent, guaranteed debenture policy? A. 
—Yes, 

Q.—And you have what is called a 
seven per cent. guaranteed income 
bond? <A.—Yes. 

Q.—Is there anything in these titles 
in your view to indicate that you are 
guaranteeing five per cent. and seven 
per cent. respectively? A.—Yes. 
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Q.—What is the nature of the insur- 
ance; take first the five per cent. guar- 
anteed debenture policy, what is the 
nature of that, speaking generally? 
A.—It is a policy at maturity by 
death, or if on the endowment plan, 
at the expiration of the term under 
which the company, in lieu of the pol- 
icy, issue a debenture, to which is at- 
tached forty coupons, so that if it was 
$10,000, it would be $250 each half 
year, and at the end of twenty years 
will pay the face of the policy $10,000. 

Q.—What premiums do you charge, 
or, rather, let me put it in another 
way: what amount of insurance would 
be represented by the premiums which 
you charge, if you were insuring with- 
out regard to this provision for inter- 
est or income? A.—TI will tell you 
that in a minute. ' 

Q.—For instance, supposing you is- 
sue your debenture policy for $1,000? 
A.—Yes. 

Q.—What insurance on the other 
plan would the premium that you 
charge buy? A.—Take an age 35, a 
five per cent. debenture policy, paid 
by twenty payments, would cost $45.- 
75; an ordinary twenty payment life 
policy at the same age would cost 
$36.95. 

Q.—I would rather, if you can, you 
would put it the other way. Take 
your $45.75 premium, and tell me 
what insurance would be bought under 
the other plan? A.—It would pur- 
chase about $1,240. 

Q.—That is, if the man were in- 
sured in the ordinary way, at the ex- 
piration of the period he would be en- 
titled to $1,240 for that premium? 
A,.—At death. 

Q.—That is what he would be en- 
titled to, $1,240, for the same prem- 
ium? A.—Yes. 

Q.—Then take two men, one of whom 
buys this sort of insurance, and the 
other the ordinary sort of insurance, 
and supposing they are the same age, 
paying the same premiums and in- 
sured for the same amount and die 
on the same day; one man will get 
in cash $1,240? A.—Yes. 

Q.—And the other man gets what? 
A.—$1,000. 

Q.—Not then? A.—No, he gets a 
debenture payable in twenty years for 
one thousand dollars, with the coupons 
attached for another $1,000. 

Q.—That is five per cent.P A.— 
Yes. 

Q.—He gets $15 a year for twenty 
years, and then he gets his principal, 
the $1,000? A\—Yes; that‘ is, the 
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beneficiary ; one is exactly the equiva- 
lent of the other. 

Q.—Don’t say that yet. Why is it 
the exact equivalent of the other? A. 
—Because the payment of the $1,248 
or $1,240 would purchase that deben- 
ture. 


Q.—At what per cent.? A.—At the 
five per cent. 


Q.—At five per cent. would it? Do 
you say so, or is it 34? A.—At 33 
yes. 

Q.—At 33 per cent.? A.—Yes. 

Q.—Does it strike you that there 
is anything misleading about calling 
that a five per cent. guaranteed deben- 
ture under those circumstances? A. 
—I do not think so. We set forth in 
our literature exactly what it is. 

Q.—One man gets $1,240, and with 
. the $240 he can buy at 34 per Gent. 
another $1,000 at the end of twenty 
years, he can buy another $1,000 
spread over the twenty years; in other 
words he can buy an annuity of $50 
a year for 20 years. The other man 
is told he has got a five per cent. guar- 
anteed debenture policy, where it is 
five per cent. on $1,000, not upon 
$1,240. Do you still think that that 
is not misleading? A.—I do not think 
so. 

Q.—Take your seven per cent. guar- 
anteed income bond—perhaps I should 
ask you another question which would 
be common to both—of course what 
you are earning interest on yourselves 
is upon the reserve so far as these 
premiums are concerned? A.+-Yes, 
exactly. 

Q.—And you are not earning. inter- 
est at anything like five per cent.? 
A.—Very close to it. 

Q.—You are not earning it at five 
per cent.; I think you told me yester- 
day four and a fraction? A, At 
$4.85 on the mean amount of assets, 
but if you take the reserve alone it 
would be just about five per cent. 

Q.—Take your seven per cent. guar- 
anteed income bonds—what is the gen- 
eral nature of that insurance? A.— 
That is the contract under which it 
is issued on the fifteen and twenty 
year plans. Jf the insured lives to 
the end of the term the policy be- 
comes paid up in its terms; he is en- 
titled to withdraw the accumulated 
profits in cash, and he receives an an- 
nuity for life on the face of the pol- 
icy, and the policy is paid at his death. 

Q.—What has seven per cent. to do 
with it? Is that similar in principle 
to the, five per cent. ?), “That ’ 1s; sis 
there a sum provided which, at three 
and a half per cent., will give the 
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amount that is carried over? A.— 
Well, roughly you can put it that way 
but really what is called the seven 
per cent. bond is the ordinary fifteen 
or twenty year endowment with an an- 
nuity premium added to provide the 
annuity or part of it. 

Q.—The annuity premium that you 
add would be sufficient of course at 
the end of the endowment period to 
give more than $1,000? A.—Oh, yes 
—not the annuity premium itself, the 
total premium. 

Q.—The premium when increased by 
the annuity premium? A.—Yes. Of 
course as an illustration, take at age 
25, a fifteen year bond; while the party 
insured for $1,000 only, at the end of 
the term, if he does not wish to have it 
paid up and take the seven per cent. 
annuity, he is entitled to the guaran- 
teed cash value of $1,673. 

Q.—These are little printed pam- 
phlets issued by you? A.—Yes. 

Q.—One of which is the five per 
cent. guaranteed policy, and the other 
is the seven per cent. guaranteed in- 
A.—Yes, pertaining to 
those plans. 

MR. SHEPLEY: I will put in the 
form of each of these policies. I have 
only the seven per cent. guaranteed 
bond; I want the other, the five per 
cent. debenture policy, and I will put 
in the four, and the two little pam- 
phlets, and the two forms of policy as 
one exhibit. (Exhibit 140.) 

Q.—Now, I pass to an entirely dif- 
ferent subject. You have in your Act 
of Incorporation, as we pointed out 
yesterday, or rather in one of your 
Acts of Incorporation, you have a 
power in respect of investments in the 
United States, and the provision in 
your Act of Incorporation is ‘‘But the 
amount so invested in the United 
States: shall not at any time exceed 
the reserve upon all oustanding pol- 
icies in force in the United States? 
A.—Yes. 

Q.—That is the limitation, accord- 
ing to your Act of Incorporation? A. 
— Vos, 

Q.—You are, of course, familiar with 
the provisions of the Insurance Act 
upon the same subject? A.—Yes. 

Q.—And they are found in section 
50 of the Insurance Act? A.—Yes. 

Q.—We will refer to those, so that 
we may have them fresh in our minds 
before I ask you about your foreign 
investments; subsection three of sec- 
tion 50— 

‘‘Any such life insurance company 
may invest in foreign securities or 
deposit outside of Canada such portion 
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of its funds as is necessary or desir- 
able for the maintenance of any for- 
eign branch, provided that such in- 
vestment, when not required by the 
law of the country where such branch 
is established, but deemed desirable 
in the interest of such branch, shall 
not exceed $100,000 Canadian cur- 
rency.”’ 

Then subsection 4 reads— 

“Any such company doing business 
in the United States, in the event of 
the reserve or reinsurance value upon 
its outstanding policies in force in the 
United States exceeding the amount 
which may be invested or deposited 
under the authority of the next pre- 
ceding subsection, may invest a por- 
tion of its funds in the purchase of 
certain securities which are named— 
(certain United States securities)—but 
in such event the amount so invested 
or lent in the United States, includ- 
ing any sum invested or deposited 
under the authority of the next pre- 
ceding subsection, shall not at any 
time exceed by over ten per cent. the 
said reserve or reinsurance value of 
its policies in force in the United 
States, such reserve to be calculated 
upon the basis prescribed in this Act.’’ 

Do you conceive that you have any 
power of investment under the Insur- 
ance Act in securities in the United 
States otherwise than under the sec- 
tion I have just referred to? Do 
you conceive that the subsequent sec- 
tions help you at all, or modify at all 
the provisions of these sections? A. 
—TI have always been guided by legal 
advice on that. 

Q.—You will know what section you 
have been working under? A.—Yes. 

Q.—Have you been working under 
any powers derived otherwise than in 
your own Act and in the sections I 
have just referred to in the Insurance 
Act? A.—We have been guided and 
worked under the sections of the Act 
of 1899. 


Q.—To which I have referred, or are 
there others to which I ought to have 
referred? A.—TI think those you have 
referred to. 

Q.—Let us see if we agree. In 
your own Act you were limited to for- 
eign investments equal in amount to 
your foreign reserves, or reserves in 
respect of your foreign insurance? A. 
—Yes. 

Q.—I use the word ‘‘foreign’’ al- 
wavs meaning the United States? A. 
—Yes: they are United States bonds. 

Q.—Under the Dominion Act, the 
general Act, where you are exercising 
those powers, you are in a position to 
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fluctuate to the extent of ten per cent. 
you could exceed the amount of your 
reserves by ten per cent? Do you 
agree with that as the construction of 
these sections? A.—No, I do not. 

Q.—In what respect do you _ dis- 
agree? A.—TI disagree on the ground 
that we have a right in additions 
under section 3. 

Q.—To which I have referred? A. 
—Yes. 

Q.—To do what? A.—To maintain 
a certain amount for each branch. 

Q.—You observe that in the fourth 
section, which follows the third, to 
which I have just referred, the lan- 
guage is ‘‘In such event, the amount 
so invested or lent in the United 
States, including any sum invested or 
deposited under the authority of the 
next preceding subsection—that is sec- 
tion 3? A.—Well, of course, it is en- 
tirely a legal matter, and I was guided 
by our solicitors entirely about this 
matter. 

Q.—At present I am not at all con- 
cerned to quarrel with what you have 
done; I want to find out what you have 
done and what your views have been 
as to your powers? A.—My views, 
under the advice of Mr. Grant, who 
went into this matter with me from 
time to time, are covered ir my letter 
of March 3rd, 1906, to Mr. Fitzgerald. 

Q.—Then that is already upon the 
record, and we need not perhaps dup- 
licate it? $A.—No. 

Q.—At all events, there we will find 
the view which is by you entertained 
on behalf of your company? A.—Ex- 
actly. 

Q.—That is not only your view, but 
it is the company’s view? <A.—Ne- 
cessarily, 

Q.—Necessarily the company’s view ? 
A.—And confirmed from year to year 
by being passed by the department. 


Q.—I do not want to ask you to ex- 
press a legal opinion at all, but will 
you just look for yourself at the sec- 
tions to which I have referred—TI dare- 
say you are familiar with them? A. 
—I am familiar with the wording of 
them. 

Q.—What significance does your con- 
struction give to those words ‘‘Includ- 
ing any sum invested or deposited 
under the authority of the next preced- 
ing section? A.—Taking the two sec- 
tions 3 and 4 together, it is a techni- 
eal point involved, and I would not 
like to give an opinion. 

Q.—The words ‘‘Invest’’ and ‘‘de- 
posit?’ correspond with the two 
branches of subsection 3; first you may 
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invest any portion of the securities? 
A.—Would you allow me to take a 
hypothetical case P 

Q.—Yes? A.—Supposing we’ have 
a deposit of $250,000 in New York 
State; that you will come to presently ; 
of course Mr. Grant differs very much 
with the Department on that. We 
have a deposit of $250,000 in New York 
State; we are doing business in New 
Jersey, and deposit $100,000; we are 
doing business in the State of Michi- 
gan, and we deposit $100,000 there; 
and we are doing business in Illinois 
and we deposit $100,000 there. We 
are doing business in the State of 
Washington and _ deposit $100,000 
there, the directors deeming it desir- 
able in the interest of the branch to 
dc that—how would that be? 

Q.—You are stating hypothetically, 
of course—at all events, partially hy- 
pothetically—the circumstances under 
which you might exceed the limits of 
section 4 in your view? A.—Yes, 
but supposing we did make that de- 
posit— 

Q.—I will follow that out. Then 
the Reserves, of course, in respect of 
the business you were doing in the 
United States would always exceed the 
amounts of those deposits? A.—Sup- 
posing it was less? 

Q.—Would it not as a matter of 
fact— A.—The reserve would al- 
ways be less. % 

Q.—The reserve would always be less 
than the amount of the deposit? A. 
-—Yes. 

Q.—It is not as a matter of fact now 
in respect of what you have deposited? 
A.—No. 

Q.—It is much more, is it not? A. 
—Yes. 

Q.—It is much more than the 
amount you have deposited? A.— 
Yes. But supposing we had made 
those deposits, the deposits there would 
be in excess of the reserve now—I am 
taking a hypothetical case—what posi- 
tian would we be in? 

Q.—They would be in excess of the 
reserve now, but supposing you were 
making these deposits, you would be 
making those deposits with reference 
to the amount of the reserve on the 
policies in each particular StateP A. 
—I want to deal with the case actual- 
ly as it is. We are up against a 
straight proposition. The reserve is 
$369,000, or was at the end of the 
year; supposing we had made all these 
deposits, we would have them six or 
seven or eight hundred thousand dol- 
lars deposited in some of the United 
States. 
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Q.—Let me get that straightened 
out; because you may be quite right 
and I may be quite wrong. Is there 
any difference where deposits are re- 
quired in the United States from the 
requirements of our law which regu- 
late—I do not say that they measure 
exactly, but they regulate the amount 
required to be kept invested by the 
amount of the reserve? A.—Yes, 
there is a difference. Under the Do- 
minion Act one deposit covers the 
right of the company to transact busi- 
ness in this country. 


Q.—But you are required besides. 
that to maintain the reserves? A.— 
In the hands of trustees, or otherwise,. 
as the Act states. 


Q.—Yes?* A\—But in the United 
States, there are many States will 
not admit of your transacting busi- 
ness there without you make a special 
deposit, irrespective of the funds you 
may have deposited in other States. 
to cover reserve or anything else. 


Q.—What States are those? A.—I 
can tell you two or three; West Vir- 
ginia, Ohio, Massachusetts, and I 
fancy Wisconsin has lately adopted 
that law. 


Q.—How long had your company 
been investing in excess of the amount 
which Mr. Fitzgerald subsequently 
claimed was your limit? A.—How 
long have we had these investments ?’ 

Q.—Yes, I mean in excess? A.— 
Of his contention ? 

Q.—Yes? A.—Well, of course he- 
never made any contention. 

().—Well, in excess of the principle: 
laid down in the contention which he 
finally madeP A.—Oh, yes, yes. Of 
course no exception was taken to this- 
till this year. Let me see; I think 
it would be at the end of 1903. 

Q.—That would be the first? A.—: 
I think so. 

Q.—You told me yesterday, but I 
have not borne it in mind, because it 
is upon the notes, when did you ex- 
tend into the United States? A.—I 
think it was in 1900. 

Q.—Then by the end of 1903 you 
had exceeded in the United States in- 
vestments the amount which, accord-. 
ing to the Department’s contention, 
you would be entitled to have invest- 
edP A.—Ohk, under the ruling we 
would have exceeded it, I think in 
1902. 

Q.—You exceeded it, certainly, in 
1903 and then in 1904 you exceeded it, 
and the excess was taken notice of 
by the Department? A.—No, the ex- 


INSURANCE. 729 


SESSIONAL PAPER No. 66 


27th day, May 22nd, 1906. 


cess was not taken notice of by the 
Department, not until 1906. , : 


Q.—You are right; I see the date 
here? A.—yYes, but of course— 

Q.—Then you had exceeded it in 
1905? A.—But you have to remem- 
ber this, that during the time that 
the investments had increased from 
1903, so had the reserves jumped up 
proportionately ; so that actually there 
has been no increase since the end of 
1902, because the increase has only 
been pro rata with the increase in the 
reserve. 


Q.—You told me as a matter of fact 
that since the end of 1902 the only 
increases that have been made in your 
foreign investments have been what? 
Pro: rata you. said? A.—Pro rata to 
the increase in the reserve on the for- 
eign business. 


Q.—But you have always been since 
the end of 1902 exceeding the limit, 
applying the principle which the De- 
partment: has now laid down? A.— 
According to their present contention. 


Q.—Now the report of Mr. Black- 
adar refers in the first place to mort- 
gage loans, $116,901.72. Then bonds 
of the United States Corporation? A. 
—Those are deposited in the State of 
Minnesota, under the Act, 


JUDGE MACTAVISH: What year 
was that? A.—1906 sir. 1906 was 
the first exception. 

MR. SHEPLEY: But with respect 
to the business of 1905, for your re- 
turns of that year? A.—Yes. 

(Q.—$116,901.72 was the amount of 
mortgage securities which you say 
were deposited in Minnesota? A.— 
Yes, there was over $2,000 deposited 
there. Some of them had been paid 
off and they are on deposit there still. 

Q.—Then in the bonds of the United 
States Corporations you had bonds to 

2a book value of $569,000? O.—Exact- 
ly. 

; Q.—Then you had besides $277,300? 
A.—Those were loans. 

Q.—AIll loans on United States se- 
curities? A.—yYes. s 

Q.—And you had loans on the Co’s 
policies in the United States of $11,- 
601.30? A.—Yes. 

Q.—And you had cash in the banks 
$1.288.06. I am reading from a copy 
here, it is $208 in one place and $288 
in another? A.—Yes. 

Q.—That makes a total of $976,091.- 
08. And the reserve on foreign busi- 
ness at the date 3lst December, 1903, 
is said in this Report to be $369,969. 
That is right is it? A.—yYes, that 
would be taken from our return. 
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Q.—Then what is this about the 
Halifax stock, value in account $260,- 
641.60, what was the difficulty about 
that as you recollect, what was the 
contest about that and where was that 
in point of fact? A.—From our 
standpoint there was no contest. 


Q.—From the departmental stand- 
point. You can put the contest there 
if you like. A.—There has been no 
contest. They have written us one 
letter for the first time in 1906. We 


‘have replied and I suppose it is with 


the ministers of justice and we may 
get a ruling in one or two years, as 
we did in another case. 


Q.—That was not perhaps quite ne- 
cessary P A.—Well, we had it in 
another case. 

Q.—But you perhaps feel better that 
you have said it? A.—Well, I feel 
justified in saying it. I would like 
to here remark that we have never 
defied the Department. 

Q.—I am not suggesting anything 
ot that sort. A.—And if the Depart- 
ment had long ago ruled on this mat- 
ter they are taking up now, we would 
have been happy to submit it to our 
solicitors and had it considered. 


Q.—I understand you had submitted 
it to your solicitors, however that is 
beside the question. A.—I mean when 
they wrote this letter it was submitted 
to Mr. Grant and the reply was sent. 
Then to get at the Halifax; when we 
went into New York State the regula- 
tions there as to deposits were severe 
and we pointed out that under the re- 
ciprocal law they should allow us to 
deposit Canadian securities. They 
stated they would not accept the or- 
dinary Canadian Municipals with cou- 
pons attached ; owing to having a large 
amount of investments it was a nuis- 
ance to them, but they agreed if we 
could give them a registered security 
which is without a coupon, they would 
accept it. We ascertained that the 
city of Halifax issued their gold cer- 
tificates of the Funded Debt, running 
for 15 years, in place of debentures, 
and we acquired the sum necessary, 
which was $250,000, the face value, to 
deposit and they accepted that and we 
thought we had gained a great victory 
for Canada in having Canadian securi- 
ties recognized and admitted by an 
Insurance Department there for the 
first time. Now we are told that 
when a Canadian security gets to Al- 
bany, although the money is left in 
this country it then becomes an Ameri- 
can security. 
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Q.—Then the question was whether 
or not this which in its inception was 
undoubtedly a Canadian security be- 
came within the meaning of the sta- 
tute a foreign investment or deposit 
under the circumstances? A.—That 
is the question they have raised, and 
IT would like to ask you this question, 
sir, in that connection. 

Q.—I am afraid I cannot let you 

go so far as to ask me questions, be- 
cause in the first place my answers 
would not bind anybody, and in the 
second place they would probably be 
wrong. A.—I don’t think that; that 
is not the reputation you have, any- 
way. But I will put this case; when 
the 1899 Act was drawn, I will take 
a hypothetical case to start with, there 
came into the Canadian market a very 
cilt edged bond called Sao Paulo. That 
Company was incorporated in Canada. 
The question has arisen as to whether 
that can be construed as a Canadian 
investment. One lawyer has givey 
the opinion Yes. . Another lawyer has 
given the opinion No. Now I have 
no doubt that when Section 50 in 1899 
was introduced it was never contem- 
plated that a foreign corporation would 
be incorporated in Canada. Other- 
wise the words would have been added, 
‘neorporated and operated in Can- 
ada.’ Now likewise with the ques- 
tion of companies depositing outside 
of Canada, securities, it was never 
contemplated that those securities 
would be otherwise than American in- 
vestments, because such a thing had 
never occurred until we induced them 
to take our securities. Hence, in my 
judgment, and I am speaking of course 
as a layman, I may be all wrong in 
my reasoning, hence I thought in this 
Act a very wide construction should be 
given to it and that was the view of 
the late Mr. Grant. 
- Q.—Then we will go back for the 
moment to the language of the 3rd 
Section itself. ‘‘Any such Life Insur- 
ance Company may invest in foreign 
securities or deposit outside of Canada 
such portion of its funds as is neces- 
sary,’ andsoon. A.—Well. of coursé 
there the words funds and foreign se- 
curities may be read together. 

Q.—You may invest in foreign se- 
curities or deposit outside of Canada 
such portion of your funds. You may 
take your funds and invest them -in 
foreign securities or deposit them out- 
side of Canada. A.—You don’t de- 
posit the fund. The fund is the sum 
that you use for the purchase of securi- 
ties. I am sorry Mr. Grant was not 
here; he was going to be in this case 
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and was at Ottawa, but that was his 
construction. 

Q.—Then of course coming before 
the sum invested or deposited, includ- 
ing any sum invested or deposited 
under the authority of subsection 8, 
is not at any time to exceed 10 per 
cent. of their reserve. A.—There 
comes the conflict and there is a very 
nice legal point. 

Q.—Then excluding these Halifax 
bonds you were still very largely above 
the reserve? A.—Very little accord- 
ing to their reasoning. | 


Q.—If we take 260 from 9762 <A.— 


‘But that is a separate item altogether. 


That belongs to the State of Minne- 
sota. You cannot include that. That 
is under a separate deposit. 

Q.—I will come to that too. Ex- 
clude from the assets which amount to 
$976,000, these Halifax bonds and 
where do you stand? A.—Take out 
ane 277, it would leave roughly $700,- 

Q.—As against a reserve of 370? A. 
ries 10 per cent. which would make 

Q.—Now you spoke about excluding 
a the Minnesota deposit? A.— 

es 

Q.—On what ground would you ex- 
clude that? A.—Under the heading 
that the deposit desirable for the main- 
tenance of the branch, that was its 
original intention. 

Q.—That is deposited with the Gov- 
ernment of the State? A.—It was 
$200,000 and we are not writing new 
business there, it is too expensive, and 
we are having those mortgages paid 
off as they mature. 

Q.—The custody of those mortgages 
is where? A.—In the Superintendent 
of Insurance at St. Paul. 

Q.—A State official? A.—yYes. 

Q.—We won’t go over that argu- 
ment again, because we understand 
your position with regard to it? A. 
—But I may mention this, sir, that 
or course if the ultimate ruling was 
that a gilt edged Canadian security, 
when it reaches Albany becomes an 
American security, we would be com- 
pelled to bring that back here to Can- 
ada and place Americans there, on the 
cround that our Government says that 
Canadian securities are not good 
enough to deposit in a foreign country. 

Q.—Now you touched on a matter 
that was not perhaps relevant on an 
inquiry we were making at the mo- 
ment. but still a matter of interest, 
and I would like to get your view 


INSURANCE. 731 


SESSIONAL PAPER No. 66 


Q7th day, May 22nd, 1906. 


about that. You spoke of Sao Paulo 
securities? A.—Yes, 

Q.—That is a Company which you 
say is incorporated in Canada? A.— 
Yes. 


Q.—It involves in the first place 
Canadian capital? A.—I understand 
SO. 


Q.—That is the shareholders are 
Canadians? A.—Yes. 


Q.—The objects of the Company are 
altogether outside Canada? A.—AI- 
together, yes, 


Q.—And the Canadian capital em- 
barked in that undertaking is carried 
out of Canada and used in developing 
industrial and other schemes on for- 
eign soilP A.—Yes. 


Q.—yYour statement is that there 
are different opinions about whether 
that is a foreign investment or a Can- 
adian investment? A.—Yes. 

Q.—Have you an opinion yourself? 
A.—Yes. 

Q.—What is your opinion? A.—My 
opinion is that that should be consid- 
ered as a foreign investment and I 
don’t think it should come within Sec- 
tion 50 of the Act, and I so expressed 
myself in a letter to Mr. Fitzgerald 
on that subject. 

Q.—I do not know that that letter 
is part of the record yet. May I see 
it, because if it is not part of the re- 
cord I would like to have your view 
upon that put upon the record? A.— 
Allow me to point out what it is. 
These Sao Paulo bonds came upon the 
market and following the practise of 
the North American Life we wait until 
they are an earning power security be- 
fore we make an investment. We 
desired to make an investment we 
therefore wrote to Mr. Fitzgerald on 
the subject on May 19th, 1902, desir- 
ing an opinion as to whether we would 
be empowered to make a purchase un- 
der Section 50, sub-section B. There 
is the letter. Not hearing from him 
we purchased a few of the bonds. On 
Feb. 9th, 1905, Mr. Fitzgerald writes 
us and states that he notices by our 
report that at the end of 1904 we have 
$25,000 par value of these bonds and 
that he has now been advised by the 
Deputy Minister of Justice that the 
Section does not authorize the pur- 
chase by Insurance companies of the 
bonds of the said Sao Paulo Company. 
I am also informed that Mr. Z. A. 
Lash, K.C., is of the same opinion as 
the Deputy Minister of Justice and 
that he so advised a copule of Insur- 
ance companies. 

Q.—That letter is upon file? A.— 
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,is my reply? I will put the whole of 
this in, 

Q.—Yes, that is also on the file, A 
—Is our first letter on May 19th? 


Q.—I am not sure about that. I 
hardly think so? A.—Do you think it 
ought to be on? 

Q.—Yes, by all means? A.—In this 
letter I have expressed my views; I 
refer to having discussed the matter 
with him two years ago, and which 
we both considered was not intended 
and so forth. 

Q.—The first letter I am doubtful 
about and if you do not mind I will 
put it inP A.—Certainly. And fol- 
lowing that out we at once sold those 
bonds to support the ruling of the De- 
partment.—(Exhibit 141, Correspond- 
ence referred to.) 

Q.—It may turn out that the whole 
three are on the record. I know two 
areP A.—Yes. Well, it took two 
years and nine months to get that 
opinion. 

Q.—Perhaps the action of the De- 
partment was not prompted by an 
opinion at all, perhaps they never got 
one? A.—Yes, Mr. Fitzgerald turned 
it over to the Department of Justice 
and it was the Deputy Minister of 
Justice who gave the opinion. I don’t 
think it was the fault of Mr. Fitz- 
gerald at all. 

JUDGE MACTAVISH: It would 
appear, from the evidence taken in Ot- 
tawa that the Department of Justice 
had given an opinion on this invest- 
ment. 

MR. SHEPLEY: I am not clear 
whether the opinion was brought about 
by the letter of 1902 or whether it was 
brought about by the correspondence 
of 1904. 

JUDGE MACTAVISH: As I under- 
stand you, Mr. Goldman, the ruling of 
the Department corresponds with your 
own view? A.—With my own view, 
although we had a few of the bonds, 
and we at once sold them. 

Q.—As I understand it you had no 
answer to your letter of 1902? A.— 
No, sir, it took two years and nine 


‘ months. 


Q.—And meantime you made a small 
investment? A.—Yes, sir. And re- 
markable to say, as our Minutes will 
show, we thought that it was such a 
cilt edged investment that the Direc- 
tors passed an investment of $50,000 
the very day we got this letter. Of 
course we cancelled that. 

MR. SHEPLEY: You had, Mr. 
Goldman, some very considerable deal- 
ings in bonds of the Chicago and Mil- 
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waukee Electric Railway Company? 
A.—Yes. 


. ° 
Q.—Under what circumstances were 


those bonds first introduced to your 
notice? A.—They were brought to the 
notice of the Company by Messrs. Os- 
borne and Francis. 

Q.—Osborne and Francis are stock 
brokers of Toronto? A.—Yes. 

Q.—Any relationaship between that 
firm and Mr. Osborne who is on your 
Board? A.—Yes, Mr. Henry Osborne 
is a son of Mr. J. Kerr Osborne. 

Q.—Do you know whether Mr. J. 
Kerr Osborne has any connection with 
that firm? A.—None whatever. 

Q.—You know he has not? A.—I 
know he has not. He has told me so. 
In fact he remarked not long ago that 
he thought his son Harry was richer 
than he was. 

Q.—That is the fond fathers’ view? 
Now under what circumstances were 
the bonds brought to your notice by 
Messrs. Osborne and Francis? A.— 
Mr. Osborne brought them under the 
notice of President Blaikie and the 
late Mr. McCabe, and after consider- 
ation they requested me to go out 
there and investigate the road and the 
property generally and report upon it. 

Q.—And you did so? A.—I did so 
and my report is on file. 

Q.—That is on file with the Com- 
pany? A.—Yes. 

Q.—And you have been good enough 
to give us a copy which is here? A. 
—Yes. 

Q.—That is your report made after 
your visit? A.—yYes. 

Q.—When was your visit made? A. 
—As you were saying yesterday I have 
not dated that. I could verify it. It 
would be September, {1902. Allow 
me. (Dates the Report in pencil.) 

Q.—Now what was the full construc- 
tion scheme of this Company at that 
time? A.—What do you mean? 

Q.—From where to where were they 
going to run at the time you made this 
examination P A.—I really forget 
now. I think it was from— 

Q.—Evanston, which is 12 miles from 
the centre of Chicago? A.—Yes. 

Q.—To where? 
eculd perhaps verify that it was to 
Waukegan. 

Q.—The projection was from Chi- 
cago to Waukegan? A.—Yes. 

Q.—And it was then, however, called 
the Chicago and Milwaukee Railway! 
A.—Electric Railway. 

Q.—Waukegan is about half way, 
according to this little map between 
Chicago ‘and Milwaukee. What was 
the total issue of bonds then being 


A.—Let me see, I 
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not say that. 

Q.—A million dollars your report 
states? A.—Oh, you mean what was 
the total issue. The total issue was 
a million dollars, yes. 

Q.—Was it Mr. Osborne or Mr. 
Francis who conducted the negotia- 
tions? A.—Mr. Osborne. 

Q.—What was stated by Mr. Osborne 
with regard to the marketing of these 
bonds, how did they come to be offered 
in the markets here rather than in the 
markets in the States, in Chicago it- 
self for instance? A.—Well, I could 
not remember that. The first con- 
versation was with Mr. Blaikie I think 
and the late Mr. McCabe. 

Q.—Then your report will show how 
ses had then been constructed? A. 
Yes. 

Q.—And it also shows what the earn- 
ings had been during the period of 
construction and up to the time that 
you made your examinationP A.— 
Yes, and it also shows the exact 
amount of money the owners had put 
into the road. 

Q.—And it also shows I think 
whether or not any dividends had been 
paid and what was available by way 
of net income for the payment of in- 
terest upon the bonds? A.—Yes. 

Q.—In other words you dealt with 
the matter upon the practical footing 
of a proposing investor? A.—Exact- 
ly I made a searching investigation. 

Q.—Before going into the matter 
more fully as to your dealings at that 
time, subsequently there was an altera- 
tion made in the intentions of the pro- 
prietors of the road and in the bond 
issueP A.—Yes, they obtained a char- 
ter called the Chicago and Milwaukee 
Electric Railroad and this road was 
merged into that and they had the 
right of a five million dollar bond is- 
sue. They deposited in escrow one 
million dollars of bonds to provide for 
the Chicago and Milwaukee Electric 
Railway bonds which are now under- 
lying bonds and consequently of very 
much higher value in the market. They 
then proceeded with the further con- 
struction of the road. 

Q.—What territory did the new 
charter cover? A.—The new charter 
covered I think to Kanosha. 

Q.—From Milwaukee? A.—No, 
from Evanston to Kanosha. 

Q.—That is about half way again be- 
pleas Waukegan and Milwaukee? A. 
—Yes 

Q.—Have they acquired any other 
rights? A.—Yes, since then they have 
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got incorporated I understand under 
the laws of Wisconsin and they are 
now building right into the heart of 
Milwaukee. In fact they have got 
a privilege there to go right into the 
heart of Milwaukee for nothing, which 
is worth a million dollars. 

Q.—At all events there is now a com- 
pany formed which is building between 
Kanosha and Milwaukee? A.—Yes, 
and becomes part of this system. 

Q.—Does it fall under these bonds or 
either issue of them? A.—To this 
extent that from Kanosha to Milwau- 
kee the bond issue for that, the inter- 
est only is paid there is no stock is- 


sue on that, the whole of the earnings 


fall into the other road. 

Q.—The dealings of your Company 
in these bonds were confined as I un- 
derstand it to the first issue? A.— 
The first lot were to the Chicago and 
Milwaukee railway. 

Q.—I am speaking now of the bond? 
A.—Yes. 

Q.—Did you subsequently acquire 
any bonds, leaving the stock out for 
the moment, in the second issue, other 
than as a holder of underlying bonds? 
A.—Yes. 

Q.—That was by way of loan, I 
think? A.—No, by way of purchase. 

Q.—Your first lot was out of the 
million issue? A.—Yes. 

Q.—And your second lot out of the 
five million issue? A.—Yes, what they 
had issued at that time, we purchased 
I think $200,000 of the Chicago and 
Milwaukee Electric Railroad. 

Q.—You have $200,000 of each issue 
that you have actually purchased? A. 
— Yes. 

Q.—Then I will give you your list 
of investments here and we will take 
that up more in detail at two o’clock. 
A.—One moment, before you go from 
that, while it is fresh, I want to show 
you here the care we exercise, before 
putting this first investment in the 
Chicago and Milwaukee Railway, the 
late Mr. McCabe was a great friend of 
Mr. Lunger, the Vice-President of the 
Travellers’ Insurance Company of 
Hartford. It was represented to him 
that they had purchased some of these 
bonds at par. Now we like to believe 
that we get in on the ground flat. 
Because we want to do the best we 
ean for our policyholders. So Mr. 
McCabe wrote to the Travellers’ In- 
surance Company and here is their 
letter, the original, from Mr. Lunger, 
stating that they had vurchased $50,- 
000 of these at par and interest. 

Q.—Have you Mr. McCabe’s letter 
also? I will be pleased to make that 
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correspondence an Exhibit? A.—I 
will let you have copies of them. Then 
in addition to that Mr. Lunger is good 
enough to send a copy of a report of 
their representative who investigated 
the conditions of the road prior to my- 
self, which confirms my investigation. 
I will let you have copies of those. 

Q.—I will be very glad to put them 
upon the record? A.—<And it is need- 
less to say that the grand success of 
the road since has fully demonstrated 
all I say. 


(Adjourned at 2 p.m.) 


AFTERNOON SESSION. 
Resumed at 2 p.m., May 22nd, 1906. 


Examination of Mr. Goldman con- 
tinued, 


MR. GOLDMAN: I would like these 
to go on file as additional forms of no- 
tification as to premiums overdue and 
all that sort of thing. (Filed as part 
of Exhibit 1386.) 


MR. SHEPLEY: Q.—Will you find 
for me here the first purchase of these 
Chicago and Milwaukee bonds in 1902? 
A.—tThe railway ? 

Q—yYes? A.—There they are. 

Q.—And the date? A.—October 
2nd they were purchased. You will 


notice by the minutes that they were 


taken up by instalments. 

Q.—You took altogether in that lot 
$200,000 parP A.—Yes. 

Q.—At what figure? A.—At par. 

Q.—Those were bought from Osborne 
& Francis? A.—Yes. 

Q.—Did you during that year have 
any other transactions either by way 
of purchase or loan in respect of these 
stocks? A.—No, I don’t. think we 
had. 

Q.—Then in 1903 what transactions 
had you? A.—In 1903 they had pur- 
chased $100,000 of the Chicago & Mil- 
waukee Electric Railway bonds. 

Q.—That is the larger concern? A. 
—Yes. 

Q.—And that was part of the five 
millions issue? A.—Yes. 

Q.—And what did the company 
get with that $100,000 of bonds? A. 
—20 per cent. bonus stock. 

Q.—Bonus stock to the extent of 
20 per cent.P A.—Yes. 

Q.—That would be $20,000P A.— 
Yes. 

Q.—What did you pay for them? 
A.—For the stock? 
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Q.—Yes, for the bonds? A.—95. 

Q.—And the stock was thrown in? 
A.—Yes., 

Q.—Then did you have any other 
transactions in 1903 in respect of 
bonds of that issue? A.—No. 

Q.—Did not you lend? A.—I was 
not following in that way. 

Q.—What was your transaction in 
1903 in respect of loans; I make it 
that upon bonds to the amount of 
$237,000 par you loaned $195,000 on 
call loans to Osborne & Francis? A. 
—Yes, if you figure it out that would 
be satisfactory to me without verify- 
ing it; I have no doubt it is correct. 

Q.—Up to that time you had pur- 
chased $200,000 at par of the million 
issue? A.—Yes. 

Q.—You have purchased $100,000 at 
95 of the five million issue, getting 
ee per cent. bonus stock? A.— 

es. 

Q.—And you had loaned $195,000 on 
aie of the five millions issue? A. 
—Yes. 

Q.—And I think you did not get any 
bonus stock as security with your se- 
curity? A.—No. 

Q.—In 1904, if you will assent to 
this perhaps we will save time by my 
giving the result—in 1904 you purchas- 
ed again at 95 $100,000 of these bonds 
of the five million dollar issue? A.— 
Yes. 

Q.—Getting again twenty per cent. 
bonus stock? A.—Yes. 

Q.—And you purchased those from 
Osborne and Francis? A.—Yes. 

Q.—That would make altogether 
$400,000 of these bonds all told that 
you had? A.—yYes. 

Q.—Plus $40,000 of bonus stock? A. 
—That is correct. 

Q.—That you owned? A.—Yes. 

Q.—In 1904 you made further call 
loans to Osborne & Francis? A.—yYes. 

Q.—Lending them $223,000 upon 
bonds to the extent of $263,000 par? 
A.—That is correct. 

Q.—Those were also bonds of the 
five million issue? A.—Yes. 

Q.—And you got no bonus stock 
as security? A.—None whatever. 

Q.—If you will follow on from there, 
in 1905, there was a transaction which 
I want to explain briefly, you released 
apparently in six separate lots $358,- 
000 of the bonds which were held as 
security for the call loan, do you see 
that? A.—Yes, but we got paid for 
them. 

Q.—You released? A.—Yes, that 
would be all right. 

Q.—And you received in six pay- 
ments as consideration for those re- 
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shown there. 

Q.—That is what it seems to be? 
A.—I have not figured it out. 

Q.—I have verified so far as these 
figures are concerned and that seems 
to be quite right? A.—yYes. 

Q.—That was all in January that 
that releasing took place? A.—Yes. 

Q.—And do you remember what the 
occasion that wasP A.—I cannot say, 
excepting that in the ordinary course 
of events they would be— 

Q.—They would be selling the bonds? 
A.—Wait one minute, I think I can. 
Let me see the stocks owned; the oc- 
casion of that would be that we had 
purchased a large lot of British Co- 
lumbia Telephone Company bonds, and 
we would call the money for the pur- 
pose of paying for them, that would 
be it. 

Q.—What quantity British Colum- 
bia Telephone bonds had you purchas- 
ed, $332,500? A.—That is the cost, 
yes. $350,000 which cost us $332,500 ; 
so that I have no doubt in calling that 
and other loans that would be for that 
purpose. 4 

Q.—Then you were calling in the 
loans and these moneys were paid? A. 
—Yes. 

Q.—And on the 13th February you 
advanced an additional $12,300? A.— 
Yes. 

Q.—Was that on the security of the 
Chicago & Milwaukee bonds that you 
still held? A.—I suppose so, yes. 

Q.—No further security seems to 
have been put up for that loan? A.— 
No, we would likely have very large 
margin. 

Q.—You had so far as the par value 
is concerned a very substantial mar- 
gin, there is no doubt about that? A. 
—We had a very large margin, yes. 

Q.—You made further call loans in 
February of $36,000 on $40,000 of 
these bonds? A.—yYes. 

Q.—In April another $25,000 on 
$28,000 of these bonds? A.—Yes. 

Q.—And in May, 1905, a loan of 
$50,000 on $56,000 of bondsP A.— 
Yes. 

Q.—In May again, on the 23rd, a 
loan of $9,000 on $10,000 of bonds? 
Al=~Y 6s; 

Q.—JTuly 6th, $45,000 on $50,000 of 
bonds? A.—If it is there that is cor- 
rect. ; 

Q.—There is a series of transactions 
here, perhaps one transaction, because 
all dated the 12th, I want you to ex- 
plain to me; it commences by transfer 
of $100,000 Chicago to our cheque for 
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$10,000 for $250,000 Chicago, by cheque 
for interest on $90,000, and to trans- 
fer $250,000 Chicago & Milwaukee 
Electric, to separate account, Osborne 
& Francis, $100,000—explain that to 
me please? A.—The explanation of 
that is this, that they had sold for 
shipment abroad $100,000 of these 
bonds, and they proposed in place of 
that to give us, this is it, $250,000 of 
the stock. 


Q.—That is on common stock? A. 
—Yes. 


Q.—Which road was that? At 
The railroad. 


Q.—The Chicago & Milwaukee Elec- 
tric Railroad? A.—Yes. 


Q.—That was the common stock, 
they proposed to let you have $250,000 
of that by way of sécurity for the call 
loan? A.—Yes. 


Q.—You releasing $100,000 of these 
bonds? A.—Exactly; and here is the 
transaction if you will follow it up; it 
was paid off within a couple of months 
. after, 

Q.—That Chicago & Milwaukee 
stock, the common stock stood you as 
security for a separate call loan, that 
is it was separate account? A.—Yes. 

von the extent of $100,000? A. 
—Yes, 

Q.—And in September that was paid 
off in two sums of $60,000 and $40,- 
000? A.—yYes. 

Q.—Then coming back to the bonds 


again; that left you then with $100,- © 


C00 of credit upon the transaction, 
rang! of bonds having gone out? A. 
— Yes. 

Q.—And the $100,000 of credit was 
of course in respect of this separate 
account? A.—Exactly. 

Q.—On the 14th September you lent 
another $50,000 on $53,000 of bonds to 
Osborne and Francis? A.—Yes. 

Q.—October 4th, $16,000 on $18,- 
000P A.—Yes. 

Q.—Then I see an entry here, Inter- 
est increased to five per cent? A.— 
Yes, that arises from this, the interest 
there was four and a_ half per 
cent.—these are call loans, and as it 
fluctuates it governs what the rate is. 

Q.—As what fluctuates? A.—The 
rate of interest, sometimes you will 
see it comes to five and a half per 
cent., and we notify them at once and 
all the loans are at once on that basis. 

Q.—In November you released $25.- 
000 of these bonds, receiving $22,500? 
A.—Yes. 

Q.—And two davs afterwards vou 
loaned $27,000 on $30,000 of these 
bonds ?s5?) Az—Yes: 
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Q.—Was that the same or part of 
the same lot of bonds? A.—No. 

Q.—Were they just taken out for a 
temporary purpose? A.—No, they 
are taken out because they are sold, 
and then if we had the money, the 
money was 53 per cent., they would 
perhaps take up the loan from some 
bank and bring it to us and give us 
the benefit of it. 

Q.—You increased the interest to 
53 per cent? A.—HExactly. 

Q.—In February of this year 1906 
you got $22,500 and released $25,000 
of the bonds? A.—Yes. 

Q.—And on the 8rd March you got 
$250,000 in cash and released the bal- 
ance of the bonds, $271,000? A.—Ex- 
actly. 

Q.—That closed the transaction? A. 
—Yes, 

Q.—What was the cause of this 
cleaning out of this call loanP A.— 
That letter of Mr. Fitzgerald’s, in 
which he called attention to our having 
this call loan, and it was submitted to 
the President and directors, and while 
Mr. Grant’s opinion was definite that 
under the Act while there was a con- 
struction as to the amount we might 
purchase in his judgment, we doing 
business in United States, there was 
no limit as to the amount we might 
lend in Canada on American securi- 
ties. However the President sug- 
gested that we had better have it paid 
off to meet the view of the Department 
as far as possible. Osborne & Fran- 
cis were notified, and in a few hours 
they paid it off. 

Q.—You called in the loan then? 
A.—Yes. 

Q.—And that was finally called in on 
the 8rd March? A.—Yes. 

Q.—And on the same day you wrote 
a letter to Mr. Fitzgerald in which 
you <say, ‘‘The loans referred to are 
upon call, and that of $273,300 has 
been paid in since our report. It is 
therefore unnecessary to say more re- 
specting the same??? A.—Exactly. 

Q.—That is the loan you are re- 
ferring to in that letter? A.—Yes. 

Q.—The balance of which had been 
in fact paid off that day? A.—Yes. 

Q.—If I have followed the figures 
correctly that would indicate that from 
first to last the volume of vour call 
loans upon those bonds was $739,050? 
A.—I should think it would be fully 
that. 

Q.— Besides that there was the book- 
keeping loan upon common stock of 
$100,000? <A.—Yes, that was in July, 
1905. 


736 ROYAL COMMISSION ON 


27th day, May 22nd, 1906. 


Q.—And then in addition to that you 
had purchased and held and still hold 
$400,000 of bonds? A.—Yes. 


Q.—$200,000 of the million issue and 
$200,000 of the five million issue P A. 
—Yes. 

Q.—Is not that a very considerable 
number of eggs to have in the same 
basket P A.—Our directors do not 
think so, some of our directors have 
been up there and visited the property, 
they have had other people go there 
to visit it and report upon it, and 
they feel fully satisfied it is a gilt edge 
investment. 


Q.—You are speaking now of the 
$400,000P A.—yYes. 


Q.—You see at one time you had 
either out on call loan or sunk in the 
purchase upwards of a million dollars? 
A.—No, not at one time. 

Q.—Don’t you think so? 
it was a fluctuating item. 

Q.—But before you released any? A. 
—There might have been an average 
of $300,000. 

(.—On the call’loan?” 'A.- Yes: 

Q.—We wont average it, because 
we can get it exactly; before there was 
any released, in the early part of 1905, 
you had $418,000 out? <A.—Yes, that 
would be a little more than I stated, 
however, supposing it was a million 
the directors were well satisfied with 
Me I am not expressing my opinion at 
all. 

Q.—I suppose that would not have 
been out if they had not been satis- 
fied, and I suppose they passed upon 
these call loans from time to time? A. 
—KEvery one is upon record. 

Q.—It has not been customary for 
you to go so deeply into any one se- 
curity, hasit? A.—We never had the 
same lot of bonds offered to us, never 
the same opportunity for similar gold 
bonds. 

Q.—At all events you never have in 
fact put so many eggs into one basket 
before? A.—No. 


A.—No, 


Q.—The opinion of the Department } 


was that this was a United States se- 
curity ? A.—That is the conclusion 
they have come to this year. 

Q.—Was there anything in your 
mind or in the notification from the 
Department with respect to this road 
not having yet paid dividends? A. 
—No, none whatever. 

Q.—That question was not raised? 
A.—Never. 

Q.—Now, you had some other trans- 
actions with Osborne & Francis, you 
had transactions I think which com- 
menced upon joint account? A.— 
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The Windsor, Sandwich & Amherst- 
burg Electric Railway bonds. 


Q.—Can you turn to that in these 
lists that we have? I do not mean 
you, personally ; I mean the company? 
A. Well, in that connection, might. I 
be allowed to make a remark here, in 
view of the extensive business relations 
we have had with Osborne and Francis, 
and the fact that someone has con- 
sidered that perhaps I have had some 
business dealings with that reputable 


‘firm, I know of no reason to prevent 


me, as manager of a life insurance 
company, having transactions with 
them if I chose, but it so happens that 
I have never had a business transac- 
tion with Messrs. Osborne & Francis, 
nor with any member of that firm in- 
dividually, nor has anyone on my be- 
half; neither have I received any favor 
in any manner or form from either one 
of those gentlemen. 

Q.—You understood me as asking 
you about a transaction between the 
company and Osborne and Francis, and - 
not about a transaction of your own? 
A.—Certainly, I know that you had 
not any other in your mind. The po- 
sition is this: we purchased the Sand- 
wich Windsor & Amherstburg Railway 
bonds; we purchased $150,000 through 
them. 

Q.—That was the first transaction? 
A.—Well, there was $110,000 in 1904 
and $40,000 in 1904, and you will no- 


’ tice from the minutes, I may say, the 


creat care with which this matter was 
investigated by our directors and by 
our solicitors, and also that these bonds 
are guaranteed principal and interest 
by the Detroit United Railway Com- 
pany. 

Q.—That was an out and out pur- 
chase? A.—That was an out and out 
purchase. Then we went in with Os- 
borne and Francis— I am now speak- 
ing from memory—I think it wll cover 
the ground without referring to books 
—then we went in with Osborne & 
Francis and obtained $120,000 odd of 
these bonds, and the understanding 
being— 

Q.—That was on joint account? A. 
—That was on joint account. 


Q.—That is the way it commenced on 
joint account? A.—That is the way 
it commenced. . 

Q.—Tell me a little more about that ; 
from whom did you buy? A.—We and 
they bought from the Detroit United 
Railwav direct. 

Q.—The Detroit United Railway 
were marking the bonds of the Sand- 
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wich Windsor & Amherstburg road? 
A.—Yes. 


Q.—Just describe what the arrange- 
ment was under which you were pur- 
chasing on joint account? Who was 
to find the money? A.—We provided 
the money. 


Q.—Were they to make sales of the 
bonds? A.—They were to make sales 
of the bonds. 


Q.—And when the bonds were sold 
any profit or loss would have been di- 
vided equally between you? A.—We 
received interest on the money and the 
profit—there could be no loss— 

Q.—Don’t say that; just say any 
profits; do not say there could be no 
loss? You did not anticipate any? 
A.—Oh, no, we knew all about it; we 
had the interest, and then whatever 
profit there was was to be divided. 

Q.—Nothing was said, I suppose, in 
that sanguine hour of the possibility 
of the loss to be divided? A.—Oh, 
well, we had investigated it, and the 
property was such excellent— 


Q.—And I suppose the arrangement 
was such that you would have had to 
divide the loss, if there had been one? 
A.—Oh, certainly, and we knew that 
the other parties were— 

Q.—You contributed the funds, get- 
ting interest? A.—Yes. 

Q.—They contributed the labor and 
the skill in putting the bonds upon the 
market? A.—Yes. 

Q.—My data for that is on the 15th 
February, 1904, that you paid out the 
money and the bonds were taken on 
joint account? A.—That may be so. 

Q.—And my figures are that the 
amount you paid for $147,000 par of 
these bonds was $133,677.87? A.— 
That would be right; that is an ex- 
tract from our books. 

Q.—What was the figure at which 
you were buying, do you remember? 
A.—I am not certain; I think some- 
where about 91, or something of that 
sort. 

Q.—Then Mr. Osborne seems to have 
—I suppose it was he who was arrang- 
ing it—seems to have got a little of 
this in small amounts between Feb- 
ruary, when you bought, and the end 
of December? A.—Yes. 

Q.—Three, one, ten, one, six, five, 
and one; that seems to be the num- 
ber? A.—Yes. 

Q.—Twenty-seven out of 100; what 
were the bonds? A.—Thousand dollar 
bonds? A.—Yes. 

Q.—Out.of 147 bonds that number 
seems to have been marketed during 
the year 1904? A.—I should say in 
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justice to them that we told them to 


make no effort to sell them then. 


Q.—At all events, they appear in 
April, May, September and December 
to have made the sales I speak of? A. 
—Yes, just casually. 


Q.—You mean they were not push- 
ing the sale? A.—No. 

Q.—On the 20th day of January you 
had a transaction with them by which 
they ceased to have any interest in 
these bondsP A.—Yes, 

Q.—How did that come about? A. 
—Our records will show there that the 
directors, finding this road was such 
a large earner, apart from the guar- 
antee of the Detroit United Railway, 
thought it was a desirable investment 
that the company should have, and 
made an arrangement for Osborne and 
Francis to release their interest in it, 
and we became possessor of the bonds. 

Q.—What did they get for going 
outP A.—It will show there; it was 
a small amount. 

Q.—I do not know whether it shows 
or not. This is interspersed with in- 
terest charges? A.—Yes. 

Q.—Who got these interest coupons, 
the proceeds of these? A.—These 
would all come to us; they would ac- 
cumulate. 

Q.—Whatever was sold here seems 
to have been sold exactly at 90? A. 
—Yes, 

Q.—That is, there was no profit on 
the transaction? A.—Well, that would 
be the release price. 

Q.—You see you told me that you 
purchased at 90? A.—Yes. 

Q.—You told me you were not anxi- 
ous to have sales madeP A.—Yes. 

Q.—We see that the sales that were 
made by Osborne during this year 
were made at 90 so far as this account 
shows. If they were made at a larger 
price, where will that be found in your 
books? A.—You see those are at 90; 
therefore when we released them we 
released them at 90, and this would be 
our difference. 


Q.—What do you mean?’ The ac- 
crued interest? A.—yYes. 
Q.—What do you mean? <A.—I am 


speaking generally now, because I have 
not this before my mind, but what- 
ever the difference was between what 
Osborne and Francis got we were en- 
titled to would be shown here. 

Q.—What is shown here is accrued 
a on their bonds, $49.93? A. 
—Yes. 

Q.—That would be selling the bonds 
sor 90 and accrued interest? A.— 

es. 
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Q.—In your opinion, it was worth 
the accrued interest and 90, I suppose? 
A.—Yes, we got that, I suppose. I 
have not examined it. 

Q.—I should like to have that done 
betore the enquiry as to your company 
is completed; whether or not these 
bonds were being put upon the market 
at the same figure you had paid for 
them? A.—Oh, no, they were not; I 
.know that. 

Q.—There must be some place in the 
books where the difference would be 
found? A.—The best way would be 
to have a statement of the account 
with Osborne & Francis, and have it 
put on record here. 


Q.—Will you let me have that? A. 


—Oh, certainly. 

Q.—It might make a difference in 
the view one takes of the transactions 
whether those few sales were made at 
a profit, or made without making any 
loss? A.—I will have them make out 
a list to whom they sold them. 

Q.—What I have in my hand is 
what your people have furnished me? 
A.—Exactly. 

Q.—Then I ask you what Osborne & 
Francis made out of it, and that does 
not show here at all eventsP A.— 
No, but we will give you those par- 
ticulars 

Q.—Where does it appear in your 
list of acquired or purchased securi- 
tiesP A.—Here. 

Q.—I observe that, and I see that 
whereas you closed out the joint ac- 
count of Osborne & Francis at $105,- 
877.37, the item of ‘‘money paid to pur- 
chase’’?— <A. You see that is January 
20th and this is May 20th. 

Q.—We think that should be Jan. 
20th; that shows a purchase at 90.87? 
A.—Yes. 

Q.—And the total amount of the 
purchase money $109,048.52? A.— 
Yes. We will give you these different 
figures; I have no doubt this is per- 
fectly correct, though. 

Q.—You see the difference between 
the two figures? A.—Yes. 

Q.—I want to have that accounted 
for? A.—Yes. . 

Q.—Do I understand you to say that 
according to your recollection now; 
unaided, as it is, of course, you are of 
the impression that Osborne & Francis 
sold out their joint interest to you at 
a profit? A.—Yes. 

Q.—That is your impression? A. 
—That is my impression. 

Q.—You do not know at what figure 
that would be? A.—No, but our re- 
cords will show it. 
statements of which we will furnish 
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you copies to show that in the disposi- 
tion of those bonds, whatever the pro- 
fit was at that time, the value was at 
that time, it would be divided, and 
we would pay them their share, and 
that is what that item would be. 

Q.—If the purchase was at 91, and 
if you purchased out the joint interest 
at 90.87, that would not look like a 
profit ? A.—We will give you the 
statement. 

Q.—This is the resolution, I think, 
in which you refer to the acquisition 
of the Sandwich, Windsor and Am- 
herstburg Railway. I will read the 
Minute, so that it may go upon the 
record. On the 18th February, 1904, 
at page 192, of the Executive Commit- 
tee Minutes, this occurs— 

‘‘A loan was made to Messrs. Os- 
borne & Francis at five and a half per 
cent. for $1380.177.37 on $147,000 first 
mortgage bonds of the Sandwich, 
Windsor & Amherstburg § Railway 
(Electric), the principal and interest 
being guaranteed by the Detroit 
United Railway. It should be men- 
tioned that Messrs. Osborne & Francis. 
had an option on these bonds at 90, 
and that the company was to take them 
on joint account, having a large 
amount of funds on hand, it was 
thought well by the President, Vice- 
President and Managing Director to. 
have Messrs. Osborne & Francis take: 
up this option, and we supply the mon- 
ey for that purpose. In consider- 
ing the question of taking up the 
bonds a reduction was made in the 
price of $3,500, which was the main 
reason for putting the transaction 
through at the present time. In view 
of the present financial conditions, the- 
bond market is extremely quiet. How- 
ver, Messrs. Osborne & Francis report: 
that they have made quite a number 
of institutions and persons engaging 
for the purchase of these bonds, and as. 
they appear in every way to be a gilt 
edged investment, no doubt they will 
all be sold within a reasonable time. 
The price at which the purchase has 
been made will net about 5.60 per 
cent.; hence they are carrying this as 
a good investment, pending sales be- 
ing made.”’ 

Then at the close of the transaction, 
page 204, we find— 


“‘In respect of the matter of first 
mortgage bonds of the Sandwich, 
Windsor & Ambherstburg Railway, 
amounting to $147,000, which the com-. 
pany took on joint account with 
Messrs. Osborne & Francis some time 
ago, it was thought advisable, in view 
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of said firm having disposed of $27,- 
000 of these bonds, to have their op- 
tion cancelled, and for the company to 
take over the balance, amounting to 
$120,000, on terms that may be mu- 
tually agreed upon with Messrs. Os- 
borne & Francis, say on a basis of 
about 914, which would give a yield 
of 54 per cent.”’ 

That is the minute to which you 
refer? A.—Yes; so that it is easily 
worked out. 

Q.—That will assist you in getting 
the statement you promised to give 
me? A.—Yes, I remember the whole 
transaction; that is what you wish, a 
letter from Mr. Lunger. 

Q.—The correspondence about the 
Chicago & Milwaukee Railway, with 
Mr. Lunger, the traveller? A.—yYes. 
(Exhibit 142.) 

Q.—Were your rates of interest on 
call loans uniform, as between various 
borrowers? A.—Yes. 

_ Q.—The fluctuations that governed 
in the case of one borrower governed 
in the case of allP A.—Exactly. 

Q.—There is no doubt at all about 
that? A.—No doubt at all about 
that. No one got any better than 
another. 

Q.—Is that the Executive Commit- 
tee book? A.—Yes. 

Q.—Page 117 there is a matter I 
want to ask you about. There is a 
minute on this page, the date of it be- 
ing the 18th April 1899 :— 

‘‘The Executive officers were author- 
ized, in case the company’s solicitors 
advise that the company have power 


so to do, to call for plans and, esti-’ 


mates for the erection of residences 
upon the 100 feet of vacant land on 
the west side of Beatty Avenue, Park- 
dale, and fifty feet on the west side 
of Close Avenue, upon an undertaking 
that a buyer of the same will make a 
mortgage thereon to the company for 
the full amount of ‘the company’s 
claim and outlay for the said lands 
and buildings which are to be erected 
and supervised under the directions, 
plans and specifications of a compe- 
tent architect; upon an understand- 
ing and agreement that the property 
will be sold when the same can be done 
advantageously, so as to give the mort- 
gagor a part of the profits thereof.” 

Q.—Do you recollect about that? A. 
—Yes, sir, I think Ido. My recollec- 
tion is that the land was sold to Wil- 
liam McBean, a builder here, and we 
supplied the money for the purpose of 
erecting the building. 

Q.—In the first place you had be- 
come the owners of the property by 
foreclosure of some mortgage? A.—I 


North American Life, 
(L. Goldman, Ex’d.) 


think it was some years before it came 
into our hands in that way. 

Q.—Then McBean, the builder, was 
to build upon it? A.—Yes. 

Q.—And give you a mortgage, as the 
memorandum states, for the full 
amount that the property stood you? 
A.— Yes. 

Q.—If the property was to be handl- 
ed so as to make a profit, it was to be 
divided between you? A.—Yes. 

Q.—Was that carried out? ee 
Yes, without any profit. 

Q.—Was it carried out at a loss? A. 
—I do not think so. 

Q.—But you do not think there was 
any profit to divide? A.—No, I am 
sure there was no profit to divide. 

Q.—Was that a frequent matter, of 
dealing with property that you wanted 
to realize upon? A.—That is the only 
case I remember. 

Q.—That is the only case you re- 
member in which the matter was dealt 
with in that way? A.—Yes. The di- 
rectors felt, I ‘think, that they could 
not go into the building themselves, 
and took that means. 

Q.—Now about the bonus stock that 
you got, have you other bonus stock 
besides that you got of the Chicago & 
Milwaukee? A.—Yes, at the begin- 
ning of 1905 we got $25,000 of the 
British Columbia Telephone Company 
stock. 

Q.—That was also bonus stock? A. 
—That was bonus stock. : 

Q.—In connection with these bonus 
stocks, what means, if any, did you 
take, or were taken, to satisfy the di- 
rectors that these stocks did not carry 
with them any liability? A.—Well, I 
forget what was the case with the Chi- 
cago & Milwaukee, but in the case of 
the British Columbia Telephone we 
had information, I think, and an ex- 
haustive report from Messrs. Tupper 
& Griffin, of Vancouver, on the whole 
thing. 

Q.—That is, you took legal advice 
as to the whole situation? A.—Yes. 

Q.—And do you happen to remem- 
ber whether it included this feature,’ 
as to whether or not the stock in your 
hands, getting there as bonus stock, 
would be free from call? A.—Well, I 
do not think any question was ever 
raised, because the statement of the 
company showed that it was fully paid 
up. 

TO do not think, perhaps, you 
appreciate what I am trying to get at, 
and it is perhaps not natural that you 
should at first; you do not mean to 
say, of course, that this was stock 
which had been subscribed for and 
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paid in full for cashP A.—Those kind 
of stocks there very seldom are. 

Q.—We all know that? <A.—Yes. 

Q.—You are perhaps also aware that 
the proper method of crediting paid 
up stock is to pay it up? A.—Some- 
times. 

Q.—If stock is issued as paid up, 
and it is not paid up, either in mgal 
or in malt, there may be a liability 
in respect of it; in other words, the 
company cannot make the stock paid 
up just simply by issuing it as such? 
A.—Well, I suppose they would take 
the proper legal methods. 

Q.—What I was getting at was to 
see whether or not you took any steps, 
and if so, what steps, to satisfy your- 
self or your Board of the legality of 
this issue of bonus stock? A.—I can- 
not say at this stage, because the late 
Mr. McCabe had this matter in hand, 
the first bonus, and I had nothing to 
do with it. 

Q.—But in the case of the Chicago 
& Milwaukee you had? A.—This is 
the Chicago & Milwaukee I am tak- 
ing; it was Mr. McCabe who had it in 
hand when the first bonus was issued. 


Q.—You were aware of it all, be- 
cause you made a report on the whole 
subject? A.—The report I made was 
on the Electric Railway, and we got 
no bonus, but let us look at the case 
in another way; this British Columbia 
Telephone Company, a going concern, 
a large plant and profitable affair— 
they own the stock; their statement 
shows that so much stock is paid up. 

Q.—Do you mean to say they own 
their own stock? They may have 
Treasury stock unissued? A.—I mean 
to say that the parties in connection 
with that own it. 

Q.—Some of the parties own it? A. 
—Yes. 

Q.—To whom it has been issued as 
paid up stock? A.—That I do not 
know; it is paid up on the record. It 
is paid up in the statement we exam- 
ined. 

Q.—It is called paid up? A.—And 
skown as paid up. 

Q.—I want to see whether you can 
appreciate this; that while stock may 
be described by the company which has 
issued it as being paid up, it may not 
in law be paid up as that at all, can 
you appreciate such a situation as that 
at all, or did that never occur to youP 
A.—Well, it has occurred to me,in con- 
nection with wild cat mining schemes, 
but not in connection with a legiti- 
mate enterprise, but you must remem- 
ber it is a nice fine point of law that 
I could not appreciate. 
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Q.—I do not know that it is a fine 
point of law at allP A.—To apply it 
to enterprises like this, that is what 
I mean. 


Q.—Where do you suppose the value 
had got into these stocks, if they were 
able to give them away? <A.—Well, 
let us take a case right at home; take 
the Toronto Street Railway. As I 
remember it, the first issue was one 
million, which was supposed to be paid 
up. Subsequently to that they issued 
five millions. 


Q.—Which was supposed not to be 
paid up? A.—Which was created by 
the increased value in the security of 
the property, the equivalent, supposed 
to be, of its earning power; that would 
be a similar case. 


Q.—That is what is commonly called 
watered P A.—Yes, and I do not 
know that there is any liability at- 
tached to the Toronto Railway stock. 


Q.—Neither do I? A.—No more 
than I do in those cases. 
_ Q.—At all events, you did not make 
it the subject of enquiry so as to sat- 
isfy your Board on that subject, so 
far as you are aware? <A.—I was 
not asked, and I had nothing to do 
with that. 


Q.—So far as you are aware, no en- 
quiry was made? A.—Not that I am 
aware of; whether Messrs. Tupper & 
Griffin did in their report on the Bri- 
tish Columbia Telephone bonds I can- 
not say, but they went into that most 
exhaustively, charter, and trust deed, 
and everything else. 


Q.—I suppose the handing over of 
this additional stock by way of bonus 
is intended to promote the sale of the 
bonds; that is the purpose? A.—I 
do not know that, because I may say 
this, perhaps we were a little inno- 
cent, but it was the first time we had 
ever heard of such a thing. 


Q.—As bonus stock? A.—As bonus 
stock, and it came to us as quite a 
pleasant surprise. 

Q.—Quite a modern invention? A. 
—It was a pleasant surprise, and we 
desired to make the best returns we 
could for our policyholders. 

Oiageeh were buying the bonds? A. 
—Yes. . 

Q.—And you supposed the value was 
in the bonds, or you would not have 
bought? A.—Oh, yes, we had no doubt 
about that. 

Q.—And you, out of compassion, 
took the bonus stock? A.—That is 
a nice way to put it. 
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Q.—And you did not look the gift 
horse in the mouth? A.—Not at that 
time, sir. 

Q.—And besides these two cases, you 
do not own any bonus stocks? A.— 
Not one dollar. 

Q.—You have shown, or have you 
shown, these bonus stocks in your re- 
turns? A.—No, we never have. Mr. 
Blackadar and the inspectors have ex- 
amined these bonus stocks. I think 
they have mentioned them to me, and 
saw that they were registered in our 
name, and registered on our books, 
and other negotiable securities we have 
are kept in the Trust Deposit vaults in 
the Bank of Commerce. We do not 
keep a negotiable security on the 
premises. 

Q.—Then there is one other matter I 
want to ask about. You had at one 
time an insurance scheme on foot, 
which was called the scheme of insur- 
ance by deferred annuity policies? A. 
—No, we never had it. 

Q. LT ow did not have it on foot? A. 
—Well, the late Mr. McCabe, as the 
records will show, had-an idea that 
that class of bond could be issued. I 
perhaps can save you time if I give 
this little explanation. 

Q.—State first what was the schemeP 
What was the insurance scheme? 
—If you will let me tell you, I can 
do it, and it will save you a lot of 
time. I will give it to you in a nut- 
shell; this idea that he had was for 
bonds to be issued in connection with 
certain enterprises, and he worked 
away at this, and consulted with the 
solicitors, and ultimately the directors 
stated that if he could get an insur- 
ance company in New York to agree 
to issue the same kind of form, and if 
the Superintendent of Insurance of 
New York State would authorize the 
issuing of it, the company would auth- 
orize him to go ahead. 

Q.—That is, would authorize the 
New York people to go ahead? A.— 
No, Mr. McCabe to go ahead, provided 
the insurance companies in New York 
would do the same. The object the 
Board had was—I happen to know— 
was to get some test of this scheme of 
his. He went down and came back, 
and never. said another word. He is 
not here now, so I can tell you what 
the result was. So the actuary of 
the company told me there was no in- 
‘surable interest in it, and as under 
our charter a policy must contain a life 
contingency, we could not issue that 
bond, and that ended it. 

Q.—It came to an end? A.—We 
never heard a word about it. 
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Q.—The idea was to issue some sort 
of policy in which the persons paying 
the premium had not an insurable in- 
terest P A.—No, there was no life 
contingency at all. It was a forty 
year sinking fund, but no life con- 
tingency, and we had no power to 
touch it at all. 

Q.—One of your Minutes says that 
the opinion was expressed that it | 
would be better to sell the rights to 
another company for that— A.—Yes. 


Q.—That never was carried out? 
.—No. 

Q.—It did not come to anything? 
A.—No, just a wild scheme. 

Q.—I forget what you told me yes- 
terday as to the date—you told me 
yesterday, but I do not know that I 
am bearing in mind accurately the 
date at which that clause was inserted 
in your by-laws prohibiting loans to 
directors? A.—I will tell you that, 
sir; Jan. 31st, 1906. 

Q.—Do you know what it was that 
Mat that by-law to be passed? A. 
—Yes. 

Q.—What was it? A.—Well, there 
is a little bit of history connected with 
that, and it would necessitate intro- 
ducing the names of two gentlemen— 

Q.—Who were directors? A.—Who 
were directors; is it required that I 
should do that. 

Q.—I am afraid so? A.—Very 
well, I will tell you, sir. A few years 
before that one of the choicest stocks 
on the market, and most sought-for 
stock was known as the Land Security 
company. 

Q.—You say that it was then con- 
sidered a choice investment; there was 
some stock on which twenty per cent. 
only had been paid? A.—I was go- 
ing to come to that, if you will allow 
me to tell you; in fact there was such 
a demand for it there was not enough 
to go round. Two of our directors 
at that time, Mr. Jaffray and Mr. J. 
K. Kerr, were large holders of this 
stock, and we made a loan to them. 

Q.—Or was it that you made two 


_ loans, one to each of them? A.—That 


is what I meant: one to each. I think 
the aggregate of Mr. Jaffray’s was 
about $15,000 and that of Mr. Kerr 
about $30,000. 

Q.—Were these two gentlemen in- 
terested in the Land Securities Com- 
pany? A.—I think they were direct- 
ors at that time. Subsequently the 
boom burst in Toronto, and within a 
year or two after that Land Security 
stock became very weak in common 
with all other loan companies. 
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Q@.—Can you get a little nearer to 
the dates now? A.—Yes, I think I 
can. The Kerr loan seems to have 
been in 1887, and then in 1894 

Q.—In 1894—you are still speaking 
of the loan to Mr. Kerr? A.—Yes, 
1887 and in 1894 there was a transfer 
from F. J. Stewart to him, but it is 
not necessary to refer to that. 

Q.—As I make it, there was $22,780 
to Mr. Kerr in 1887? A.—Yes. 

Q.—And on 85 shares of the Brit- 
ish Canadian Loan and Investment 
Company and 368 shares of the Land 
Securities Company? -A.—Yes. 

Q.—And in 1894 a further loan of 
$2,500? A.—And $5,000 transferred 
from Stewart, making $30,280,000. In 
the case of Mr. Jaffray in 1890, there 
was a loan of $10,000, and in 1893 a 
loan of $5,500. 

Q.—That was all on Land Securities 
shares? A.—Yes. 

Q.—Have you convenient the date 
of Mr. Jaffray’s resignation from the 
Board, because he did resignP A.— 
Yes, he resigned, I cannot tell you 
exactly the date. 

Q.—Apparently he resigned in May, 
1892? A.—Very likely, yes. Well, to 
proceed with the case of the Jaffray 
loan, he gave all the security he could, 
and in 1900 he paid up the full amount 
with interest. 

Q.—That was in 1900? A.—Yes. 

Q.—He had ceased to be a member 
of the Board in 1892? A.—yYes. 

Q.—And that was before the second 
loan to him of $5,500? A.—yYes. 

Q.—But after the first loan which 
was in December, 1890? A.—Yes. 

Q.—Then that was paid up fully in 
1900? A.—Yes, with interest. 

Q.—I gather from the minutes that 
the Board during these years was very 
active in pressing for payment of these 
loansP <A.—yYes, they were very anx- 
ious about it. 

Q.—Now, about the loan to Mr. 
Kerr? A.—He gave us a mortgage 
on his property. 

Q.—That is the residence property? 
A.—yYes, and it ran along for some 
years. 

Q.—He gave you some collateral se- 
curities as well, some life insurance 
companies? A.—Yes, in fact he gave 
us everything he could. There was 
some stock, I think, in our company 
which he assigned to Mr. Blaikie in 
trust, and by the way, you asked me 
if anything had been held in trust: 
the stock of the company was held in 
trust by Mr. Blaikie: of course the 
company could not hold its own stock. 

Q.—I think Mr. Blaikie took an 
assignment of Mr. Kerr’s holding in 


6 EDWARD VII., A. 1906 


North American Life, 
(L. Goldman, Ex’d.) 


trust, and then transferred back 20 
shares in trust to Mr. Kerr: that 
would be his director’s qualification? 
A.—He got that originally from Mr. 
McCabe. 

Q.—But that was the end of the 
transaction? - A.—Il should think so, 
yes, something of that kind. 

Q.—That the stock in the North 
American Life which Mr. Kerr held 
was transferred in trust either to Mr. 
Blaikie or to Mr. McCabe: it is not 
material at all? A.—No. 

Q.—And there was a re-transfer in 
trust of 20 shares which would have 
been the director’s qualification? A. 
—Yes, exactly. Then Mr. Kerr gave 
different kinds of security from time 
to time as he had them, and subse- 
quently he was able to pay off a large 
part of the mortgage loan, so that to- 
day it stands at the minimum amount. 

Q.—See if we cannot put it in a nut- . 
shell, and have it a little more accur- 
ately than that. You remember Mr. 
Kerr went off the Board? A.—Yes. 

Q.—That was’in 1898? A.—Yes. 

Q.—At that time the directors were 
very active in their pressure in respect 
of this? A.—Yes. 

Q.—Then subsequently Mr. Kerr re- 
leased his equity of redemption in the 
property and became a tenant of the 
property? A.—There was something 
of that sort done; it was not regis- 
tered, or anything of that sort. 

Q.—And in the end the company re-. 
sold the property to Mr. Kerr at a 
price which represented all his loans, 
with simple interest? A.—With inter- 
est, yes, that is correct. 

Q.—And he paid a certain amount 
in cash, giving a mortgage for the bal- 
ance? A.—yYes. 

Q.—And giving other collateral se- 
curitiesP A.—Yes. 

Q.—And that mortgage has been re- 
duced, so that it now stands at what? 
A.—I think to-day it is about $27,000. 

Q.—And is the company amply se- 
cured in respect of it? A.—Well, we 
feel it so gilt-edged we are afraid it 
is going to be paid off, and in this con- 
nection of course the whole transac- 
tion was a legitimate one from the 
outset. 

Q.—We won’t speak of that, please. 
Neither you nor I can determine whe- 
ther it was legitimate. At all events, 
were there any other cases in the his- 
tory of your company where loans were 
made to directors? A.—Not to my 
knowledge. 

Q.—Mr. Tilley reminds me that you 
probably only meant a security which 
was authorized under the Statute? A. 
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—Yes, I thank you very much, Mr. 
Tilley. Of course we inadvertently 
refer to illegal securities, whereas we 
never go into anything only an auth- 
orized security. 

Q.—I thought you were pronounc- 
ing upon the PeOnTLaty of lending to 
a director ? A.—Oh, n 

~).—Those were the ae two cases 
in which your company has loaned to 
its directors? A.—Yes. 

Q.—And in consequence of the his- 
tory of those transactions, the by-law 
you speak of was passed? <A.—Yes, 
and also there was a resolution passed 
carrying out the point you first made, 
that hereafter after that date we 
would neither purchase nor loan upon 
stocks unless they were fully paid up. 

Q.—You told me, I think, that in 
the case of Mr. Jaffray’s loan, that 
was completely paid off in 1900? A.— 
Yes. JI have a memo. for you. You 
asked me to get it. 

().—I have it here, and my informa- 
tion agrees with yours, that in 1900 
it was fully paid up, so that the com- 
pany got all that was coming to them, 
principal and interest? A.—Yes; there 
was also another point that one of 
your people was enquiring about; we 
had a special deposit receipt with the 
Land Security Company on May 14th, 
1894, of $50,000 odd at 43 per cent., 
the custom being, you now when we 
had a large bank balance—and in those 
days investments were difficult to ob- 
tain—we would put a special deposit 
somewhere at’ a good rate of interest. 
That was repaid Feb. 28th, 1895; cash 
$20,000. June 30th, cash $7,000 : July 
3lst, cash $5,000; December 31st, cash 
$18,000, making a total of $50,000, 
and the proposed security was never 
given. They agreed to put it up in 
cash rather than give a mortgage on 
properties they had. 

Q.—And it was paid in four instal- 
ments, $20,000, $7,000, $5,000 and 
$18,000 in the months of February, 
June, July and December? <A.—Yes. 

Q.—The deposit having been made 
on the 14th May, 1904P <A.—Yes. 

Q.—This is a broker’s sold note to 
you of $100,000 on the 7th July, 1904, 
of Chicago and Milwaukee bonds at 
95, and 20 per cent. of the bonus 
stock mentioned? A.—Yes. 

Q.—There is just one matter in 
connection with these loans that I have 
just been speaking about, the Jaffray 
and Kerr loans. I see this express- 
ion in the general minutes of the 
Board, 20th August, about the lend- 
ing of that money. It speaks of the 
Land Security Company having paid 
dividends on the shares now being 
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held in trust for the gentlemen we 
have been speaking about, Jaffray and 
Kerr? ,,A.—Yes. 

().—And that their trustee had paid 
the same to this company? A.—Yes. 

Q.—Who was their trustee? A.—I 
do not remember. I know it was put 
back in them. 

Q.—‘‘The shares in the company 
held in trust for these gentlemen and 
their trustee had paid the same to this 
Company! 7, . Ac—-v 6s; 

Q.—‘‘The Land Security Company’s 
stock is not held by the North Ameri- 
ean?’ A.—Yes, that is perfectly cor- 
rect. 

Q.—Who was holding it? A.— 
Someone would be holding it in trust, 
I suppose. 

Q.—Do you know who it was? A. 
— J do not. 

Q.—Perhaps Mr. McCabe? <A.—It 
might have been. No, I don’t think 
so; no, he would not. 

Q.—And you don’t know who it was? 
A—I do not.’ 1b is so, long ago you 
know and the matter has been cleared 
up so that it would be difficult 
for me to remember. 

Q.—I think you said yesterday it 
was the custom of the North Ameri- 
can Life always to hold in its own 
name all these securities? A.—Yes. 

Q.—That is something that in my 
humble judgment is rather of im- 
portance in the conduct of a com- 
pany? A.—yYes, well we always hold 
everything in our own name, but I can 
understand that in that case it was 
only a partly paid up stock, there 
might be a call on it, that the direc- 
tors would want to have put out of 
the Company in some way. 

Q.—And you say that you have put 
things. now by your resolution, and 
unless and until you alter it, in such 
a way that no loans would be made 
upon stock that is not fully paid up? 
A.—That is sure, and no loans since 
that by-law has been passed, have 
been made to any officer or director. 

Q.—Did I ask you yesterday to have 
prepared for me a statement of the 
proportion or percentage on the poli- 
cies written in any particular year 
which lapse in the one, two or three 
years following? A.—I think Mr. Kil- 
gour may have that information. If 
not, if you mention it he will have 
it prepared for you. 

Q.—The counsel for your company, 
Mr. Goldman, has suggested that pos- 
sibly you would like to express some 
views upon the general questions which 
are before the Commission. I shall 
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be very glad to have you do so, if 
you desire to. 

MR. KENT: Perhaps it would be 
as well before that, that I should put 
a few questions that I have taken 
note of during the examination. He 
may find it necessary to express his 
views on those. Speaking as an in- 
surance man, Mr. Goldman, and with- 
out any connection whatever with the 
North American Life, are you in fa- 
vour of allowing policyholders to vote? 
A.—Not by proxy. 

Q.—Are you in favour of allowing 
them to vote in any other way? A. 
—Yes we do under our charter. 

Q.—In that case I conclude that you 
would be in favour of amending the 
present by-laws of the different in- 
surance companies, including: your 
own, So as to give them that right, or 
rather to give them the power; they 
did have the right but that_right can 
only be exercised in such a way as to 
be practically impossible. Are you in 
favour of really giving them the means 
of voting at your meetings. A.—We 
would have no objection to do that, 
but I am going to be quite candid. 
You ask me and I will be quite candid ; 
we would look with disfavour on any 
interference with the rights under our 
charter, whereby bodies of policyhold- 
ers could be gotten together so that 
a scoundrel or a schemer could cap- 
ture the company. 

—Then it comes to the same thing 
as it has already been stated before 
the Commission, you are in favour of 
giving the policyholders the right to 
vote, provided they won’t kick over 
the traces. A.—Yes. 


Q.—Did you ever hear of any public 
company who gave the right of five 
votes to $100 stock subscribed before 
your own company? <A.—TI_ don’t 
know. I have never looked into that. 

Q.—Do you consider it is a proper 
proportion of voting strength to say 
a stockholder of $100 shall have five 


votes whereas a policyholder of $1,000. 


shall-have one vote, that is, is a stock- 
holder entitled to 15 times the voting 
strength of a policyholder? A.—Well, 
I think it is a very good provision 
for us. 

Q.—I have not the least doubt of it, 
but put yourself in the place of the 
policyholder and tell the Commission 
if you think it is fair to the policy- 
holder. A.—I am prejudiced, sir; we 
have the charter, we have this pri- 
vilege and it is ingrained in me that 
it is a right thing to have, so that I 
could not answer it the way you 
would look at it. 
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Q.—Don’t you think it would be 
fair to the policyholder to say, it 
would be a good thing for you to 
vote but as we don’t know how you 
are going to vote it is better that you 
should have no vote at all, don’t you 
think that would be the best way to 
talk to your intending policyholders, 
because your Company as you are 
aware makes use of this inducement 
to your intending policyholders that 
your policyholders can vote and if 
they are not satisfied they can step 
in and upset the whole thing. A.— 
I don’t think they would argue that 
way, I don’t see how they could. 

Q.—Are you prepared to say none 
of your canvassers have ever argued 
in that way? A.—I could not say 
that, but I should think it would be 
a very foolish statement to make. 

Q.—You will acknowledge, I sup- 
pose, that the policyholders cannot 
exercise this voting right without 
enormous inconvenience to them- 
selves and that is really the reason 
why none of them take the trouble 
to tome to your meetings to vote. 
A.—Well, policyholders as a rule . 
don’t take much interest in the 
Annual Meetings. 

Q.—You have already stated that. 
My idea is to get an admission from 
you that the reason why they don’t 
take much interest in it is because 
they know they are held by the throat 
and that the first squeak they would 
be shut off from all discussion. If a 
stockholder of $100 can vote five 
times as against a policyholder of 
$1,000 once, it will take a good many 
policyholders to combine to upset a 
very small amount of capital stock. 
A.—yYes, it would, of course. 

Q.—What I wish to get from you 
is an expression of opinion as_ to 
whether the policyholders are fairly 
treated by the arrangement in force 
with the North American Life. A.— 
Well, of course I think so. ¢ That is 
our charter. But what we believe 
in, sir, I will follow that up, in this; 
Mr. Blaikie and myself believed and 
we are aiming at that, that at least 
half of our directors should be policy- 
holders and not stock holders. We 
believe in that way we would give 
the policyholders interests a fair 
representation. 

Q.—On another matter; you stated 
yesterday that rebating made insur- 
ance more costly. If the rebating is 
simply the handing over by the canvas- 
ser, the agent, of a portion of his com- 
mission to the insured, it does not 


INSURANCE. 745 


SESSIONAL PAPER No. 66 


27th day, May 22nd, 1906. 


increase the cost to the insurance 
company in any particular figure. 
What I suppose you had in your 
mind was that in consequence of the 
universal custom of rebating by 
agents the commission paid to the 
agents has been forced up consider- 
ably during the last ten years. A. 
—Yes, commissions have gone up con- 
siderably in the last ten years. 

Q.—Having in view a constant 
rate of premium which competition 
amongst companies will always keep, 
if not uniform, at least keep it from 
advancing, and the constant up- 
thrust by the agents, or an increased 
commission consequent on the 
increasing demands by future policy- 
holders for these rebates, can you 
not see, coming in the near future 
the moment when there will be no 
profits to divide amongst partici- 
pating policyholders in the first 
instance and dividends to _ policy- 
holders in the second place. A.— 
Well, I have not considered that, 
Mr. Kent. 

Q.—Don’t you think that it is 
absolutely necessary or rather that 
such a state of things must necessar- 
ily arrive sooner or later, ‘f the 
amount of gross premiums remains 
the same while the expenses are con- 
tinually increasing, this increasing 
expense must be taken from the pro- 
fits, those profits go to the partici- 
pating policyholders in the first case 
and to the directors next; if you 
make no profits there can be divi- 
dends to your stockholders. A.—No 
dividend to either party. 

Q.—There can be no profits to the 
participating policyholder _ either. 
‘A. —=No:; 

Q.—Then it seems to me it is only a 
question of a united effort by the 
agents or canvassers to get more com- 
mission, when this state of things will 
come to pass. If all the insurance 
managers acknowledge themselves un- 
able to stop this increased demand for 
ccmmission and they cannot get any 
more in the shape of premiums, there 
must come a time when there will be 
no profits to divide? A.—Well, on 
that point if the managers of the 
companies would be honest, one with 
the other, the question of rebating 
eculd be almost entirely stamped out. 
There would always be a black sheep 
_or two in the flock. but it could be 
almost entirely eliminated. 

Q.—Then I may say that you your- 
self are fully determined to do all that 
is possible, provided you have co- 
operation from other insurance man- 
agers? A.—Absolutely. 
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Q.—That is the reply I wanted to 
get. A.—And we have had for the 
last year or so meetings and discus- 
sions on the subject, and I entirely 
agree with you, sir, that if we can 
bring that about it is going to be for 
the betterment of the business gener- 
ally and I think it will be, I think 
the outcome will be all right. If I am 
allowed to say a few words, your 
honour, and gentlemen, I notice that 
scmeone made some remarks to you on 
the question of investments. Would 
you allow me to suggest that if any 
general amendments are contemplated 
in the Dominion Insurance Act, that 
such suggestions should emanate from 
the Insurance Department. The gen- 
tlemen in that Department at Ottawa 
have had years of experience; they 
should know better than anyone else 
what amendments are necessary for the 
Act to make it workable both for the 
companies and for the benefit of super- 
vision. Also if the blank form of re- 
turn requires amending so as to bring 
out further particulars and informa- 
tion, the suggestions should emanate 
from that Insurance Department. 

Now with respect to the powers of 
investment of insurance companies. 
To-day we have before us_ what is 
known as the Armstrong Bill, the 
amendment to the New York Insur- 
ance law lately passed at Albany, and 
which takes effect, I believe, the first 
of next year. The insurance companies 
with their hundreds of millions are 
going to be seriously restricted as to 
their power of investment. I have no 
doubt that in course of time that will 
be modified. I will not dwell on that. 
It is mere opinion. 

You go across the water to Great 
Britain and you find there that the 
companies have absolute free trade in 
investments. Now, I think for Can- 
ada we should have a happy mean. 
To allow the companies on this con- 
tinent to have free trade in invest- 
ments would be injurious, would tend 
to speculation, and would tend to great - 
loss of funds. In that connection, in 
the Board of Trade returns the invest- 
ments of the British companies are 
grouped. For instance, they will say 
here ‘‘Railway rent charge, guaran- 
teed and preference stocks, £876,000.”’ 
Heaven only knows what’ they are. 
They are never shown in detail; they 
are known only to the directors and 
officers. We may take one company 
here, a fine old institution, the Friends 
Provident Institution. The very name 
indicates stability. I find among 
their assets, ‘‘investments in commer- 
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cial and other companies, debentures 
and debenture stocks, £417,000.’’ Now 


while the stable conditions in Great ° 


Britain for enterprises. of that kind 
may warrant the investment of trust 
funds in such securities, I am abso- 
lutely certain it would not be safe in 
the Dominion of Canada. I do not 
think it would be safe for us to be 
allowed to invest in the bonds or 
stocks of a cotton mill or anything of 
that sort. Without dwelling on that 
point any further, I think I have 
made my point clear, that so far as 
the absolute freedom for investment— 
I believe someone stated that should 
be the case—I would be absolutely op- 
posed to it. There must be some re- 
striction. Under our Act we are fairly 
well restricted. At the same time we 
have to look forward. We look back- 
ward for experience; forward for 
something else. Now what is the saf- 
est investment to-day that you can ob- 
tain? In my judgment it is the bonds 
or stocks of a first-class electric road, 
of an electric light company or a power 
company, or gas companies. All these 
come under the head of public utili- 
ties, but they must have an earning 
power. I do not believe in a company 
investing its funds in securities until 
that security is absolutely earning in- 
terest. Now you may say, so invest 
your funds in the Dominion of Can- 
ada. But the class of securities I have 
named, in the Dominion of Canada, 
you can count on the fingers of your 
hands, because you must have a popu- 
lation to give these securities an earn- 
ing power and there is not enough to 
go around among the companies, and 
with the increase in the assets of the 
companies there will be a less number 
to go around. Therefore in that re- 
spect the companies are tied up in 
Canada. Now what I would like. to 
see is in those special public utilities 
which have become a very favourite 
and safe investment in the United 
States, I would like to see the Insur- 
ance Act amended so as to give the 
Canadian companies greater power to 
invest in such class of public utilities 
in the United States. I think there 
should be a limit and that limit should 
be some proportion of the assets of 
the company. I won’t dwell on that. 

Now someone has said, why not take 
mortgages and debentures? We all 
take a certain quantity of debentures, 
but we all know that debentures, while 
an absolutely safe security—we believe 
so—debentures can be purchased only 
to earn a certain rate of interest. That 
is on the asset side. Now on the other 
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side of your account you have got your 
reserve. In other words, you are ac- 
cumulating a sinking fund to meet 
your future liabilities. If that sinking 
fund must earn 33 per cent., on the 
other side of your account you must 
have assets to earn at least 43 per 
cent. if you are going to accumulate 
a little surplus for your policyholders 
and provide a small portion of the in- 
terest for the expense of the invest- 
ment branch of your business. 


With respect to mortgages, we can 
get some in Canada and we do, but it 
would be unfortunate if we were tied 
up to that one class of security, be- 
cause we know very well that an in- 
vestment in a mortgage never appreci- 
ates in value, and we know from ex- 
perience—and no one better than Mr. 
Langmuir there, sir, on the right of 
you, from the years that we went 
through, that when a mortgage ma- 
tures at the end of 5 or 10 years, the 
property has depreciated in value. 
That has been the experience right 
through Canada. Therefore it would 
be unfortunate for the companies to 
be tied up to those items. 


Now someone has said—and as a-rule 
people who express these opinions have © 
never had the investment of one dollar 
to make in their lives—why not take 
British Consols or something of that 
sort? What has been the experience 
with British Consols? Take that old 
company, the Equitable, of Great. Brit- 
ain, founded in 1762. At one time it 
had 100 millions of insurance in force; 
to-day it has about 40 millions. It is 
what is known in the Old Country as 
a rich man’s company. The policies 
average about £1,500 a piece. They 
do not employ agents, although they 
have a sort of gentleman who goes 
around to urge the policyholders for 
the sake of continuity to get their 
friends in, so that they pay no com- 
mission. Now the Directors and offi- 
cers of that company have nothing to 
do but look after the investments, be- 
cause they issue four policies a week. 
At their last division of profits in 1904 
they had to provide £92,000 for de- 
preciations in the value of their in- 
vestments, British Consols principally. 


We will take the Life Association of 
Scotland, a company that conducts its 
business at a small percentage of ex- 
pense. We find in their last annual 
report that they had to apologize be- 
cause they could not pay a dividend. 
They pointed out the large amount of 
money that had been lost in mort- 
gages; they pointed out that British 
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Consols had come down from a certain 
amount to a certain amount, unprece- 
dented, and they had to provide £162,- 
000 for these. 


Now I am not going to weary you, 
because I could go through this thing 
and tell you all about these companies 
and what they had one, but I want to 
merely point out two cases and here 
sir is an apt case to Mr. Kent; this 
Life Association of Scotland, the loss 
of their dividends is not through the 
expense of their business, because their 
business in conducted at a moderate 
expense, as most British Companies are, 
but it has been through the investments, 
and they were considered gilt edged 
investments when they made them. To- 
day Mr. Blaikie, the President of the 
North American Life Insurance Com- 
pany, who has a policy in the Life As- 
sociation of Scotland, 48 years old, 
with profits, is to-day paying the same 
premium as he started with 48 years 
ago. That is the condition. There- 
fore in considering this question of in- 
vestments you need to consider the 
Canadian Companies, the surround- 
ings, the securities we have, and while 
we have restrictions now we should not 
be more restricted. At the same time 
I think speculation must be kept away 
from the companies. They must not 
be allowed to speculate in securities. 
The company should be limited to au- 
thorized investments. I am not going 
to bolster up the North American Life, 
but we have had many beautiful 
schemes presented to us, where we 
could have made a lot of money, but 
our Directors would not touch them, 
because they said whatever we do we 
will never invest a dollar outside of 
an authorized security. I could say a 
ereat deal more, but I do not want 
to weary you, I want to merely to 
convey my ideas and I hope I have 
done so to your satisfaction. 

MR. LANGMUIR: Before you pass 
from that, Mr. Goldman, do you look 
upon Insurance Funds as preeminent- 
ly trust funds? Isuppose you do? A. 
—Well, partly so. 

Q.—Wherein do they differ from 
trust funds, that is funds held by a 
trustee for investment for widows and 
children? A.—In this respect, that of 
the Directors of a Life Insurance Com- 
pany when making investments use 
their best judgment and discretion and 
there is a loss, they do not become per- 
sonally responsible. Under the Trustee 
Act, where a trustee invests funds and 
there is a loss he is personally respon- 
sible. That is a very wide distinction 
sir. 
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Q.—You know the class of securities 
that trustees can invest in in the var- 
ious Provinces of Canada? A.—Yes. 

Q.—Very restricted? A.—Very. 

Q.—Mortgages, Municipals, Govern- 
rath Bonds? A.—Yes, very restrict- 
ed. 

Q.—Do you think that in the invest- 
ment of insurance funds you should 
have greater scope than the ordinary 
investment of trust funds? A.—Un- 
doubtedly, for the reason that we have 
to make some profit. 

Q.—Well, without that what will 
happen? A.—If we cannot do that, 
then the business would have to be 
conducted on the without profit plan, 
or you would have to give the policy- 
holders what little profit you could 
make. 

Q.—Don’t you think it would be 
wise first to try to reduce expenses be- 
fore you come to that conclusion? A. 
—Well, we are trying to do that the 
whole time sir, and I want to say that 
I think that is a very important fac- 
tor. In fact it is a duty imposed on 
all the companies that they should en- 
deavour to reduce expenses. I make 
that statement publicly. 

BY MR. HELLMUTH :— 

Q.—I understand Mr. Goldman that 
you have just ‘stated that in getting 
these better investments one of the 
objects is that you may earn a higher 
rate of interest than the interest 
charged upon the reserves? A.—Ex- 
actly. 

Q.—Since the year 1900 your re- 
serves for all those coming in and tak- 
ing out policies since then are based 
on 33 per centP A.—3% per cent. 


Q.—And you have been earning and 
are now earning about 4.85 upon your 
invested funda? A.—Exactly. 

Q:—So that you have a margin of 
14 per cent., a trifle over the rate on 
which your reserves are based. That 
I suppose belongs to the policyholders, 
it is an advantage they get? A.—Yes, 
it is an advantage they have. 

Q.—And the result is that there is a 
distinct saving to the company in that 
respect, because you have based your 
premiums upon the 33 per cent. re- 
serve, is that not so? The net prem- 
iums? A.—The increase in the inter- 
est means an acceleration to the profit. 

Q.—We will get away from profits 
then. In making up your premium 
the first amount that you find is what 
is called the net premium? A.—Yes. 

Q.—The net premium for a man of 
40 at 33 per cent.—which is what you 
take now? A.—Yes, the standard. 
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Q.—On $1,000 would be $24.65 ac- 
cording to the tables? A.—Yes. 

Q.—I am not taking any insurance 
company’s tables, but the ordinary 
tables? A.—Yes. 

Q.—You take that premium, and 
then you add to that premium a certain 
eee: for loading and profits? A. 
+ Yes. 

Q.—Anything that you make in the 
way of interest on the sums that 
come from that policy is something 
that might possibly reduce the prem- 
ium, if the loading was enough, and 
ae did not pay any profits? A.— 

es. 

‘Q.—Anything that you made by 
the gain in mortality could do the 
same, you have tables again for 
mortality? A.—Oh yes. 

Q.—And those tables are by no 

means reached in the experience of 
your company at all events? A.—Oh 
no. The average mortality over a 
term of years would probably be in 
our company about 75 to 80 per cent. 
of the expected. 
_ Q.—That is the cost that you put 
insurance at, wisely perhaps, so as 
to be safe, is something quite con- 
siderably greater than the actual 
cost of insurance when you take into 
account the saving in mortality, and 
the higher rate of interest that you 
get on your funds over 34 per cent? 
A.—Well, I could not agree to the 
first statement. 

Q.—What is that? A.—Because 
the tables upon which the premiums 
are based are from the actual exper- 
ience of companies and in the early 
vears of a company, while you are 
having an accession of new lives, it 
follows that the average mortality 
will be less than the expected, but 
in the course of time that will equal- 
ize itself. 

Q.—Not quite. Perhaps I may be 
mistaken. Because the longer you 
have the man’s money the more 
interest you are earning on it. That 
is to say if the death period is post- 
poned you have had that money 
longer to earn interest upon it? A. 
—yYes, but in the meantime that in- 
terest is being distributed in the way 
of profits. 

Q.—Get away from profits alto- 
gether; assume there are no profits 
at all; assume you start out with a 
company and charge the people who 
go into it the fair cost of what they 
are buying. We will assume that a 
man simply wants a policy of insur- 
ance to bring his family in $1,000 at 
his death. You would start out by 
charging him what would be the net 
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premium according to the tables? A. 
—Yes. 

Q.—You would make some saving 
on that by reason of the postpone- 
ment of the period in actual results? 
A.—That is a debatable question. 
There are circumstances to be con- 
sidered. In the case of a carefully 
managed company, where they exer- 
cise care and skill in the selection of 
lives, that would be the case, but 
we have known of cases which have 
not done that, and the result has 
been otherwise. 

Q.—Then we will take the care- 
fully managed company; assume the 
North American Life. There is the 
saving there on the expected rate? 
A.—Yes. 

Q.—We will only deal with a care- 
fully managed company. Then there 
is the saving of the interest earned 
at the higher rate? A.—Yes. 

Q.—Therefore if you say to one of 
your proposed insurers, you will have 
to pay me as I see you charge accord- 
ing to your book $27.05 premium for 
an ordinary life policy, non-partici- 
pating, at 40, you have loaded that 
premium and have charged the net 
premium, which is some $24, and 
have got enough. If you did not 
make this profit on interest, or if 
you did not have a more favourable 
mortality, you have got enough to 
give him $1,000 at the end of that 
time? A.—Exactly. 

Q.—Then with the better terms you 
can give him, and he ought to get 
more than $1,000, or he ought to have 
something returned to him, should 
he not, even that non-participating 
gentleman? A.—Well, that is a 
matter than would have to result 
from the working out of a company 
that tried that. 

Q.—But you never do it? A.—On 
the non-participating, no. 

Q.—But that man is paying more 
than the actual cost of insurance at 
that low rate, in the well managed 
company, isn’t that soP Perhaps he 
is not paying more than the cost of 
insurance if the expenses are very 
much more than you calculated for 
in the loading? May that be the 
explanation? A.—Oh well of course 
it would depend on two or _ three 
things. The matter of expense, do 
you earn the rate of interest, is the 
mortality as low as expected. 

Q.—I am taking a concrete case 
with you. I am taking your com- 
pany, that it has earned a higher 
rate of interest, that it has had 
carefully selected lives, that man is 
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paying more than the cost of insur- 
ance unless his money is used up in 
some other way? A.—His money 
would be doubtless used. The rate 
would be required for expenses. 

Q.—You would charge more than 
the actual amount you have loaded? 
A.—No doubt. 

Q.—Now do you approve of the 
investment feature rather than what, 
for want of a better term, I will call 
the indemnity feature of life insur- 
ance? A.—What do you mean by 
the indemnity feature? 

Q.—I have taken the straight life 
policy, and illustrated that; one of 
your own ordinary life policies, no 
profits, at a certain age? A.—You 
would call a straight life policy an 
indemnity ? 

Q.—Yes, he is promised nothing by 
way of investment at all, he puts his 
money in and his thousand dollars 
comes out automatically one may 
say at his death to his family; he 
has got to go on paying during his 
life. Now do you favour that, what 
I call an indemnity system, or an 
investment system? A.—I favor the 
investment system every time. 

Q.—I quite understand that, and 
in your agent’s manual you devote 
some 250 pages, more or less, to the 
various forms of investment policies, 
and some four or five pages, I think 
that is all, to the ordinary life? A. 
—I suppose you will find about 8 
pages to the ordinary system and the 
reason {of that is that the public 
don’t want it. 

Q.—That is you: say to the men, 
you take this policy, and it won’t 
only be a*question of protection for 
your family at death, but we will 
give you an investment, we will give 
you something that you may get out of 
it while you are alive? A.—Cer- 
tainly. 

Q.—And you can to a certain extent 
gamble on these deferred payments, 
the 20 year or semi-tontine, or what- 
ever they are called, you can take a 
chance? A.—Well of course I would 
prefer if you would withdraw _ the 
word gamble. 

Q.—I do, except that we all gamble 
about something? A.—I know, but 
these gentlemen of the press, it gets 
into the papers. If you will be 
kind enough to withdraw that word 
gamble, I do not like that in. 

Q.—I will, I won’t even use the word 
speculate. I did not mean to use the 
word offensively, but you say to a 
man if you stay in and live for 20 
years, you will be treated in a better 
way than your fellow members who 
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die before that 20 year period, isn’t 
that soP A.—Well, just let me say 
there on the question of gamble, we 
don’t like it applied to life insurance, 
because in the Act of George, you re- 
member, it was actually prohibited, 
for reasons with which we are all 
familiar. 


_ Q.—I have no doubt you do not like 
it, and I do not want to use it in 
that sense at all? A.—Now, with re- 
gard to what is called the deferred 
dividend or investment plan of insur- 
ance, that is sold extensively, and we 
put out a five-year dividend plan, we 
have got it out in the most attractive 
form possible, and a man will luck 
at it and say, ‘‘Well, I thing un ths 
whole I will take that 20 year option 
policy.”’ And what nas been the re- 
sult? In the last 15 or 20 years the 
introduction of the deferred dividend 
system has popularized life insurance 
prone the masses more than anything 
else. 


Q.—Now the man who wants any- 
thing of that kind of course has to 
pay a good deal more for it? A.— 
Than for what? 


Q.—Than for the ordinary life? A. 
—That is without profits. 

Q.—Or with profits? A.—No. 

Q.—More than the ordinary life 
without profits? A.—Yes, he pays a 
small percentage more. 

Q.—What I have ventured to term 
indemnity insurance, he has to pay 
a great deal more than that? A.— 
Slightly more. There is not such a 
very amazing difference. 


Q.—I notice that endowment policies 
run up a good deal. I turn to page 
83 of your book? A.—Oh yes, but 
then page 83, the endowment, for 
reasons, is an unfortunate compari- 
son.. You were talking about the life 
plan. Just keep to that, and see 
how that looks. 


Q.—I will keep to that; take an 
ordinary life on page 21, $32.60? A. 
—At age 40? 

Q.—yYes, I have taken the same age 
of course. The other was $27.05; this 
is $32.60. Something over $5 more 
on $1,000. Isn’t that so? A.—I will 
look it up. I am looking for the life 
non-participating; yes, one is $32.60, 
and the other $27.05. 

Q.—A difference of a trifle over 
$5? A.—$5.55, yes. 

Q.—Now that policy, the $32.60 pre- 
mium only gets a profit if the policy- 
holder survives the 20 year period? 
A.—That is all. 
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O--So. that: 1's 7man who spaye 
$32.60 instead of $27.05 dies at the 
end of 18 years, there is no more paid 
on his policy? A.—No, if he dies in 
the 19th year, take the most extreme 
case. 

Q.—He has paid this $5.55 in that 
case for nothing? A.—Yes. 

Q.—He has taken the chance of 
that P-, A:.—Yes. 

Q.—And it is to that instinct main- 
ly that these policies appeal? A.—Cer- 
tainly. 

Q.—It is not the strict securing 
of protection for his family that he 
pays that $5 for at all, he pays it 
on the chance of getting it for him- 
selfP A.—Exactly. He will realize, 
we have had men intelligently look 
into this, I have had them myself, 
and pointed out the difference, and 
that man will say, ‘‘Well, I get the 
protection under both, I will pay the 
little difference with the expectation 
of getting some return,’ and they 
will take that every time. 

Q.—You know of course that that 
feature of deferred dividends has, at 
some hands at all events, received 
severe condemnation? A.—I am aware 
of that. 

Q.—You know that the investment 
feature has been condemned by the 
Armstrong Commission P A,—I am 
aware of that. 

Q.—And you know that a perhaps 
somewhat celebrated writer has said 
that that investment system has 
brought about the progressive degen- 
eration of all life insurance companies 
on the American continent. Have you 
heard such strong language as that? 
A.—Oh, we have read all kinds of 
things on the subject. 


Q.—And you know that that is the 
system by which necessarily a large 
amount of the funds come into the 
hands of the insurauce companies, a 
much larger amount of course because 
for twenty years they do not have 
to account to anybody? A.—Of course 
necessarily it must accumulate the 
surplus. 

Q.—And you do not, I understand, 
approve of the system of dividing 
whatever there may be over the cost 
of insurance in the hands of the in- 
surance company amongst these poli- 
cyholders annually? A.—No, I do not 
approve of the annual dividend. I 
think the five year dividend, the Brit- 
ish system of the five year dividend, 
is better than the annual dividend. 
Would you pardon me there, you were 
referring to this late Armstrong legis- 
lation P 
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Q.—No, not legislation, I was re- 
ferring to the report. A.—Well, of 
course, but it comes under the Bill. 
We go from one extreme to the other 
as a rule, and a great deal of what has 
been written and said excepting in 
the case of one or two sane capable 
men, who we are always glad to read 
what they have to write, and their 
expressions are sound, but as a rule 
under momentary excitement there is 
a great deal of gush and nonsense 
written, and we are apt to go from 
one extreme to the other, and things 
are condemned that in saner moments 
we would take a different view of. 
We have to remember that. 

Q.—I am not at all desirous of deny- 
ing these facts. A.—We must remem- 
ber that certain things that were de- 
veloped in connection with the Arm- 
strong investigation were such that 
they would make that Committee very 
severe, they could not help but to so 
express themselves. I am free to ad- 
mit that. ; 

Q.—You did say to me that the 
public, as I understood you, wanted 
this investment feature in life insur- 
ance? A.—That is our experience. 

Q.—And that you yourself favor it? 
A.—I do. 

Q.—And the deferred dividend sys- 
tem? A.—That is one deferred divi- 
dend, yes. 

Q.—Now have you ever considered 
the fact that in the three big New 
York companies, I need not tell you 
which they are, for of course you know, 
60 per cent. of the policyholders who 
take policies on the deferred dividend 
plan, never reap any benefit, that only 
40 per cent, reap a benefit. Would 
that make you alter your opinion? 
A.—WNo. 

Q.—So that although the majority 
according to that authority after in- 
vestigation, although the majority of 
people who go in and pay that, in your 
case $5.55, never reap any benefit from 
it, you would favor the system for the 
advantage of the minority of 40 per 
cent? A.—Well, they have had the 
protection of iife insurance. 

Q.—But they have paid a great deal 
more than it cost? A.—Very well, 
they knew what they were paying. It 
is a matter of contract. 

Q.—Now is not that likely to tell 
very much more favorably for the rich 
than the poor, the man who is at all 
unfortunate in business or otherwise 
is not so likely to be able to pay the 
higher premiums than if he were sim- 
ply paying the cost of insurance? A. 
—Well, of course a company will give 
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a man any kind of policy he wants. It 
is a matter of indifference to us. If a 
person wants a cheap form of policy, 
we have tables to meet the require- 
ments of every class of people, and we 
will give them whatever they want. 

Q.—Pardon me, not quite a matter 
of indifference to you, because you 
favor, and your books urge, the taking 
of the other class of policy rather than 
the straight life? A.—You ask me as 
between the ordinary life without 
profits and the deferred dividend. I 
said I preferred the deferred dividend 
plan, but I say that whatever there 
may be there, no agent of ours can 
say we have urged him to sell any line 
of insurance. In fact I have always 
impressed this fact on the agent that 
he should consder just how much a 
man can pay, and not load him-up 
with insurance that will be a burden” 
to him in the future. That is the duty 
of an agent. 

Q.—Now let me ask you if there is 
any advantage to the policyholder in 
there being any capital stock in a com- 
pany? A.—Well, we think so in our 
case. 

Q.—To the policyholder? A.—Yes, 
we have a small paid-up capital on 
which there is an unpaid liability. 
Now the Directors having a large lia- 
bility there of théir own, they neces- 
sarily take a great interest in the in- 
vestments of the company, to see that 
they are safe and carefully invested, 
therefore there is a double protection 
for the policyholder. The Director and 
shareholder who is interested will pro- 
tect himself, and in that way he is pro- 
tecting the policyholder. 

Q.—Well that is merely in regard to 
investments, of course, you are speak- 
ing now; the advantage is by having 
Directors who are interested in making 
investments? A.—Yes, which is an 
important factor. 

Q.—Therefore on that principle, the 
larger the capital, and the greater the 
amount unpaid, the better would be 
the class of Director you could get? 
A —I wouldn’t say that. 

Q.—Why not, you are measuring it 
by the liability at present of the Di- 
tector and his responsibility? A.— 
No, I wouldn’t say that, and I do not 
advocate a large paid-up capital for a 
company. 

Q.—So far as the policyholders are 
concerned, the $60,000 in your case is 
no advantage to them? <A.—Well, 
now, let us move back a little. There 
must be a commencement. 

Q.—I am not dealing with that. The 
company, we will assume for your pur- 
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pose, started with a guarantee, or a 
capital; IT am taking it past that 
stage when it has its reserve sufficient, 
aud is in a perfectly solvent condition. 
Then anything in the way of capital 
which is getting 10 per cent. simply 
means withdrawing something from 
the policyholders’ money? A.—It is 
withdrawing a small sum outside of the 
interest it earns, fer the protection it 
gives. 

Q.—And you in your charter recog- 
nized apparently the possibility of wip- 
ing out that capital by putting in a 
provision for its repayment? A.—TI 
believe it was put in. 

Q.—You have heard that? A.—Oh, 
well, I know it. 

Q.—That would mean it is true, a 
bagatelle perhaps, but a saving in in- 
terest on the difference between $4.85 
and 10 per cent. on $60,000? A.—Yes, 
a mere matter of $3,000, that is all. 

Q.—Of three or four thousand dol- 
larsP A.—Yes. 

Q.—I am not saying it is much in 
your case, but the larger the capital 
is, the more there is that must come 
out of the policyholders’ funds to sat- 
isfy the dividends of the Directors and 
of the shareholdersP A.—yYes. It is 
generally recognized that when a com- 
pany is thoroughly successful and es- 
tablished that a large paid-up capital 
is of no earthly benefit to the policy- 
holders, is that what you want. to 
know P 

Q.—Yes. A.—But I think that a 
small paid-up capital like ours is very 
nice. It is a sort of pendulum. It 
keeps the balance. It is a nice thing 
to have. 


Q.—One’s own child is always beau- 
tifulP A.—Well, it should be. 

Q.—I notice you spoke about some 
of these English companies and their 
investments, but have you considered 
their expenses at allP A.—Yes. 

Q.—And I suppose you have noticed 
that the ratio of expense, perhaps for 
many good reasons, to premium in- 
come, is very much less in English 
Companies than in Canadian? A.— 
Very much less. 


Q.—And perhaps, as others have told 
us, one of the reasons of that is that 
they have nothing like the same pro- 
portion of new business each year that 
the Canadian companies have to the 
total volume of btsiness, the English 
company has much old business on its 
booksP A.—Yes. 

Q.—<And its new business written in 
any particular year does not bear the 
same proportion to the old business 
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that yours does? A.—That is one of 
the reasons. 

Q.—And a very considerable reason 
in the opinion of some; I don’t know 
it would be with you. Do you think 
that is a very large reason for the 
difference in the proportion of expense 
of the English Companies, do you think 
that is the chief reason, that is the 
small amount of business they write 
combined with the large old business 


they had in force? A.—yYes, that is 


one of the chief reasons. 

Q.—And the older the company be- 
comes therefore the lower its ratio of 
expense to premium income would be? 
A.—Well, that would depend. 


Q.—I do not mean if you take an 
exceptional year in which they write 
an enormous volume of business? A. 
—I do not want to take an exception- 
al year. Now supposing a company 
decides to extend its operations to 
Great Britain, our company thought 
of doing so, and I went over in 1904 
and investigated the conditions. My 
report is there. I told the Directors 
exactly what it would cost; an immense 
outlay the first year or two; and I 
told them they simply could not afford 
it. Another company did it. I think 
they have spent a lot of money there, 
and have increased their expenses. 
But we have got to remember this, 
what they are doing has a present 
value of the future result, because 
there is more stability to the business 
in Great Britain than on this conti- 
nent; the business is better renewed, 
and in a few years when that turns 
the corner, that company with its large 
outlay will have a good paying busi- 
ness, and its expenses will be material- 
ly reduced. 


Q.—But just getting back for a mo- 
ment, if a company was steadily writ- 
ing up its business, increasing its new 
business year by year, but having be- 
hind it all the time, as it should have 
a larger volume of old business, you 
would expect that ratio of expense to 
premium income to be steadily decreas- 
ing, subject to such exceptional mat- 
ters as you have mentioned? A.—It 
might for some years and then it would 
remain about constant. Take the case 
of these British companies. I can turn 
to two or three of them where their 
ratio of expense one year will be 14.15, 
the next year 15.10, and the next year 
14.65. There are reasons for it. It 
does not remain constant. 

Q.—But it is pretty nearly constant? 
A.—yYes. 

Q.—Do you think that a ratio of ex- 
pense to premium income of more than 
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double that is reasonable in Canadian 


. companies of 15 or 20 years standing? 


A.—Yes. 

Q.—Say 30 to 32, or 33 per cent? A. 
—Well, I think that a ratio of double 
that for some years in a Canadian 
company is not out of the way under 
existing conditions. 

Q.—But you know that that is even 
higher than the ratio ef expense in 
companies like the Equitable, the New 
York Life, and MutualP A.—wWell, 
their expenses varv, but it is unfair to 
compare a Canadian company with 
companies of that size. If you want 
a comparison you must take some of 
the medium sized companies there and 
you will find the ratio of their ex- 
penses to income is quite as high as 
curs, and in some cases very much 
higher. I can zize ycu a list of them. 

Q.—I do not waat to go into it elab- 
orately, but I want to get fairly what 
you say about it. You do not think, 
then, that it would be fair to compare 
the expenses or the ratio of expense of 
companies like the Equitable, the Mu- 
tual, and the New York Life with com- 
panies like your own, the Canada Life, 
and the Confederation, you would ex- 
pect your company’s ratio of expense 
to be higher than theirs? A.—We will 
take our own company, I would expect 
that our expense should be higher, be- 
cause apart from anything else these 
companies are twice the age of ours, 
and therefore they have got the bene- 
fit of a large accumulation of renew- 
als and established business. 

Q.—Would you still say that in view 
of the extravagance—because I don’t 
think that is an unfair word to use— 
of the way in which these companies 
have been shown to have been man- 
aged, companies like the Equitable? 
A.—Oh, the so-called extravagance, 
which amounts to a certain sum, is 
merely a fraction of a percentage on 
their income. 

Q.—Now you have, I understand, 
favored some method of doing away if 
possible with the enormous cost of first 
year business? A.—Yes. 

Q.—What you call preliminary term 
insurance? A.—No, proliminary term 
AnBHEAD ge is not allowed in this coun- 

ry. 

Q,—I1 thought that was what you 
had? A.—Oh, no, I have always been 
opposed to preliminary term.  Pre- 
liminary term was originally intro- 
duced by a foreign actuary, and it was 
applied only to the life plan, the effect 
being that it would relieve a new com- 
pany of a very large liability the first 
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year. It was introduced then into the 
United States, and at once was at- 
tached on to some endowment policies. 
Now that was abusing the privilege, 
and a gentleman eminent in the in- 
surance profession, recognized that, 
and has certainly made a scientific and 
vast improvement on that for a young 
company who want to have a moderate 
reserve the first year. What is known 
as the gradual accretion in step plan 
for five years. The preliminary term 
plan is condemned by every right 
thinking man when applied to endow- 
ment, and we, I am glad to say, have 
received a letter of apology for an un- 
fortunate reference to the American 
Life in there. (Points to report.) 

_ Q.—Will you tell me what the plan 
is that you adopt, if you do adopt any 
different plan in Canada, in order to 
obviate the cost of the first year’s in- 
surance? A.—wNo, there is no plan. 
We undér the Dominion Act have to 
put up the full reserve. 

Q.—So there is no plan at present 
adopted by you? A.—No. 

Q.—I thought you said there was 
aiplaniiecAs_No, 

Q.—I misunderstood you then. A. 
—You see in great Britain a com- 
pany is required to show its reserve 
hability once each five years. There- 
fore a new company starting has to 
put up no reserve for five years. Not to 
expose its affairs, if it has a little 
bit of fund left on hand it brings it 
down, and that is called Assurance 
Fund, and that to some _ extent 
enables them to get on their feet. 

Q.—You told my learned friend 
Mr. Shepley, I think, all that I 
wanted to ask about lapses, but there 
is one question I would like to ask 
you in reference to that. In your 
opinon should a policy remain in force 
until its reserve in exhausted? 
Assume that no payments are made, 
should a policy carry itself until it 
runs out by exhausting its reserve? 
A.—That is after it has been three 
years in force? 

Q.—After it has paid for itself, 
because it does not pay for itself I 
understand, or carry itself, until it 
has been running four or five years? 
A.—Yes, that is the experience. 

Q.—I am not asking that a policy 
should be carried by any _ other 
policy, but assume that a_ policy 
has paid for itself, and accumulated 
legitimately some reserve. Should as 
a matter of fairness—I do not know 
that that is an improper word to use, 
should that policy not continue until 
it exhausts its reserve, whether the 
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person pays up any more premiums 
or not? A.—Well, that is a debat- 
able subject, and there are so many 
elements in connection with it that I 
cannot answer you yes or no, for this 
reason; you have to take into consid- 
eration the fact of life insurance com- 
panies to-day endeavor to insure 
nearly every person, and they may, 
in considering a man from family or 
personal history not good for the life 
plan, and they may say to him we 
will give you an endowment. Now if 
that man under the endowment plan 
drops his payment after a few years 
you would be carrying him then free, 
this bad lfe, on the term plan for a 
great manay years. 

Q.—You are taking an exceptional 
case, which might justify exceptional 
treatment. I just take the plain 
case of ordinary life, the $32.60 man 
on that 20 year TontineP A.—lI 
have no opinion to express on that. 

Q.—Whether he should not autom- 
atically use up the reserve? A.—I 
have no opinion to express on that. 

Q.—If he does not, the result must 
be that someone else gets the benefit 
of that balance that would be com- 
ing to him? A.—No, he can have 
a paid-up policy. 

Q.—-I am assuming that he does 
not make any application? A.—Oh, 
that he gets nothing. That happens 
only occasionally. 

Q.—You told my learned friend, Mr. 
Shepley, that you had no rebates, | 
understood, at the head office, that is 
applications to head office, the rebat- 
ing system does not apply to an ap- 
plication that would be made direct to 
the head office? If I walk into your 
office and ask for a policy on my life 
from any one of your clerks or Assist- 
ant Managers, there would be no re- 
bate offered to me under those circum- 
stances? A.—I couldn’t say. As far 
as I am_ individually concerned, I 
would not know, but I am afraid if 
anyone 

Q.—You must know, because I would 
pay to the North American Life a 
cheque for my full premium, why 
would you not know where that went 
to? A.—I do not attend to the details. 
It goes through the Cashier’s and Ac- 
countant’s Department. I would not 
know the result of that. 

Q.—You cannot answer that ques- 
tion, then? A.—I could not answer 
that. 

Q.—Whether rebates are allowed at 
the head office or not? A.—No, but I 
can only say this, if you did walk in 
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we should send out for a bunch of 
roses, it would be such a surprise. 


Q.—But I have a policy in the North 
American Life, and not taken out the 
other day. A.—I am aware of that. 


MR. SHEPLEY: I certainly under- 
stood you to say to me, Mr. Goldman, 
that so far as your head office was con- 
cerned, where an application was made 
directly to the head office for insur- 
ance, that there was no such thing as 
commission or rebate of any kind? A. 
—Not that I know of. I do not know 
of any. 

Q.—Has anybody about the office 
any opportunity of tolling -a prem- 
ium that comes in? A.—wNo. 
~ Q.—Could that happen without it 
being known? A.-~—But for instance 
we encourage all our staff to write 
policies if they can, and out of our 
clerical staff we have developed some 
agents, and we will give them a com- 
mission on anything they can get. 

Q.—To your clerical staff? A.— 
Yes, any business they can write and it 
might be that if anyone did come in 
they would take the opportunity to 
get that. I personally, if anyone 
inquires of me about insurance, I 
send them to our agents down stairs, 
because I do not believe in compet- 
ing. against your own agents. 

MR. SHEPLEY: Mr. Goldman will 
quite understand that I may ask him 
to come again, but for the present I 
have nothing more to ask him. Mr. 
Dawson suggests that there seems 
to have been an error with regard to 
the method adopted or suggested by 
this company in respect of getting rid 
of this difficulty with respect to 
expense ratio by preliminary term 
insurance; that that was probably the 
result of an error in the schedule to 
the report of the Joint Committee, 
the Armstrong Committee, opposite 
-the name of the North American 
Life at page 292 of the report. There 
should have been a cross there; in- 
stead of that there is a star. A star 
means, ‘‘adopted preliminary term 
reserve plan since 1905.’’ The cross 
means, ‘‘estimated only.’’ 

JUDGE MacTAVISH: It is right 
to have that explanation made. 

MR. SHEPLEY: That is. what 
mislead Mr. Hellmuth. A.—That 
was a star put against us instead of 
a cross, and Mr. Dawson explained 
that that belongs to the United 
States Life, and was inadvertently 
put against our company. 

JUDGE MacTAVISH: I may © say 
that the Commission is disposed to 
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adjourn over the 24th, but will expect 
counsel to attend. longer to-morrow 
and on Friday if it is not inconven- 
ient. I think we should meet at 10 
instead of half-past ten, and we will 
not say anything about the time for 
adjournment to-morrow, because we 
will sit a little later if necessary to 
close this enquiry. 


MR. SHEPLEY: I have every 
expectation of concluding the inquiry 
into the affairs of this company to- 
morrow. 

(Adjourned to 10 a.m. on Wednes- 
day the 23rd day of May, 1906.) 


TWENTY-EIGHTH DAY. 
MORNING SESSION. 
Toronto, May 28rd, 1906. 


DAVID ERRET KILGOUR, sworn. 
Examined by Mr. Tilley.— : 

Q.—What is your position in the 
North American Life Assurance Com- 
pany? A.—I am Assistant Actuary. 

Q.—And how long have you occupied 
that position? A.—Since last year. 

Q.—Since 1905? A.—Yes. 

Q.—And prior to that time were you 
in the employ of the North American 
LifeP A.—yYes. 

Q.—In what capacity? A.—Clerical 
capacity. ; 

Q.—And how long have you been 
there in a clerical capacity? A.—I 
have been in the North American Life 
practically five years. 

Q.—That is from about 1901? A.— 
Yes. 

Q.—What actuarial education have 
you had? A.—Well, I am a graduate 
of the University of Toronto in mathe- 
matics in the first place, and Associate 
of the British Institute of Actuaries. 

Q.—Have you completed your actu- 
arial course yet? A.—Well, I do not” 
suppose anybody completes an actu- 
arial course. 


Q.—You do not regard yourself as 
quite completed, anyway? A.—I hope 
not. 

Q.—Then have you had any person 
associated with you in the actuarial 
work of the North American Life since 
you have been in the position of assist- 
ant? A.—How do you regard ‘‘associ- 
ated’? P 

Q.—Well, you speak of yourself as 
assistant: who is the actuary? A.— 
Well, there is no officially appointed 
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actuary. Mr. Standon has occupied 
the position of consulting actuary. 

Q.—Mr. Standon has been the con- 
sulting actuary, and you are assistant 
to him: is that the way you speak of 
yourself? A.—Well, I do not know 
as you would particularly regard it as 
assistant. I am assistant actuary: 
you can put it that way if you wish. 

Q.—Is it Mr. Standon you are assist- 
ant to, when you use the word ‘‘assist- 
ant’? P A.—I use the word assistant in 
a purely technical sense: there is no 
official actuary of the company. . 

Q.—There has been no official actu- 
ary appointed? A.—No, not since the 
death of Mr. McCabe. 

Q.—How long has Mr. Standon been 
the consulting actuary of the com- 
pany? A.—I really cannot say that: 
I suppose practically since the begin- 
ning of the company. 

Q.—Even during Mr. McCabe’s 
timeP A.—Yes. 

Q.—Mr. McCabe was the regular 
actuary of the company. Mr. Standon 
has been consulting actuary from al- 
most the beginning of the company 
down to the present time? . A.—As I 
understand it. 


Q.—Between Mr. McCabe’s death 


and your assuming duty as actuary, 
who did the actuarial work in the of- 
fice? A.—Well, it has been done by 
the clerical force. 


Q.—And matters from time to time 
submitted to Mr. StandonP A.—Well, 
matters that required to be submitted 
to him have been. 

Q.—Have the rates charged by. the 
company been altered to any extent 
during your time? A.—Oh, practic- 
ally not; they have been on a 33 per 
cent. basis since I have been there, 

Q.—What were they on before they 
were on a 38% per cent. basisP A.— 
Four per cent. 

Q.—Were they ever on a four and a 
half per cent. basis? A.—Yes. 

Q.—When? A.—Prior to 1897. 

Q.—So that prior to 1897 the reserve 
was computed on a 44 rate of interest? 
A.—Yes. You must not confuse that. 
The reserve and the premium rates 
are entirely different. We might put 
on a reserve and have a premium en- 
tirely different. 

Q.—You spoke of the year 1897? A. 
—1897, 1898, and 1899, four per cent. 

Q. —And since 1900 they were on the 
basis of 34 per centP A.—Yes. 

Q. _And they are on that basis now? 
A.—Yes. 

Q.—What rate of interest have you 
charged in computing reserve? A.— 
Well, on policies, practically the same 
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as in regard to premiums: on policies 
issued prior to 1897 we place a 4% per 
pent. on reserve, and policies issued 
in 1897, 1898 and 1899 4 per cent., and 
policies issued since that time we place 
up a 34 reserve: that is in excess of 
the Government requirement, because 
the Government only requires a 44 per 
cent. reserve prior to 1900. 

Q.—The Government requirement is 
ae policies issued before 1900? A. 
—Yes. 

Q.—Since 1900, 33? A.—Yes. 

Q.—You have changed it to 33, and 
you have changed on policies between 
1897 and 1900 to what? A.—As regards 
the reserve we changed it to 4 per 
cent, 

Q.—Have you changed your rate of 
interest on the reserve to three per 
cent. on any policies? A.—No. 

Q.—You have not taken the three 
per, cent. reserve? A.—No. 

Q.—What was the exact date when 
the change was made from 44 to 4 per 
centP A.—I do not know. 

Q.—Were you consulted about it at 
that timeP A.—I do not suppose I 
would be consulted. 

Q.—Then is the company doing any- 
thing towards preparation for any 
other change in rate of interest and 
computation of reserve? A.—Well, 
now, that question has come up very 
recently. You will understand that in 
connection with the class of business 
that we are issuing, the greater pro- 
portion of it is on the twenty year 
investment plan. 

Q.—What do you mean by twenty 
year investment? A.—I mean that, 
the dividend distribution is deferred 
twenty years. 


Q.—The period of distribution of 
profits is deferred twenty years? A:— 


“Yes; well, as a matter of actual fact 


when the period expires the greater 
proportion of those have drawn not 
only the surplus but the reserve as 
well, so that so far as they are con- 
cerned, they are out of the company. 
Take a policy in 1885, maturing in 
1905, the probability is eight to ten 
that the man will withdraw entirely. 

Q.—At what time? When will he 
withdraw entirely? A.—At the end 
of his twenty y,ears. A policy issued 
in 1885, maturing in 1905, or a policy 
issued in 1884, the probability is that 
he will withdraw in 1904: so that by 
1910, when the increased reserve is 
required, the greater proportion of 
the business that will be ona 44 basis 
will only be the business eed since 
1890: there is 20 years, 1890 to 1910: 
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so that at present we now have a four 
per cent. reserve on 1897, 1898 and 
1899: so that then we will practically 
have an increased reserve, to be put 
up only on the basis of 1890, or 
rather, 1891 to 1896: so that that 
makes about six years we only require 
to put up in 1910. The intention at 
present is to gradually go back, a year 
at a time. Next year we will put 
1896 on a 44 per cent. basis, and the 
next year the 1895 on a 4% basis; so 
that in 1910 we will practically have 
the entire business of the company on 
a 41 basis. 


Q.—Have you put the 1897 business 
on a four per cent. basis by going 
back in that way, or did you start 
in 1897? A.—I do not know whether 
they did or not. 


Q.—You say that from 1897 on it is 
four per cent. for some years, and then 
34? A.—Yes: 

Q.—And the idea now is to com- 
mence year by year and go back over 
the years and bring them to a four 
per cent. basis? A.—Yes. 

MR. SHEPLEY: You said 43 per 
cent. twice, but I do not think you 
mean it. 

MR. TILLEY: Q. But nothing in 
that direction has been done yet? A. 
—No, except for the years in ques- 
tion. 

Q.—That probably was not done in 
the way that you propose doing the 
other years? A.—No, possibly not. 

Q.—Then having done that, you 
think that when the time arrives 
under the Statute that your business 
will be all on the basis the Statute 
requires? A.—Yes, 

Q.—Then have you had charge of 
the work connected with distribution 
of profits amongst policyholders? A. 
—Well, to a certain extent. 

Q.—To what extent? A.—The dis- 
tribution in 1906. 

Q.—Then prior to that had you 
nothing to do with it at allP A.— 
No, except in 1905 I made certain 
investigations, with a view to the dis- 
tribution in 1906, but I had nothing 
to do with the allocation of 1905, or 
any years prior thereto. 

Q.—Who had charge of that work in 
the prior years? A.—Well, I suppose 
the work ‘would devolve on Mr. 
McCabe and Mr. Standon, I do not 


know exactly how they shared the re- 


sponsibility. 

Q.—But after Mr. McCabe’s death 
how was it done? A.—Mr. Standon 
entirely. 

Q.—Well, there would be necessar- 
ily work done in the office prepara- 
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tory to dividing the profits, would 
there not? A.—Not necessarily. 

Q.—Would work not have to be 
done in preparation for Mr. Standon? 
A.—Oh, well, there is a slight amount 
of clerical work might be required. 

Q.—Had_ you charge of that work? 
A.—Partial charge of it: I know what 
was done. 

Q.—Then I suppose that you know 
as well as any person in the North 
American Life office at the present 
time how the work was done during 
that period? A.—I cannot speak for 
the method he employed or how he 
arrived at his computation. 

Q.—But there is no person in the 
North American Life office that knows 
more about it than you do? A.—I 
suppose not. 

Q.—We have the best we can get 
when we have you? A.—Yes. 

Q.—Was there any different system 
adopted in 1906 from the system that 
had been employed previously? A.— 
Well, I cannot answer to the system 
that has been employed previously. 

Q.—But it this way: when you did 
the work in 1906 were you working 
along the lines that you believed to be 
similar to those of Mr. Standon? A. 
—I worked along lines that I regarded 
as quite similar to Mr. Standon: I 
did it independently of Mr. Standon. 

Q.—Without any instructions from 
Mr. Standon? <A.—Yes. 

Q.—Was the result of your work 
submitted to Mr. Standon? A.—It 
was submitted. 

Q.—Just when would your work be 
done? A.—Well, the final work was 
done at the beginning of the year. 

Q.—At the beginning of the year 
1906? A.—Yes. 

Q.—In January do you mean? A. 
—Yes. 

Q.—And when it was completed it 
was submitted to Mr. Standon? A.— 
Yes. 

Q.—Then was there any discussion 
as to whether your method of distri- 
bution of profits was the same as his 
or not? A.—No. 

Q.—Nothing at all? A.—No. 

Q.—And you say that you cannot 
vive us any definite information on 
that? A.—No. 

Q.—Did you prepare the memo. that 
was sent in to the Commission headed 
‘‘Profits,’’ which deals with that sub- 
ject in a general way? A.—Yes. 

Q.—This is prepared by you? A.— 
Yes, that is prepared by me. I have 
a copy of it, and I will follow you. 

MR. TILLEY: Probably, as this de- 
scribes the method in which the work 
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was done as shortly as it can be put, 
we had better make this an exhibit. 
(Exhibit 148.) And then we can refer 
to it as we go along. 

Q.—You say ‘‘Regarding the method 
adopted by Mr. Standon, that under 
the advice of Mr. W. T. Standon, the 
consulting actuary of the company, 
who annually apportions the surplus 
divisible under all classes, and upon 
the concurrence of Mr. William Mc- 
Cabe, the late Managing Director and 
Actuary of the company, it was decid- 
ed to distribute moneys thus surviving 
the deferred distribution periods, and 
entitled thereby to share in the sur- 
plus in proportion to the original esti- 
mates, the percentages thus adopted 
have been those which, in the judg- 
ment of the consulting actuary, fairly 
represented or reflected the business 
conditions over a period coincident 
with the duration of the policies so 
shared.”? That is the description in 
a general way of the method employed 
before you did the work in 1906? A.— 
As I understand it. 

Q.—How did you get that under- 
standing? A.—Well, I discussed the 
matters generally with Mr. Standon; 
he was here in the summer of 1905. 
The general question of distribution 
came up for consideration, especially 
at Mr. Goldman’s request. It was 
considered then. The advisability was 
considered of adopting a complete sys- 
tem of bookkeeping for the surplus of 
certain investments that were made—-- 

Q.—When you say it was considered 
ad ep ine a complete system A.— 
Yes. 

Q.—What do you mean by that? A. 
—I mean the bookkeeping, accounting. 

Q.—Something more accurate? A. 
—Not necessarily. 

Q.—Then it was considered that a 
change should be made or discussed, 
at any rate, at that time? A.—Yes. 

Q.—Then your statement that your 
method might or might not be the 
same as Mr. Standon would not be 
quite correct, would it? You knew 
from your talk with Mr. Standon‘ that 
this method you were going to adopt 
was different from his? A.—It did not 
necessarily follow it would be differ- 
ent; if we made different records in 
the book it would not necessarily fol- 
low that the system was different. 

Q.—And from knowing what you 
learned from Mr. Standon, can you 
say whether he, when he made his 
computation, did it in the same way 
that you have done it or not? A.— 
Well, I do not expect he did it in the 
same way—not exactly in the same 
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way. I cannot tell you exactly how 
he arrived at it. 

Q.—Have you asked him? A.—I 
have asked him. 

Q.—Have you been answered? A.— 
Let me explain the point here, and 
probably it will settle this question 
without going very much further into 
it. Supposing an analysis was made— 
I am supposing this in the meantime, 
and I BOE it is the case—sup- 
posing an analysis was made in 1900, 
supposing an absolute, accurate an- 
alysis was made, of the business con- 
ditions of the previous 20 years, and 
supposing in that year they arrived 
at an accurate basis for dividing the 
surplus of that year, well, now, it 
would be a comparatively easy matter 
from year to year to adjust the pay- 
ments. 

Q—Well, now, did Mr. Standon, 
when you asked him how he arrived 
at his basis, or on what basis he divid- 
ed the profits, give you an answer: 
that is what I asked you? A.—What 
T understood from Mr. Standon, and 
what I have stated there in that ques- 
tion, is this: that the figures and sta- 
tistics were provided by Mr. McCabe, 
and together in consultation they ar- 


rived at a basis of payment. 


Q.—Do you understand they made a 
basis of distribution at a certain 
period, a certain time, and then after- 
wards used that as a basis for further 
distribution of profits? A.—yYes, I 
understand that. 

Q.—Then the first computation you 
say would be accurate? A.—I judge 
it would be. I do not suppose Mr. 
McCabe would do anything that was 
not accurate. 

Q.—The other computations would 
not be accurate, would they? A.—Oh, 
I think they would be approximately 
very accurate. 

Q.—But they would not take inte 
account the difference in the change 
in the rate of interest? A.—Oh, that 
can be very easily done. I can show 
you a calculation that it would be very 
easy to make that change. Now, for 
instance. take the case of twenty pav- 
ment life policy: supposing that 20 
years ago the rate of interest earned 
was six per cent.: supposing that it 
is reduced now to four per cent.: that 
is purely hypothetical, but it will do 
for illustration. Well, now, the poli- 
cies entering in the 1905 class, or, say, 
issued in 1885, would have one year 
longer, with the rate of interest at six 
per cent., than the policies starting at” 
1886, and correspondingly they would 
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have one less year at four per cent., so 
that on the aggregate, those sharing in 
1905 would be entitled to an aggregate 
saving, excess, rather, in interest of 
two per cent. You see that? 

Q.—Yes? A.—Now, two per cent. 
spread over a period of 20 years would 
be an average of a tenth per cent. in 
that year, and it would be a simple 
matter of mathematics to determine 
what would be made by that system— 

Q.—Would you adopt that system? 
A.—I think it would be quite accurate. 

Q.—Have you adopted it? A.—I 
have not adopted it this year. 

Q.—Why not? A.—Because I made 
an accurate analysis this year. 

Q.—What do you propose doing next 
year? A.—That will decide for itself. 

Q.—You are an actuary and you 
would have certain fixed notions about 
your duty and how you propose to 
carry it out? A.—If we make an ac- 
curate analysis of the business we 
would have to do it exactly. 

Q.—You propose to have an aceur- 
ate analysis next year? A.—No, we 
may not. It may not involve the same 
work it entails this year. 

Q.—Not so much work? -A.—Put it 
that way. 

Q.—And the following year the 
sameP <A.—Yes. 

Q.—You do not propose to distribute 
_your profits by the work you have done 
in 1906? -A.—Well, that does — not 
follow at all. 

Q.—Taking that as the basis? A. 
—That does not follow .at. all. If it 
were not for the fact that we intend 
to introduce a system of bookkeeping 
in our profits, I do not think that 
additional work would be necessary 
from year to year. I think that the 
matter of surplus payment would be 
quite easily adjusted. 

Q.—What do you mean by intro- 
ducing a system of bookkeeping? A. 
—The distribution of profits is a mat- 
ter which the company has to deal 
with, and I won’t say I am entirely 
competent to deal with it. I have my 
own notions, and I am working with 
that in view. 
~ Q.—Let us have your notions? A. 
—Well, I am probably considering the 
system which Mr. Papps has described 
here. 

Q.—You say you would take the sys- 
tem Mr. Papps outlined in his evi- 
dence? A.—I may adopt that: that 
is under consideration. 

Q.—In the work you have been do- 
ing in 1906 have you not had regard 
_ to some system in doing this work? A. 
—Well, it has not been fully decided 
on yet what we will adopt in 1907. 
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Q.—That is not quite the question 
I asked you. In doing your work for 
1906 have you not had some definite 
system in view? A.—No, not for the 
future. 


Q.—You have just been dealing with 
the one year, 1906? A.—Yes. 


Q.—You have not stated on the plan 
Mr. Papps outlined in the way of 
keeping an accurate account for each 
policy? A.—No. 

Q.—Do you propose to do that? A. 
—I cannot tell you. 

Q.—You cannot say? A.—wNo. 

Q.—Is there any better method that 
you know off? A.—Well, I think that 
method probably entails some unneces- 
sary work. I won’t say that, because 
I have not made a sufficient. analysis 
of it yet. There are other methods 
employed, but I think myself it is 
probably as satisfactory as any. 


Q.—Other methods more or less 
lump results, do they not? A.—Well, 
I do not know that you need put it 
that way, because I consider that if 
the analysis made in 1900 was a cor- 
rect analysis, and we made an analysis 
in 1905, we would have a correct and 
proper basis on which to divide our 
surplus. 

Q.—That is to say, you would have 
a proper basis in 1905? A.—Yes. 

Q.—Supposing a proper analysis 
was made in—what was the first year 
you gave meP A.—TI understand it is 

900. 


Q.—Was a proper analysis made in 
1900? Do you know thatP <A.—I 
understand that Mr. McCabe provided 
Mr. Standon with figures in 1900 and 
together in consultation they decided 
on the basis of payment. 

Q.—Do you know whether there was 
an accurate analysis of everything 
that is considered to be necessary in 
order to have a proper division of pro- 
fits in that year? A.—That I could 
not say. 

Q.—Then that basis for argument is 


“not quite clear in your mind? A.—I 


presume that a man of the eminence 
of Mr. McCabe would not do any- 
thing in a slipshod manner. 

Q. —If you made an accurate analy- 
sis in 1900 you would have to make a 


‘similar analysis in every year after- 


wards, would you not? A.—Not neces- 
sarily. I just described to you as well 
as I could. 

Q.—It would be approximate? A. 
—Yes. 

Q.—Do you say as an actuary that 


-it is proper to divide the profits in 


that approximate way? A.—Well, 
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think it does substantial justice to the 
policyholders. 


Q.—However, you have decided on a 
somewhat different method? <A.— 
Well, that is not in order to do a 
greater justice to policyholders at all. 
It is simply for the purpose of adjust- 
ment in the office. 


Q.—You speak of the different fac- 
tors that must be considered in mak- 
ing your computation: tell. us what 
they are? A.—Well, there is the 
lapse ratio, the rate of interest, the 
rate of mortality. 


Q.—And the expense I suppose? A. 
—And the expense. 

Q.—Then when you speak in this 
memo under number 3, discontinue, 
you are there referring to lapse ratio, 
I suppose? A.—Yes, 

Q.—And surrender and so on? A. 
—Exactly. 

Q.—AIl policies that are discontin- 
ued in any way? A.—Yes. 

Q.—How does the mortality of the 
North American Life compare with 
the tables? A.—Well, I will tell you, 
in this connection we have assumed 
there—I think it is a generous assump- 
tion—we have assumed a saving of 
thirty per cent. on mortality. 

Q.—That is to say, the mortality in 
the North American Life is just 70 
per cent. of the H. M. table? A.— 
IT am assuming in the last 20 years 
that it has been 70 per cent. I have 
regard of course, there for the known 
facts for the last few years. 

Q.—The .known facts for the last 
sew years: what years do you mean? 
A.—This year our mortality was 60 
per cent., and last year 70 per cent. 

Q.—How many years can you go 
backP A.—I have not made any cal- 
culations past that, but I have heard 
Mr. McCabe and Mr. Standon say 
that the expected mortality remained 
about 70 per cent. 

Q.—That does not seem to have been 
kept very accurate in your office, 
either A.—I do not know whether it 
was or not; I am not responsible for 
that. 

Q.—It is not a case for responsibil- 
ity; we are simply trying to ascer- 
tain the factsP A.—Well, I do not 
know that. 

Q.—But there is nothing that you 
have been able to find in the office 
that shows any proper record of that 
being kept? A.—I have not observed 
any record. 

Q.—That is one of the items that 
must be considered in adjusting pro- 
fits? A.—Undoubtedly. 

Q.—And all you can say about that 
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is that you find no record in the office 
that shows an exact record of that has 
been kept? A.—You can get that by 
calculations. 

Q.—I am not asking that? A.—No, 
I have not found any record of that. 

Q.—What have you to say about the 
interest? A.—Well, of course that is 
exactly found 

Q.—There would be no trouble about 
that? A.—No, that is exact. 

Q.—Then discontinuance? A.—Well, 
that is exact. 

Q.-—What you say here is that, ‘‘A 
special rate of discontinuance was de- 
termined for both the 20-year and 15- 
year distribution classes. For this pur- 
pose an analysis was made of the pol- 
icies issued in several years, and an 
account taken of the premiums paid 
during their currency. While direct 
adherence to classification according 
to years would have been preferable, 
had the magnitude of the business per- 
mitted, the advantages accruing from 
the adoption of a trustworthy average, 
and the continuity thus attainable in 
the results of continuous years, made 
the construction of an average or ag- 
eregate table desirable.”? You are 
speaking there of the way you did it 
in 1906? A.—Yes. 

Q.—There again do you find any re- 
cord of previous years? A.—I have 
never observed any record. When I 
say I have not observed any record, it 
is quite possible and it is likely a fact 
that records were made, but under- 
stand that mathematical records are 
not always kept in our office—not al- 
ways preserved. 

Q.—Do you say a record that would 
be compiled of these important mat- 
ters relating to the distribution of pro- 
fits among the policyholders would not 
be preserved? A.—Oh, but. that is 
past history. 

Q.—It is past history, but is it not 
all. usefulP A.—Not necessarily : we 
would not use it in the computation of 
1906. 

Q.—Would you destroy your record 
on which you had based your distribu- 
tion of profits in 1906? A.—As a 
matter of fact I do not think I will de- 
stroy it. 

Q.—In fact you will be very careful 
not to destroy them, but will preserve 
them? A.—TI will . try: to preserve 
them. 

Q.—And if any such record had. ex- 
isted for previous years the probability 
is that they would have been pre- 
served? A.—I do not think so at all. 
Mr. McCabe had a peculiar way of his 
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own. He had a lot of records, and did 
not take anybody into his confidence. 

Q.—He was not the sort of man 
that would destroy his records? A.— 
I do not know whether he was or not. 

Q.—You are speaking of himP A.— 
Well, I think he probably did. I do 
not think he considered it necessary. 
He was not a man to keep his records 
if he did not consider them necessary. 


Q.—Then take the heading ‘‘Ex- 
pense,’’ the last item: that you say 
must be construed in making an accur- 
ate distribution of profits? A.—Yes. 


Q.—Have you found exact computa- 
tions for expenses kept or preserved? 
A.—Oh, well, that is not necessary to 
keep, because you can make them up 
at any time. 


Q.—We will just see what you have 
said about that: ‘‘In determining the 
rate of expense to apply, the follow- 
ing plan was followed: the general ex- 
pense of the company, excluding those 
of investments, was determined and 
apportioned between the new and old 
business on a basis of eight to one’’?P 
A.—Yes. 

Q.—How did you arrive at that? A. 
—I analyzed the business of several 
years, analyzed every element of ex- 
pense. 

Q.—Tell me on what basis the divi- 
sion between first year expenses and 
renewal expenses was divided in any 
previous year? A.—I cannot tell you 
that. 

Q.—You say this matter of expense 
would be the thing that would be so 
easy to determine exactly? A.—But I 
do not know how they did determine 
it, though. 

Q.—That eight to one—that is eight 
dollars for first year business as against 
‘one dollar for renewal business? A.— 
Exactly. 

Q.—Of business? A.—Yes.: 

Q.—That is just an approximation 
by you? A.—Well, it is a very close 
approximation. 

Q.—I am putting it that way, that 
it is an approximation: I am not say- 
ing it is not close? A.-—It is an ap- 
proximation on actual facts. 

Q.—You cannot prove it to a mathe- 
matical demonstration? A.—It is not 
necessary. 

Q.—I am not asking that question? 
A.—That is right. 

Q.—It is an approximation? A.— 
Yes. 

Q.—So that that is an item that dif- 
ferent persons would probably make a 
different approximation for? A.—It 
would not bring out different results. 
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Q.—Why? A.—Because if you take 
eight to one, and if you take nine for 
the first year expense, it would be 
slightly less than one, so that over a 
perrod of 20 years the same result 
would be practically attained. 

Q.—You think it makes no difference 
what proportion you divide the ex- 
pense? A.—It does to a certain ex- 
tent: it will if the discrepancy is 
large, but if you get it as approxi- 
mately and as accurately as you can 
get it—— 

Q.—I am not complaining of it for 
the present. I am getting the facts, 
that that is a matter of an approxima- 
tion merely, in the way you have done 
it? A.—I do not like the word ‘‘ap- 
proximation”’ there. 

Q.—You cannot say that the ratio 
that you used for 1906 was the same as. 
Mr. McCabe used in 1900; you cannot 
say? A.—No, I cannot say that. 

Q.—And you have no means of 
knowing how he divided the expense? 
A.—No. 

Q.—As between first year and re- 
newal? A.—No. 

Q.—And if you divided them differ- 
ently from Mr. McCabe, and _ they 
should have been the same—— A.— 
Not necessarily. 

Q.—Then that would bring out a 
different. result? A.—Different result. 

Q.—It would depend upon the dif. 
ference in figures: a litle difference 
would make a little difference in the 
amount? A.—Probably, yes. 

Q.—You say that that is a fair di- 
visionP A.—Yes; for instance, the 
New York Life takes six to one, and 
they find it works all right with their 
company. 

Q.—Could you tell me any other 
companies? A.—I do not know of any 
other companies; I am not very fam- 
iliar with them. 

Q.—Where did you get the inform- 
ation about the New York Life Com- 
pany six to one? A.—Mr. Hunter, the 
associate actuary, told me. 

Q.—Assuming the New York Life 
was right—whether they were right or 
not would depend upon whether your 
expenses were much larger than the 
New York Life for the first year? A. 
—It would depend on a good many 
elements. 

Q.—Your expenses for the first year 
are very high as compared with other 
companies? A.—TI do not know about 
other companies. I never regarded 
our expenses as exceptionally high. 

Q.—I suppose you have seen these 
gains and losses exhibit of policies, for 
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1904, that is printed in the report of 
the Armstrong’s Committee’s work? 
A.—I think I have seen it—yes, I have 
seen it, 

Q.—It is given at page 292 and that 
puts your first year expenses very 
high does it not? A.—How do you 
reckon first year expenses? Are you 
reckoning on the basis of the prem- 
iums or on the basis of the loadings? 


Q.—I am taking it on the per cent- 
age given here; is this a computation 
of first year’ expenses; is that what 
this table shows? A.—I do not under- 
stand that method very accurately my- 
self, but I think it is a per centage in 
regard to the loadings and not in re- 
gard to the premiums. It also takes 
into account the saving from mortal- 
ity in the first year. 

Q.—I notice here that the per cent- 
age for the North American Life of 
first year expenses is 467 per cent.? 
A.—Yes, 

Q.—And there is no other company 
as high as 400P A.—Well, of course 
you mean— 

Q.—Take that statement— A.—I 
will take that as a fact because the 
figures are there. : 

Q.—The next company is 372, which 
is the Union Mutual, and then the 
next company is about 339 or 350—no, 
there is one 350P A.—Yes. 

Q.—Yours is 467— 

MR. BARWICK: Q.— Does this 
table refer to anything more than New 
York business? A.—No. 

MR. TILLEY: Q.—This is page 
292. I will give you every opportun- 
ity to say anything you want and I 
only hope you won’t forget what you 
want to mention when I am through? 
A.—I would suggest that instead of 
using that you use the figures of the 
present year. 

Q.—No, let us take 1904? A.—AIl 
right. 

Q.—The per centage here for the 
North American Life was 467, and that 
was, is it improper to say, very high 
as compared with the other companies, 
as shown by this page, whether it is 
right or not? A.—Do you mean ex- 
penses are very high? 

Q.—That per centage is very high? 
A.—That per centage is very high, 
but I do not say it is the per centage 
of expenses. 

Q.—What is that per centake ex- 
penses, 467, if it is not an expense per 
centage? Does this statement refer 
to all the business of the North Am- 
erican Life in New York State and 
outside of New York State? <A.—I 
think so. 
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Q.—Or just the business in New 
York State? A.—AIl the business. 

Q.—You understand it refers to all 
te business? A.—Yes. 

.—What were you going to sa 
about that per centage? 9 aa bee 
say that that per centage is an ex- 
tremely variable quantity as you will 
note from the figures there, 

Q.—I_ was going to ask you if you 
were going to say that this was in any 
way unfair to your company? A.— 
No, I do not think so. It was unfair 
in this way, that we had no mortality 
saving in that year. 

Q.—In that year 1904 you were un- 
fortunate with regard to your business 
written in that year? A.—Well, in 
that particular year we had a heavy 
mortality. 

Q.—Your expected losses in that 
year amounted to $24,191? A.—Yes. 

Q.—That is what you would expect? 
A.—Yes., 

Q.—And the actual losses amounted 
to $24,000? A.—Yes. 

Q.—So that your expected losses 
practically all fell in that year to be 
paid? A.—Yes. 

Q.—And ordinarily you should have 
had a saving of what per centage on 
those expected losses? A.—You can 
hardly say that usually it is supposed 
to be fifty per cent. 

Q.—Say half? A.—Yes. 

Q.—So that you might have ex- 
pected to save half that item of $24,- 
000P A.—Yes. For instance, this year 
the expected is $23,000, and our actual 
losses are $4,000 or $5,000; so that 
that would average up. 

Q.—If you had fifty per cent. that 
year, that would be about fair? A.— 
Yes, you can put it that way. 

Q.—So that you should have had 
a saving of some $12,000 on that item 
of $24,000? A.—At least. 

Q.—That would make the per cent- 
age still over 400? A.—I have not 
figured it out. Our figures for this 


-year are a little over 300 I think. 


Q.—In 1904 they were very high? 
A.—Yes, they were exceptionaly high 
that year, 

Q.—Can you say why in 1904 they 
were exceptionally high, except for 
this one item, which we have made al- 
lowance for now, and still get it over 
400? A.—It is quite possible there is 
another reason for them being high 
there. The method of computing the 
loading by the various companies may 
not have been exactly the same; for 
instance our net premium, the true 
net premium,—the way the premium 
is loaded on the twenty payment life 


762 ROYAL COMMISSION ON 


28th day, May 23rd, 1906. 


is by taking twenty per cent. of the 
a premium, and adding three dol- 
ars— 

Q.—Are you speaking* of the way 
you did it? A.—No, this is the re- 
gular way of doing it, but as a mat- 
ter of fact there is an extra provision 
for the increase between the three and 
a half and the three per cent. on re- 
serve at the expiration of the invest- 
ment period; so that as a matter of 
fact we automatically took out of the 
loading something to make up a cor- 
rect net premium; so that we take an 
example here, and we assume that the 
net three and a half premium is $20; 
twenty per cent. of that will be $4; 
and the loading of $3 will make it 
$27. We do not regard that $20 as 
our net premium, because the extra 
amount we would require to take out 
of $7 loading would be probably a 
couple of dollars to make up the in- 
creased reserve at the end of the 20 
years. 

Q.—Do you know whether your me- 
thod is any different from other com- 
panies in that respect? A.—I do not 
know; I think there must be a differ- 
ence in that. 

Q.—How is it that your first year 
expenses dropped from 467 in 1904 
down to 800 last year? A.—That ap- 
plies especially to the mortality. 

Q.—Taking the mortality, giving 
you the benefit of the mortality in 
that year, would only bring it down 
to about 400? A.—To get the exact 
figure for 1905 you would have to take 
the profit and loss. 

Q.—Is there anything you can point 
out that you have in mind now that 
explains that large difference between 
the two years? A.—I do not know of 
anything. 

Q.—When you are comparing your- 
self with the New York Life, the New 
York Life per centage for first year 
business was 260; so that that does not 
give us much help because the ex- 
penses of the New York Life divided 
according to this, for first year ex- 
penses, were only 260 per cent. as 
against 467? A.—I do not know how 
they divided. They had a different 
system of keeping profits. I might 
say further in connection with that, 
that that loading was rather hurriedly 
prepared, and may not have been ac- 
curate. A very slight difference 
would. reduce that 467 to 367 as you 
can easily see in the figures. 

Q.—But you have no reason to think 
since you have made that statement 
out or since it was made out, that it 
was wrong? A.—Well, I really do 
not remember the exact figures. 
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Q.—Did you make out that state- 
es of loading? A.—I do not think 
I did. 


Q.—Then is this table one that. you 
have made out, headed ‘‘Surplus con- 
tribution for whole life, year of issue 
1886, year of surplus distribution 
1906? A.—Yes. 


Q.—That is a twenty year period? 
A Yes: 

Q.—Age, 30, gross premiums $21.- 
60 for $1,000 insurance? A.—Yes. 

Q.—Then that statement is accur- 
ate at any rate? A.—Yes. (Exhibit 
144.) 


Q.—Then this shows the fund per 
thousand that you would have at the 
end of the first year if there was any 
reserve required? A.—Yes. 

Q.—And that fund at the end of 
the first year would be 55 centsP A.— 
Yes. 

Q.—But the reserve for that year 
is *$8.86?> A.+Yes:: 

Q.—So that there is a deficit of 
$8.31?) A.—Yes. 

Q.—In the first year? A.—Yes. 

Q.—In the second year the fund 
would be $17.05 and reserve $17.99? 


Ai—Yes. 


Q.—So that there is still a deficit 
in that year of 94 cents? A.—Yes. 

Q.—Then the fund at the end of 
the third year is $34.44? the reserve 
$27.42, and the surplus at the end of 
that year is $7.02? A.—Yes. 

Q.—So that the policy must run be- 


‘yond the two years before it has an- 


swered all the expenses and satisfied 
the reserve? A.—That is with regard 
to the issue of 20 years ago. 

Q.—That is with regard to the issue 
of 1886? A.—Yes. 

Q.—Is it better now or worse? A. 
—Well, I do not know. whether you 
call it better or worse. It takes a 
longer period to reach the reserve. | 

Q.—Due to what? © A.—I suppose 


‘undoubtedly due to the increase of 


the first year’s expenses, 

Q.—Undoubtedly due to the first 
year expenses? A.—Yes. 

Q.—How long would it take now 
that the policy would be self support- 
ing? A.—It differs with different 
policies. I should say on the average 
between 4 and 5 years. 

Q.—At the end of the fifth year you 
think it would be— A.—Some cases 


| the fourth and some cases the fifth. 


Q.—But all by the end of the fifth 
year? A.—Put that as an average. 

Q.—And all due to the increase of 
first year expenses? A.—Yes, I as- 
sume so. 
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Q.—Which applies to your company 
as well as all others? A.—I presume 
sonra th ‘ 

Q.—And how do you account for 
that? A.—I cannot account for the 
increase of expenses. 

Q.—<According to this table your 
company would seem to be a little the 
leader in that respect? A.—Accord- 
ing to what tableP 

Q.—According to this table of the 
Armstrong Commission? A.—I do 
not take that table as a basis. 

Q.—You have not criticised it very 
vigorously? A.—Well, I said the ele- 
ment is extremely variable. 

Q.—At any rate, you are not one 
that is being led by the others, if that 
table is correct you are rather lead- 
ing? A.—In the expenses ?. 

Q.—Yes? A.—According to that 
particular table and according to that 
particular test. 

Q.—I suppose that until the policy 
has received premiums sufficient to an- 
swer the expenses and its own reserve, 
that the money for its expenses and 
the reserve must come from other _pol- 
icies? A.—Yes. Of course I think 
in the first place you should not con- 
fuse the purpose of a reserve. It has 
an entirely different function to play 
than the computing of profits. 

Q.—What do you mean by that? A. 
—The fund is exactly the same what- 
ever reserves you use; it does not af- 
fect the fund in the slightest if you 
use a slight reserve in the early years, 
the fund is intact, it simply means 
that you have a smaller reserve and a 
larger surplus, it is not going to affect 
the fund. It cannot affect it. 

Q.—When you speak of the fund you 
speak of the lump assets of the com- 
pany? A.—TI speak in respect of that 
the fund for any particular policy- 
holder. We are speaking of that table 
now, of course? 

Q.—YesP A.—Well, that fund as 
marked there is not going to be affect- 
ed by the reserve you use at all. 

Q.—No, but so long as expenses 
have been paid out for that policy and 
a reserve is required to be set aside in 
respect of that policy which has not 
been earned by the policy itself, the 
money must obviously come from some 
other monies, must it not? Some 
other fund? A.—Well, you can put 
it that way. 

Q.—That policy becomes indebted to 
the funds of the Company? A.—You 
can put it that way. That is right. 
T do not like the word'indebted there, 
but still it is correct for the purpose 
here, 


-of surplus there. 
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Q.—Yes, I think so. And it takes 
four or five years you think for that 
policy to repay this money that is bor- 
rowed from monies contributed by 
other policies? A.—Yes. 

Q.—While that is due, you say, to 
the high expenses I suppose it is due 
to some extent also to the reserve, that 
is if the reserve was not so high it 
would not take so long for the policy 
to be able to stand on its own prem- 
iumsP A.—No, it would not. That 
is right. 

Q.—Are you prepared to express any 
opinion as to whether that reserve is 
required? A.—Well, as I said before, 
the reserve should not be confused 
with the system of profit distribution. 
The reserve has an entirely different 
function to play. The reserve is 
arrived at in order to express the 
average liability of the company in 
respect of the qualities in force. As I 
say the fund is not— 


Q.—Is not increased or diminished 
by itP A.—wNo. 

Q.—It is not a fund that is paid out 
by the company? A.—No, it is not 
a fund that is paid out. It is a meth- 
od of book keeping. 


Q.—It is a method of showing sol- 
a A.—Yes, that is it, exact- 
y. 

Q.—But the company might be sol- 
vent even though it had not all the 
reserve that is required would you say, 
in respect. of early policies, new poli- 
cies? A.—Of course when you speak 
of solvency, you do not speak in re- 
spect of the early policies or of all the 
policies. 

Q.—Yes, I am assuming that the 
policies after the first few years have 
their full reserve. Now would the 
company in your opinion be perfectly 
solvent without being required to keep 


_that reserve for the younger policies? 


A.—You are taking up the question of 
reserves now and leaving the question 
I do not feel com- 
petent to express an opinion as to the 
practical system of putting up re- 
serves. ~ I think the present system, 
that is the H. M. 33 table and 4 and 
41 is sufficient and adequate for the 
older companies; it may be a little too 
severe for the younger companies. 
Q.—Then I think you have already 
told us that the expenses having in- 
creased recently, that the showing 
would upon policies issued now be worse 
than this table that you have pre- 
pared? A.—It would take a few 
years longer to reach the reserve. 
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Q.—Then have you compared the re- 
sults that were obtained by your meth- 
od of computing profits with Mr. Stan- 
don’s method? A.—Well, Mr. Stan- 
don has not a method for the 1906 
distribution. 

Q.—You say he had not a method 
for the 1906? Would you not stop 
and say that he had not a method? A. 
—Oh no. 

Q.—You would not stop thereP A. 
— No: 

Q.—You do not think it is proper 
to say that Mr. Standon was entire- 
ly an approximation of profits? A.— 
It would be entirely unfair’ for me to 
say that. 

Q.—Have you compared your meth- 
od with the results obtained by Mr. 
Standon in 1905? Yours for 1906? 
A.—You mean comparing the results 
with his results, or my method with 
his? 

Q.—No, results now? A.—Well, 
they are slightly less. We have paid 
slightly less surplus in 1906 than we 
paid in 1905. 

Q.—That is you distributed slightly 
less profits to your policyholders in 1906 
than you did in 1905? <A.—Exactly. 

Q.—You are speaking now, are you, 
of the total? A.—No, as a matter of 
fact it applies both to the total and 
individually. 

Q.—There was a difference in indi- 
vidual policies and also in the total. 
Here are some figures, I do not sup- 
pose you have seen these, but you can 
verify them probably. It is said that 
10 Payment Life at age 25 in 1905 was 
60, as compared with your 62 in 1906. 
Would that be right? A.—Well I 
guess it must be right. I cannot re- 
call the figures though. 

Q.—That agrees with your recollec- 
tion? A.—Well I do not recall ex- 
actly what was paid in 1905. 

Q.—Have you anything here that 
would show that? A.—We can show 
it from our records quite easily. 

Q.—It is said that these are the 
figures that were given, so probably 
we had better put in this memo of 
the dividend results that you fur- 
nished and that will illustrate that 
point? > A’-—Yes: (Memo of divi- 
dend results filed as Exhibit 145.) 

Q.—Those sheets would appear to in- 
dicate that the difference in that pol- 
icy was as between 60 and 62. That 
is yours was 2 more in that policy. 
A.—Yes. 

Q.—Then in a 10 Year Endowment 
at age 35 the figures apparently were 
the same, 113 for Standon in 1905 
and 113 for you in 1906? A.—Yes. 
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Q.—In the 15 year Period distri- 
bution at age 35, life policy, Standon 
allowed 111 in 1905 and you allowed 
113? A.—Yes. 

Q.—Now the 15 Payment Life at age 
25 he allowed $100 and you allowed 
$114? A.—yYes. 

Q.—Now that was a considerable 
difference there, wasn’t it? A.—A 
slight difference. 

Q.—15 Payment Life at age 45, his 
was 163.50 and yours 183? A.—Yes. 

Q.—Now take the 20 year policy at 
age 25, Life Policy, about 160 Stan- 
don and yours 155? A.—Yes. 

Q.—At age 45, 325 Standon, yours 
296? <A.—Yes. 

Q.—There is a substantia] difference 
there, some $380? A.—Yes. 

Q.—20 Payment Life at age 25, his 
ya about 220 and yours 210? A.— 

es. 

Q.—At age 35 his was 280 and yours. 
261. A.—yYes. 

Q.—A 20 Year Endowment Policy at 
25, his was 888 and yours 850P A.— 
Yes. 

Q.—And at 35 his was 405 and yours 
364 A.—Yes. 

Q.—Some $41 difference there? A. 
—Yes. 

Q.—So that in certain policies and 
at certain ages there was a substantial 
difference between you in some cases? 
A.—Well, I should say that it is a 
difference. 

Q.—Then if there was that differ- 
ence between your computation and 
Mr. Standon’s that shows that one of 
you must have been incorrect? <A.— 
Not_at all. 

Q.—It is either one of you incorrect 
or both of you? A.—Well, I should 
say that in the matter of surplus dis- 
tribution that even the most eminent 
actuaries will hit upon different plans. 
I should not say hit upon, but in their 
judgment they will adopt different 
plans of distributing surplus. 

Q.—But if they are both done ac- 
curately? A.—The aggregate results 
might be brought out the same. If 
you take the case of the New York and 
Equitable Life, 20 Year Endowment, 
the Equitable starts at a comparatively 
lew surplus at the earlier ages and 
ends with a comparatively high sur- 
plus at the older ages, whereas the 
New York Life starts higher than the 
Equitable and ends lower, although on 
the average they probably paid the 
same amount. 

Q.—Was the plan adopted by the 
Equitable not the same as Mr. Stan- 
don’s plan? Wasn’t that just the 
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difference? JI am told that this is the 
difference between those two cases you 
have been mentioning now; that Mr. 
Standen’s system and the Equitable 


was practically the same, or lack of 


system? A.—I don’t know. 

Rao don’t know about that? A. 
—No. 

Q.—Then is this Memo one that you 
prepared? A.—TI did not prepare that. 

Q.—It is prepared from your ma- 
terial then, furnished by the company. 
It is headed memo. This is a state- 
ment showing the number of policies 
that survived the term? A.—Yes. 
(Exhibit 146.) 

Q.—Of 5 year policies issued in ’99 
there were 16? A.—Yes. 

Q.—And those that completed the 
term of 5 years, that is in 1904 were 
OP eA — Yes: 

Q.—That is to say of the 5 year 
policies that were issued in 1899, 60 
per cent. of them ran through the 
term? A.—Yes. 

Q.—And the other 40 per cent., 
what about them? A.—They must 
have gone off in some way or another. 

Q.—So that of 100 persons that 
would insure, taking a 5 year distri- 
bution of profits, 60 would get profits 
and the other 40-+would not reap any 
benefit? A.—It would be hardly fair 
to take that as an average when there 
are only 16 entering. 

Q.—You think there is not a suffi- 
cient number of policies written there 
to make a proper computation? A. 
Oh, undoubtedly, 

Q.—Then let us go on to the others. 
Here are the 10 year policies. In 
1894 there were 23 written and 13 of 
them survived the period? A.—Yes. 

Q.—Is that still unfair? That 
would be 60 per cent. surviving, the 
same as the other? A.—I guess that 
is about fair. No, I think that is 
not, it is not very large. 

Q.—Then 15 Year policies issued in 
1899.—138 issued and 52 survived the 
15 year period? A.—Yes. 

Q.—That is to say 40 per cent. of 
the persons who would insure with the 
15 year distribution of profits would 
get some profits and the other 60 per 
cent. would not get any? A.—You 
must remember in that connection this 
hardly shows a fair discontinuance 
rate, because of that 138 there would 
probably be 20 that hardly paid a dol- 
lar on the premium. 

Q.—You are speaking of policies that 
were not taken or lapsed in the first 
year? A.—Lapsed. 

Q.—That enters into every com- 
pany’s business? A.—Yes, but that 
does not give an accurate discontinu- 
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ance rate and that is what you are 
arriving at. Supposing of that 138, 
20 of those policies had only paid $5 
and supposing the average premium is 
$40, you see that really that would 
be similar to 1-8th of 20 people enter- 
ing that class, so that instead of that 
being 138 you would have to reduce it 
by about 18, so that it would be equi- 
valent to 120 entering that class. 


Q.—You are speaking of persons who 
actually entered the class and their 
policies lapsed or became claims after 
the first year. Is that what you mean? 
A.—Yes. 


Q.—I am not concerned with that, 
but taking a fair percentage of the 
number of persons who take policies 
of that kind, and I want to get at the 
percentage of the persons who actual-. 
ly get any profit. According to that 
there were ‘only 40 per cent. of the 
persons who entered that class that 
got any profits from being in the class. 
Now is that fair or unfair? I want to 
find out just about how many people 
get any benefit from taking this chance 
as to*profits? A.—Well, I don’t con- 
sider that a man entering a class and 
only paying $5 is entitled to much 
benefit. I don’t really regard him as 
getting into the class and we do not 
so regard him when we make an analy- 
sis. 

Q.—Take the 20 year policies issued 
in 1884. There were 440 issued and 
161 survived the period. That is 37 
per cent.P A.—Yes. 


Q.—That means that 63 per cent. of 
the persons that entered in that class, 
taking ‘‘entered’’? in the broad way 
and not the restricted way you think 
is proper, 63 of them got no benefit 
from the profits of the company at 
all? A.—Well, you can put it that 
way. . 

Q.—63 out of 100 insuring in that 
way would get no benefit at allP A.— 
Well, as I pointed out before, they 
are not entitled to benefit, a great 
many of them. 

Q.—None’ of them are entitled to 
benefit; that is their contract? A.— 
But you take a premium of $40 and 
a man pays $5. I regard that as only 
1-8th of a man entering the class. | 

Q.—That is because his payment 1s 
so small? A.—Because he paid a very 
small amount. 

Q.—If he paid for 2 years you would 
have another fraction? A.—We would 
have a fraction of a man entering the 
first year and a fraction of a man en- 
tering the 2nd year. : 

Q.—He would be a whole man if he 
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reached the twentieth year? A.—Oh 
yes. 

Q.—AIl that fell by the way for any 
cause you would divide into parts of 
a man because they did not stay in 
to the end? A.—In order to =o a 
rate of discontinuance we do. 

Q.—Are not those about the same 
percentages that were brought out in 
the case of other companies, the Equit- 
able and New York Life? A.—I do 
not think they are very far out. 

Q.—I am not making it applicable 
to your company in particular for the 
present but simply endeavouring to 
get some information as to the num- 
ber of people who usually get through 
those periods? A.—TI think a fair test 
for that would be to use that test table 
that I have provided. I think that 
shows about 44 per cent. surviving. 
44 or 45. And that would show the 
discrepancy that is made up by that, 
above. 

Q.—In that table you eliminate 
those persons who, as you say, do not 
really get into the class? A.—Well, 
you partially eliminate them. 

Q.—So: that you make that 44 per 
cent.? A.—It comes to roughly about 
44 per cent. 

Q.—So that even in the case of that 
company there is some 56 per cent. 
that get no benefit taking it in that 
way, from any of the profits of the 
company at all? A.—That is right. 

(Memo of number surviving dividend 
paying period filed as Exhibit 146.) 

Q.—Then I will put in also some 
computations that have been made to 
show the difference between what you 
estimated the profits on policies would 
be and what the policyholders actual- 
ly received. (Exhibit 147.) That is 
the difference between the estimates 
and the actual results. This gives dif- 
ferent plans of insurance and differ- 
ent ages. Apparently in the 10 year 
period, which is the first group on 
this Exhibit, your estimates were 
pretty well realized. For instance on 
a 10 year policy, whole life plan, your 
estimate was $53.80 and your actual 
was about $56. That is on policies 
issued back in 1886 the estimate was 
realized? A.—It looks like that. 

Q.—And in the same way with the 
other policies in that 10 year period, 
there seems to be nothing to comment 
on? A.—No payments on it, I sup- 
pose. No payments at those ages. 

Q.—Where those lines are drawn 
that means that we have been supplied 
with no actual results for those per- 
iodsP? A.—Yes, likely because there 
were no results. 

Q.—There were no results that you 
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could give’us and that is indicated in 
that way. Then taking the 15 year 
period, the result seems to be a little 


different, the life policy at that period, 


age 25, you estimated in- your rate 
book for 1886 that the profit for the 
policyholder would be $162.40? A. 
—Yes. 

Q.—But he actually received only. 
$100.20? A.—Yes. . 

Q.—At age 385 it was $216.20 esti- 
mated, but he received only $135? A. 
—Yes. 

Q.—These are all large differences? 
A.—Material. 

Q.—Material differences. You es- 
timated at age 45 $338 and the policy- 
holder received only $210. You esti- 
mated $613 at age 55 but there are no 
actual results for that period. Then 
on 15 payment policies and 15 year 
endowment policies the difference was 
about the same. At age 25, 15 year 
endowment, the estimate was $451? 
A.—Yes. 

Q.—Whereas the policyholder ac- 
tually received $287.69? A.—Yes. 

Q.—Then the 28 year period seems 
to be that the policyholder received 
about 50 per cent. of the. average of 
what he expected to receive when he 
took out the policy? A.—I did not 
know that there was quite that reduc- 
tion. About 40 per cent. reduction 
in that. 

Q.—Look at some of these items. On. 
a life policy at the 20 year period at 
age 25, the estimate in your rate book 
for 1886 was $331.55, whereas he ac- 
tually received for the policy only $163. 
At age 35 the estimate for the 20 year 
Life Policy was $481.95 and he actual- 
ly received $226? A.—I guess on the 
average that probably is correct. 

Q.—It is even worse is it notP A. 
—In some cases it may be. 

Q.—The estimate for 45 was $790.45 
and he received about $320. These 
are all less than half you see. Then 
the 20 Payment Life, the estimate for 
age 25 was $483.95 and he only got 
$220P A.—Yes. 

Q.—At age 385 the estimate was 
$640.35 and he got $280P A.—yYes. 

Q.—At age 45 the estimate was 
ee .15 and he only got $3860? A.— 

es. 

Q.—The 20 year endowment seems 
to be about the same. Now take the 
rate book of 1892, which was 6 years 
later. There are no results apparent- 
ly on Life. On 10 Payment policies, 
with the 10 year policy the estimate 
was $88, the actual result $60. At 
age 35 estimate $108.95, actual result 
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$76. The other terms there are no 
figures for. The 10 year endowment 
policies with a.10 year distribution, 
$177, estimated, and $110 actually re- 
ceived at age 25. And the others 
seem to be about the same as that. Now 
those were estimates that were put out 
in your rate books of 1886 and 1892? 
A.—Yes. 

Q.—Now here are the estimates in 
your rate book of 1905? A.—That is 
the rate book constructed in 1903. 

Q.—And issued in 1905? A.—No, 
issued in 1903. It is at present in 
use. 

Q.—I have it here ‘‘rate book of 
1905”’ but you say that was prepared 
in 1903P A.—yYes. 

Q.—Apparently your estimate there 
is nearer. Take the Life, 15 Year 
Period, at age 25, the estimate is $84 
and the actual result you have got 
there at $80, but that actual result is 
an actual result on a policy issued 15 
years ago? A.—Yes. 

Q.—So that the interest received 
on the monies paid in by the policy- 
holder would be higher than the pre- 
sent rate considerably? A.—yYes, but 
the premium is higher now. 

Q.—You think that would be coun- 
teracted by the premium? A.—Well, 
you take the case of the Mutual Life 
or New York Life, they are estimating 
at present, I think, take the endow- 
ments, they are estimating about 52 
per cent. of the premiums payable in 
the period and that is actually higher 
than they are at present paying under 
maturing policies. Personally I do 
not favor the use of estimates at all. 
I should recommend abandoning them, 
in the interests of the Company. 

Q.—At age 25, 15 Payment Life, 
your estimate $938, but on a policy is- 
sued 15 years age the actual result 
was $100, so it seems to be in there? 
A.—Yes. 

Q.—In some cases it is under and 
in others over, but where the actual 
results are shown by this table, they 
would be actual results on policies of 
ne, age indicated and period used? A. 
—Yes. 

(Statement showing estimates of sur- 
plus and actual dividend results now 
filed as Exhibit 147.) 

Q.—Now, Mr. Kilgour, how do you 
explain the difference between these 
estimates and the actual results, be- 
cause in many of the policies they 
seem to be only one half of what was 
anticipated? A.—Well, of course I 
cannot say how they made up the es- 
timates originally. I have only a very 
hazy memory on that point, but I 
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think they may have taken too gener- 
ous a view of future commissions. Un- 
doubtedly the facts as disclosed by the 
actual payments would point to that. 
No doubt the rate of interest had a 
very marked effect on the discrepancy 
between the original estimates and ac- 
tual payments. 

Q.—But have not the premiums in- 
creased, as you said? A.—Oh, but 
you are speaking strictly in regard to 
policies issued 20 years ago. You 
must not confuse the two. 

Q.—Taking those policies you say 
there is a difference in the rate of in- 
terest which would have a material 
effect? A.—A very material effect. 

Q.—That would not account for 50 
per cent. would itP A.—I cannot 
say exactly what would account for it. 

Q.—I suppose it is fair to say the 
rosiest expectation was presented to 
the policyholders? A.—Well, I don’t 
know who made out the estimates. 

Q.—From your knowledge would you 
not say that that seems to be the case? 
A.—I have seen a letter sent Mr. Mc- 
Cabe by the late Sheppard Homans, 
and in that letter it was stated that 
he regarded the estimates at that time 
as conservative and well within the 
mark, and he was regarded at that 
time as one of the leading actuaries 
of America, so it would be hardly fair 
to accuse them of taking too bright 
a view of the future. 

Q.—Then you agree that keeping an 
actual account for these deferred divi- 
dend policies would be desirable? ~ A. 
—Desirable for office purposes. . 

Q.—Do you favour these long periods 
like 20 years, for the distribution of 
profits? A.—You mean what is gen- 
erally known as the deferred? 


Q.—Yes? A.—I favor it person- 
ally. 
Q.—You doP A.—Yes. 


Q.—You think there is no reason for 
cempelling a distribution of profits 
every year, or at least every aK years? 
A.—No, on the contrary, I think it 
is one of the most satisfactory condi- 
tions in the country, for the simple 
reason that it levels the benefits to 
the policyholders. The men that die 
early get a benefit out of proportion 
to the premiums paid in. I think the 
men who survive the period ought to 
get some benefit. 

Q.—The early claim that accrues 
prevents payment $f premiums, is that 
what you meanP A. —Undoubtedly. 

Q.—And there is a saving, a bene- 
fit to that policy in that way, and you 
think it would not be advisable to com- 
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pel.distribution of profits at the expi- 
ration of every year or at the expira- 
tion of every 5 years at the outside? 
A.—I see no reason why that should be 
done. 

Q.—You were here yesterday were 
you, Mr. Kilgour? A.—I was here 
part of yesterday. 

Q.—Did you hear the correspondence 
read regarding the Douglas policy? A. 
I don’t remember it. I must have 
been out at that time, however I am 
familiar with the correspondence. 

Q.—There the surplus earned was 
$114 on a policy of $1,000? A.— 
Yes. 

Q.—That was a 20 year endowment 
policy, was it? A.—Yes, I think so. 

Q.—At age 31, I think? A.—Yes. 

Q.—The profits on that policy were 
$114? A.—yYes. 

Q.—Now, here in this Statement that 
you have handed in, on a policy 20 
year endowment at age 34, which is 
the nearest age we can get to it, you 
show the profits to be $403 A.—I 
suppose taking into account the age 
a would probably be slightly less than 
400. 


Q.—Do you think then that the $114 
profits on the Douglas policy as com- 
pared with $403 at age 34 on the same 
plan, that there is some wide discre- 
pancy there? A.—Well, I don’t think 
if I had been there to calculate the 
surplus, that the same discrepancy 
would have been shown. 

Q.—Why? A.—I probably would 
have taken a different view in regard 
He the profits distributed quinquennial- 
y. 

Q.—Which of these profits are you 
now criticising? The $403 or the 
$114? A.—YI am not criticising either 
of them but I think probably I would 
have taken a different view. 

JUDGE MacTAVISH: In_ both 
cases? A.—No, only in one case, in 
the case of the quinquennial division. 

MR. TILLEY: Do you say that that 
is on the face of it not quite fair as 
between these two policies? A.— 
Well, I have not the slightest idea 
how those figures were made out. 


Q.—It would appear to a layman to 
be unfair. Now is the layman’s view 
subject to criticism? That $114 on 
this policy of Douclas’ at age 31 and 
$403 at age 34 on the same plan of in- 
surance? A.—I would not criticize 
him for kicking. ° 

Q.—How do you explain that, is it 
because different policy holders were 
treated differently? A.—No, I think 
they probably had an entirely different 
view of the policyholders entering the 
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deferred distribution class and the pol- 
icyholders entering the quinquennial 
class. As I said before I do not know 
how they calculated the surplus, but 
it is quite apparent to me that how- 
ever they did that they did not take 
into consideration the saving of mor- 
tality in that class. Now there is a 
slight basis for that, because it 1s 
known that the mortality is very much ~ 
more favorable in the deferred distri- 
bution class than it is in ordinary 
policies issued with periods of distribu- 
tion of 5 years and annually. 

Q.—That is it would be the class 
of person that would be more apt to 
choose the 20 year period? A.—The 
man with the better life gets ree lon- 
ger period. 

Q.—He would say, I will take a 
chance on the 20 year period? A.— 
He thinks it better. 

Q.—The mortality there is better? 
A.—Yes, that is the general experience 
of all companies. 

Q.—Then this method of computing 
these profits was not quite fair? A.— 
Oh, I won’t say that. 


Q.—Well, no complaints to make for 
kicking anyway? A.—I don’t blame 
them for objecting, but I suppose they 
cannot understand the difference, I 
cannot understand it, but I have no 
doubt Mr. McCabe understood the dif- 
ference. 

Q.—That does not seem to help the 
policyholder much? A.—Well, if Mr. 
McCabe was here he probably could 
explain it. 

JUDGE MacTAVISH: You cannot 
explain it? A.—No, sir, I cannot. I 
do not know how they calculated it. I 
was not there. 

Q.—Have you endeavoured to ascer- 
tain? A.—I have done my best, but 
there are no records, as I pointed out 
before, in this special case. 

Q.—You have investigated the Doug- 
las case and are unable to say why 
the profits are so small in his case as 
compared with the profits in other 
cases? A.—The only record we have 
is of the actual profits paid. 

MR. TILLEY: The only record you 
have is what was actually paid, what 
was actually allowed? A.—Yes. 


Q.—And so far as your records go 
it was entirely by rule of thumb, an 
arbitrary distribution of the profits? 
A.—Oh, I would not say that. 

Q.—Does not that seem to be so? 
You have made a study of it and you 
cannot make head or tail of it? A.— 
I have not made a point of making 
a study of those. 
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Q.—You have given it a good deal 
of thought and you cannot explain 
why these policyholders were treated 
in the way they were? A.—Well, they 
undoubtedly took a different view of 
the case than I would have taken. 


Q.—Or else made an arbitrary divi- 
sion. 


JUDGE MacTAVISH: What do 
you mean by ‘‘they?’”’  A.—I mean 
Mr. McCabe and Mr. Standon. 


Q.—That is the company took a dif- 
ferent view from the view you would 
have taken? A.—Well, the person re- 
sponsible for the distribution. 

Q.—The $403 case, is that an actual 
case or an estimate? | 

MR. TILLEY: These are actual re- 
sults. In 1905, but the age was 34 
and Douglas was 31. That was the 
only difference between the two cases? 
A.—As I understand it. As I said 
before the reduction would be slight- 
lv under $400 for age 31. 


Q.—Mr. Paterson asks me to ask 
you whether this statement which is 
part of the Exhibit, I think, head- 
ed quinquennial system, helps you? 
A.—Well, it is my full and complete 
statement. 

Q.—As to those profits? A.—Yes. 

Q.—But neither the $114 to Douglas 
nor the $403 at age 34 is based on a 
quinquennial distribution, it is based 
on a 20 year and falling due in the 
same year, everything is the same ex- 
cept the age? A.—The Douglas ex- 
quinquennial.—You must not confuse 
the two. They are an entirely differ- 
ent system. One is on the quinquen- 
nial system and the other on the 20 
year deferred system. 


JUDGE MacTAVISH: Then the 
policies were entirely different? A.— 
Yes, entirely different.. that is as re- 
gards periods of distribution. 

Q.—Were the premiums on the same 
basis? A.—I presume so. 20 vear en- 
dowment premiums. 

MR. TILLEY: I think this is the 
fact, that in the Douglas policy there 
was nothing in the policy to show 
which way he wanted his profits? A. 
-—Of course that is a matter of con- 
tract. 

Q.—That is what you remember of 
it, nothing in his application to show 
that? A.—Well, he did not state that 
he wanted the semi tontine. : 

Q.—Then he got four 5-year distri- 
butions, did he not? A.—Yes. 

Q.—Four distributions for the 5- 
year periods? A.—Yes. 

Q.—And the total of those four dis- 
tributions amounted to $114? <A.— 
Yes. 


49 


North American Life, 
(D. E. Kilgour, Ex’d.) 


Q.—And I have shown you that on 
the 20 year endowment policy the pro- 
fit would be $403? A.—Slightly less. 

Q.—$403 for 34 years. For 31 years 
how much less? A.—Something under 
$400. : 

Q.—If we say about $400 would that 
be fair? A.—About $400. 

(.—Shall we say not less than $395? 
A.—Well, about $395 would probably 
be nearer. 

Q.—And that. difference as between 
ae policies you cannot explain? A. 
—No. 

Q.—Except that you say that al- 
though Douglas’s application did not 
show how he wanted his profits, when 
he wanted his profits to be distributed 
it was’ done on the quinquennial basis 
four times? A.—I believe it was the 
custom of the company then where it 
was not explicitly stated that they re- 
quired the semi tontine or what we 
call, the deferred distribution, that 
they put them all on the ordinary sys- 
tem. 

JUDGE MacTAVISH: Can you tell 
us, if Douglas had not had the benefit 
of the gquinquennial distribution, 
would his profits have been greater? 
A.—If he had entered the other class? 

Q.—No, if his policy did not call for 
the quinquennial distribution of pro- 
fits, would his profits have been great- 
er than they were? A.—They would 
have been greater if it had been on 
the deferred distribution 20 year pol- 
icy. If he had entered the other class 
he would have shared as the others in 
that class shared. He would have re- 
ceived something less than $400. 


Q.—It would have made that differ- 
ence in his case?. A.—Well, that is 
what they paid last year. 

MR. TILLEY: In those two meth- 
ods of computing it, what difference 
would you reasonably expect to find? 
A.—Well, you can probably get a fair 
index to that by the amount that has 
been distributed in the last period. 
T think if I am not mistakenn it is 
$34. 

Q.—Then if Douglas had been used 
fairly—I do not want to use that word 
objectionably—but according to your 
own method of computing, how much 
less than the $400 would he have got 
by taking it quinquennially? A.—I 
have never calculated that and I would 
not care to make an estimate. 

Q.—But you think this difference is 
too great? A.—Not entirely. 

Q.—Were the profits paid every five 
years to Douglas? A.—It was a bonus 
to be added to the policy. He had 
the privilage of choosing but he chose 
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instead of the cash an addition to his 
policy. ; 

Q.—He would not get that much if 
he took it in cash? A.—Slightly 
less. 

Q.—So that the amount he got, 
$114, would not have been even that 
sum paid to him if he had taken it in 
cash each five years as it accrued? A. 
—Slightly less than that. 

JUDGE MacTAVISH: If Douglas 
had died within the 20 year period he 
would have received only the face of 
his policy? A.—In addition to the 
bonus additions. 

Q.—He would have had the bonus 
additions? A.—Yes. 

Q.—But if the other person had died 
within the 20 years he would receive 
no addition? A.—No addition. 

Q.—The face of his policy only? A. 
— Yes. 

MR. TILLEY: Where is there any- 
thing in the application that Douglas 
made to show that he chose a five year 
distribution? A.—You see in regard 
to these particular classes which refer 
to the deferred distribution here there 
is no mention at all made; they ask, 
do you accept this, and there is simply 
a cross put against it. 

Q.—Here is number 32. ‘‘Do you 
desire the policy to be issued on the 
tontine and investment plan, where- 
by the surplus is only participated in 
at the expiration of the tontine period 
as stated in or on the policy now ap- 
plied for?’’ There is nothing to in- 
dicate his desire there? A.—A dash. 
That would indicate that if anything 
he did not want it on that period. 

JUDGE MacTAVISH: He did not 
answer that question? A.—Simply a 
cross or a stroke put opposite to it. 


MR. TILLEY: There is a stroke 
op this copy. No. 33 ‘Is the tontine 
period to be for 10, 15 or 20 years?’’ 
There is a stroke opposite that? A. 
—yYes. 

Q.—34. ‘‘Do you in consideration 
of the agreement contained in the in- 
vestment period now applied for agree 
that no allowance shall be made for 
such policy should it lapse during the 
said tontine period and that you ex- 
pressly waive or relinquish all right 
or claim to any other surrender or 
paid up value than that provided for 
in the said policy.’’ There is a dash 
opposite that. This is the form of 
policy; show me anything there that 
indicates that his profits are going to 
be divided every five years? A.— 
There is the ordinary endowment. 

Q.—That is right down in the bot- 
tom left hand corner is ‘‘Ord. End.’’ 
that stands for ‘Ordinary Endow- 
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ment’’? and that is to indicate to him 
that he is to get his profits every 5 
years by way otf bonus additionP A. 
—That is the distinction that was 
made between the ordinary class and 
the Deferred Distribution class. 

Q.—That is everything in that pol- 
icy that indicates to him the manner 
in which his profits are going to be 
divided or when he is going to get 
them? A.—As I understand it. 

Q.—What is there to show that 
Douglas elected to take bonus addi- 
tions instead of cash at the end of each 
five years? A.— Well, the certificates 
of the bonus additions were sent to 
him and accepted. 

Q.—Is there anything in the appli- 
cation or policy to show Douglas 
whether he was entitled to his cash 
at the end of five years or entitled to 
a bonus addition on his policy? A.— 
I don’t think there is anything in that, 

Q.—Was that left entirely open 
then? A.—I don’t know. Of course 
is is a matter of contract and I am 
not perfectly familiar with that ques- 
tion. 

Q.—lIt does not seem to be very much 
a matter of contract, because there 
seems to be no contract about it at 
allP A.—Well, he omits at any rate 
to choose the 20 year period. 

Q.—AIll you know is that at the end 
of 5 years a notice was sent to him that 
a certain bonus addition was added? 
A.—And that was accepted. 

Q.—How accepted? He didn’t 
de anything? A.—It was not re- 
turned. , 

Q.—He had nothing to return ex- 
cept a mere notice? A.—It was a _po- 
tice of bonus addition. 


Q.—It was a notice that a bonus. 
addition was added to his policy and 
he did nothing on receipt of that and 
so you treated it in that way? A.— 
I don’t know whether there is anything 
at the office to show whether there was. 
a letter of acceptance or not. I can- 
not say that. 

Q.—Probably you would look that. 
up, would you? <A.—I will find that 
for you. 

Q.—We will put in a copy of the ap- 
plication and we would like to have 
that verified by the original, and also- 
a specimen of the policy which should 
be verified also. 

(These documents are now filed as. 
part of Exhibit 139.) Mr. Paterson 
asks me to ask you whether his elec- 
tion, when notified of the first bonus 
addition, would not bind him: as to all 
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the other divisions of profits? A.— 
Yes. 

Q.—Why? A.—Because, if I am 
not mistaken, that is a provision in 
the bonus certificate. 

Q.—You have not a form of the bon- 
us certificate here? A.—I don’t know 
whether that was sent in or not. 


Q.—Do you mean then that at the 
time he received the notice of the bonus 
addition it was open to Douglas to take 
either cash or a bonus addition? A. 
—Yes, 


Q.—It was at his option? A.— 
Yes. 

Q.—Was there anything in the pol- 
icy to show how much he would get if 
he took cash? A.—Oh no, there is 
nothing in the policy; the policy never 
guarantees surplus. 

Q.—Was there anything in the no- 
tice to him? A.—Undoubtedly. 

Q.—It would show what he could 
take in cash or as a bonus addition? 
A.—Yes. 

Q.—Will you make a note to get 
those. Then you have supplied the 
Commission with a Statement of all 
the lapsed policies in 1905? A.— 
Yes, 

(Exhibit 148.) 

Q.—All the policies that lapsed in 
that year? <A.—Yes. 

Q.—Can you say how many policies 
lapsed? A.—I do not think the ques- 
tion required a summation of this and 
I do not think it has been made. I 
think last year there were about 2 
million policies lapsed. 

Q.—2 million dollars of policies, do 
not say 2 million policies? A.—Yes, 
of course, I mean 2 million dollars of 
policies. 

Q.—2 million dollars of policies lap- 
sed in the year 1905? A.—Yes. 

Q.—Does that include policies not 
taken or were those policies upon which 
something had been paid? A.—Oh 
no, that includes lapses only. 

Q.—So that 2 million dollars of poli- 
cies lapsed in 1905 on all of which 
something had been paid by the as- 
-sured? A.—Yes. 

Q.—How many of those had been 
issued in 1904? A.—I cannot tell. I 
have not made an analysis of that. 

Q.—Does not this statement show? 
A.—No, it is not asked for. 

Q.—I am not asking as to amount, 
but take the number of policies, this 
statement shows every case where 
there is an amount shown in the re- 
newal column, that means that more 
than one premium was paid? A.— 
Yes, 
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Q.—In the other cases just the first 
premium paid? A.—yYes. 

Q.—We will put this document in. 
I understand that on this first page 
there are about 76 policies and only 
10 of them were in existence more than 
that one year? A.—That is what 
lapsed of that year. 

Q.—And they seem to run about that 
way?’  A.—I should fancy so. 

Q.—Not more than one in 10 would 
be in existence over the year? A.— 
Ot those that lapsed in the first year. 

Q.—The great volume of the policies 
that lapsed, lapse at the end of the 
first’ year?> \A.—yYes: 

Q.—Does not that indicate a rather 
strenuous run for business? A.—It 
indicates that after the first year they 
are fairly persistent. 

Q.—And it indicates that for the 
first year they are not fairly persis- 
tent ? A.—Not necessarily, because 
that is the lapse ratio of those that 
lapse alone. You would have to con- 
sider those that lapse and those that 
entered the class. 


Q.—But does it not follow that tak- 
ing the first year they are not per- 
sistent P A.—Not necessarily, be- 
cause that is only in respect to lapsed 
policies. 

Q.—Any way, 2 million dollars of 
policies lapsing at the end of the first 
year, does not that indicate that a 
great many persons had been got into 
insurance who were not prepared to re- 
main in? A.—Well, it indicates that 
I suppose. 

Q.—Can you say how, many policies 
were not taken in your company in 
1905? A.—I think about 8 hundred 
thousand dollars. 

Q.—What do you mean by ‘‘not 
taken’’ policy? A.—A policy that was 
issued and nothing paid on it. 

Q.—Would the policy get into the 
hands of the insured? A.—Not ne- 
cessarily It might not be accepted 
at all, or a note be given and the note 
not paid at<all. 

Q.—Are those policies shown in your 
returnsP <A.—Yes. 

Q.—As being insurance in force at 
the end of the year? A.—No, it de- 
pends entirely, for instance if a note 
has been given and the currency of 
the note does not expire before the end 
of the year, then that will be amongst 
the taken policies, but if the note ex- 
pires previously that would be deduct- 
e 


Q.—Now the Memo. T have here is 
that there are 336 policies amounting 
to $570,350 not taken and there were 
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784 amounting to $1,096,250 lapsed at 
the end of the first year? A.—Yes. 

Q.—There were. 4,267 policies issued 
in 19042 A.—Oh, there must be more 
than that. 

7 Q.—Look at the Government return 
for 1904. _ ‘*4,267 policies?’”? A.—Yes, 
that is right. 

Q.—Amounting .to $6, 337,733?) A. 
—That is right. 

Q.—And of those is it right to say 
that 336 were not taken? A.—Not 
exactly. Probably that would be ap- 
‘proximately correct. 

Q.—And 784 lapsed in 1905? A.— 
‘ Well, you see those lapses and not 
taken, some may apply to 1904 and 
some to 1905. 

Q.—No, I understand that this is 
-the report on the business in 1904 that 

we have here from you? A.—Have 
you a statement of that that I might 
see. 

-Q.—Yes, here is 1904 and I can give 
vou the 1905. one. The policies re- 
ported in any. year might some of them 
‘be: policies: of the previous year and 
some of that year?,. A.—Yes. . 

_ Q.—But probably the average would 
be about. that because in the 1904. re- 
_turn the policies not taken were 490? 
, A.—I think that would be correct. 

'  @.—And TI have taken 336,.so that 
, would be on the low side? Nei sup- 
Z pose so. 

SEA: et would indicate that there 
“were 9 per cent. of the policies not 
taken and 16 per cent. of them lapsed 
within a year, being one quarter of 
all the policies you issued? | A.—Yes. 

Q.—Do you say that is a fair per- 
centage from your knowledge of your 
business, that 25 per cent. of the poli- 
sles written this year would either lapse 
or not be taken? A.—I should say 
that, is fair. 
~ Q.—Does not that seem a large per- 
centage? A.—Well, I suppose I can 
only consider it large or small as com- 
pared with other companies. 

Q.—Compare it that way? A.—I 
do not think it is. 

Q.—You think it is not large as com- 
‘pared with other Canadian compan- 
ies? ~ A.—I cannot be specific with 
regard to that because I do not make 
a point of comparing the company with 
other companies. 

Q.—You were the one that proferred 
tc doit. You do not want to compare 
it in that regard or you _ cannot, 
which?  <A.—I eannot. 

Q.—It seems to be indicative of get- 
ting persons to sign applications for 
policies who have no considered in- 
tention of becoming insured? A.— 
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Well, of course a great many of them 
might have had the intention of be- 
coming insured for one year. 


Q.—It would be rather expensive for 
one year except for the rebates? A. 
—I presume so. 

Q.—That would indicate heavy re- 
bating P A.—Not necessarily. It 
might indicate a rebating just ‘as in 
the case of other companies and in con- 
junction with other companies. 

Q.—I suppose in this profit and loss 
statement you handed in, you have 
got under the head- of profit—that is 
only filling out the form, I am not say- 
Ing you put it as profit, but filling up 
the form properly—first the reserve re- 


leased by surrender and lapse $220,- 
‘000 odd, and less surrender values al- 


lowed $150, 000 odd, leaving a profit on 
that item of $90, 208.16. That, how- 
ever, I suppose is not really a profit ? 
A.Oh, no. 

Q.—It is an item that goes to reduce 
this item of $170,000 odd loss on the 
ee year -business? © A.—Yes, RexGCe 
: 

Q.—You get back about -half in these 
payments? A.— Yes, 

Q.—That is to say that ae is not 


a profit to the company on the lap- 
sing of its policies? A.—No. 


Q.—It is really an expense ? A.— 
Weil, I don’t know that you can call 
it either an expense or a profit, either 
a loss or a‘ profit. = 

Q.—What you say in your return is 
that undoubtedly the predominant pro- 
portion occurs after the payment of 
only one premium and it should be 
mentioned that policies so lapsing con- 
tribute actually no profit and-in some 
cases an actual loss is experienced ? 
A.—=N es: 

Q.—And whatever is shown in the 
statement of 1905 as profit by lapsed 
policies only goes in reduction of the 
less on the first year ’s businessP A. 
—Exactly. : 

Q.—Mr. Paterson asks me to ask von 
whether the practice of rebating has 
any connection with these not taken 
policies that we have been speaking 
of P ~ A.—I don’t know that it has. 

Q.—You have said already that it 
had a good deal to do with the lapsing 
of policies? A.—I should say so. It 
probably has something to do with 
the other too. 

Q.—I was not able to understand 
how it has anything to do with the not 
taken policies. If it has I would be 
olad to know it? A.—Well, I cannot 
sav. Probably the agent refused to 
vive him the rebate. 
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Q.—And he would refuse then to 
take the policy? A.—yYes. 

Q.—Then to take another instance; 
Suppose there is a discussion as to the 
kind of policy and the policy is writ- 
ten out and the applicant then doesn’t 
want that kind of policy and another 
is written, that would not appear as 
a not taken policy, but would just be 
cancelled and a new policy issued. 
Would that get into your returns? 
A.—That would go through as a 
changed policy. 

Q.—And not a not taken policy? 
A.—No. 

Q.—If you issue to the insured a 
policy of any kind you would not call 
it a not taken policy? A.—If it is 
not taken; but if it is changed it is 
put through as a changed policy. 

Q.—I suppose that the not taken 
policy really results from the agent 
probably over inducing the person he 
is trying to insure and persuading him 
temporarily but not permanently? A. 
—TI can give you an experience of mine 
three years ago. 

Q.—If it is a special one we do not 
want it? A.—It is very much to the 
point. 

Q.—It is of general application? A. 
—Yes. I was out in the west 2 or 3 
vears ago for my health, and in order 
to gain some experience in field work 
T went around the country soliciting 
insurance. JI went to one farmhouse 
after I had driven out several miles 
and I received there applications for 
three sons in the family, men ranging 
from 380 to 40. I got them duly ex- 
amined, got the policies and then 
when I went to take them the father 
thought they were probably too young 


to take on insurance and refused to. 


allow them. That was a case in point 
where the policies were not taken. 

Q.—It was not a hitch there by rea 
son of refusing to give the rebate? A. 
—QOh no, I do not rebate. 

(Statement of lapses now filed as 
Exhibit 148.) 

Q.—You issue a policy on what is 
called the commercial plan do you 
not?A.—We did. We issue one now, 
but it is entirely different from the 
old commercial policy. 

Q.—Which is this, the new or the 
old? A.—That policy was issued prior 
to 1897: 

Q.—Then that is what vou would 
eall the old commercial policy? A.— 
Yes, for purposes of distinction. 

Q.—Do youn issue any of that policy 
now? A.—No. 

Q.—Then that would be the sort of 
commercial policy that would be isstied 
15 vears agoP A.—Yes. 
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Q.—Is this statement that you have 
put in here in this Exhibit as to pro- 
fits true as to the new or old commer- 
cial plan or both? A.—Only the old. 
_ Q.—It says “commercial plan pol- 
icyholders whose policies are in force 
at the expiration of 15 years from date 
of issue are returned one-fifth of all 
the net premiums paid, exclusive of 
the firs® 2? A= Yes! . 


Q.—Then the clause in the policy is, 
‘“fone-fifth of each such regulary prem- 
ium, less the said expense charge, will 
be carried in the surplus as a special 
contingent fund to be used for the 
payment of death losses only in the 
case of unusual mortality from epi- 
demics or otherwise?’? A.—Yes. 


Q.—‘‘After this policy shall have 
been in force for 15 years and at every 
regular quinquennial dividend period 
of the Company thereafter it will par- 
ticipate in such accumulated special 
contingent fund remaining in surplus 
and also in any other surplus of said 
net premiums disposable and appor- 
tionable to this policy under the pro- 
vision of the Act of incorporation ?”’ 
A.—Yes. 


Q.—Under that provision in the pol- 
icy would the insured get dividends 
from accumulations caused by lapses? 
A.—I don’t know that he would. He 
has not at any rate. 

Q.—Does not that policy give him 
that? A.—It says any further sur- 
plus of said net premiums. It does 
not refer to lapses though. 

Q.—Under this clause is he not en- 
titled to his share of that special ac- 
cumulated contingent fund? A.—Well, 
it has never been held that way. 

Q.—Is not that the way it reads? 
That is a fund accruing from the com- 
mercial policy? A.—Yes. 

Q.—It makes a special contingent 
fund derived from this balance does 
ifnotr “-AY-Yeres 

Q.—And under this clause the in- 
sured is entitled to participate in that 
special accumulated contingent fund 
is he not? A.—I would not care to 
express an opinion on that point. 

Q.—Leaving it to us to read the 
policy. will you tell me whether he is 
allowed to take the benefit of that? 
A.—So far we have returned one-fifth 


_of the net premiums, and nothing 


more, and it is my opinion that the 
man has been extremely generously 
used who has had that one-fifth. 
Q.—The man has been paid on-fifth 
of his premiums but he has been given 
no participation in that special con- 
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tingent fund, has he? A.—Nothing 
else has been paid except the one-fifth. 

Q.—Then he has not participated in 
the accumulated special contingent 
fund, has he? A.—He has not par- 
ticipated in anything except what has 
been paid. 

Q.—No part of the accumulation has 
been paid? A.—No. 

Q.—He has not been given the bene- 


fit of this clause in his policy, because . 


the previous clause gives him the share 
in ‘his premium ? 

MR. PATERSON: Is not that a 
question of law? Contract? 

MR. TILLEY: You say he has got 
nothing but one-fifth of his net prem 
iums back? A.—That is what I said. 

MR. LANGMUIR: Was there ac- 
tually an accumulated fund in respect 
of that class of policy? A.—We have 
a fund specially set aside there as 
a contingent fund. 

Q.—And the policyholder has not 
participated in that fund? A.—There 
has been no participation except in 
the actual premiums. 

MR. TILLEY: Then take this com- 
plaint of a man named Alexander Mac- 
donald of North Bay. . He says, ‘‘Over 
15 years ago I was induced to take a 
policy for $5,000 in what was called 
The Mercantile Plan, on which I was 
to pay $84 a year, assuring me that 
the policy would never go higher than 
$105 a year. It was also promised 
that in all the lapsed policies I would 
have a share. This has proven false 
as every five years since I was obliged 
to pay more and now I am paying $145 
and if I live 10 years more it will cost 
me about $400. I am now 60 years 
of age and I have struggled hard to 
keep it up and it is hard on me. I 
was in Toronto three years ago, I 
tried to raise some money on it but 
was told by Mr. McCabe that: it was 
ne good to anyone except to my friends 
after my death. If my policy and re- 
ceipts would be of any benefit to you 
I will send them on at once. I am 
only a poor man and I am kept poor. 
I would be very grateful to you if you 
could drop me a few lines on the mat- 
ter.’ That is a letter received to- 
day regarding this policy on the com- 
mercial plan. Is that right that no 
loan will be made on it? A.—Oh of 
course the policy has no loan value at 
all. At any rate it would never have 
a loan value on account of the surplus. 

Q.—And that special contingent 
fund has never been used to give any 
benefit to the persons that are in the 
class ? A.—Of course you will un- 
derstand that it is at the discretion 
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of the company to what extent they 
will participate. 

Q.—There is nothing here about dis- 
cretion at all. ‘‘If this policy. shall 
have been in force for 15 years, at 
every quinquennial period of the Com- 
pany it will participate in such con- 
tingent fund remaining in surplus.”’ 

JUDGE MacTAVISH: Would you 
furnish us with a statement of the 
payments made on this particular pol- 
icy of Macdonald of North Bay? A. 
—Yes sir. As I said before, that pol- 
icy has been an extremely generous 
one. The policyholders under that 
class have been treated too well. 

MR. TILLEY: The policyholder is 
told sometimes, ‘‘Well, this is a mat- 
ter of contract and if you do not ap-: 
ply for your profits you do not get 
them.’? This is a matter of contract 
too; now we want to know whether 
the insured is getting what he con- 
tracted forP The question is not 
whether it is favorable to him or not, 
it is what he contracted for? A.— 
Well, it has not been my duty to ap- 
ply that clause. 

(Commercial Plan Policy and letter 
of Alex. Macdonald filed as exhibit 
149.) 

Q.—Have you. made any change re- 
cently in the surrender values allowed 
to policyholders? A.—What do you 
particularly refer to there? 

Q.—Have you made any different 
provision as to guaranteed surrender 
value or not recently? A.—Not in 
respect of recent issue of policies. 
There has been a slight alteration in 
rerard to the old surrender values. 

Q.—But no alteration as to recent 
policies? A.—Oh no. 

Q.—Does this statement show your 
eash surrender value? A.—Yes, 16 
shows the old values. 

Q.—Is the whole of it the sameP A. 
—I presume that comes under ‘1’? 
there. No, I think it is mixed there, 
some refer to one and some to the 
other. 

Q.—I thought that was the new 
manner of dealing with the old poli- 
cies? A.—Oh no. . 

Q.—That is the old manner of deal- 
ing with them? A.—Yes. 

().—Let me read this letter and see 
if you agree with what he says. A 
letter from Christopher M. Forbes. 
(Exhibit 150.) ‘‘T hold a twenty. pay- 
ment life policy semi-Tontine, No. 7,- 
394, with the North American Life 
Assurance Company, on which T have 
vaid 17 annual premiums of $25.65 or 
say $436.05. In the spring of last 
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year, having paid to the company up 
to that time 16 payments or $410.40, 
I wrote asking them to name the then 
cash surrender value of my policy. 
They replied as per the enclosed let- 
ter, that the surrender value of my 
policy was $180.99. In view of the 
investigation that is now going on I 
think it is advisable to send you this 
information as the amount they offer 
appears to me out of all proportion to 
the amount paid in, and may lead the 
commission into a channel of inquiry 
with good results to policyholders. My 
policy. is for 31, 000.’’ Then here is 
a statement, ‘‘re Forbes policy. Under 
the old 43 per cent. policies the rule 
in regard to surrender value has been 
that the surrender value is equal to 
the reserve multiplied by eight thous- 
and, plus the reserve divided by two 
thousand ? A=—That is right. It 
would increase over half, half is the 
least. 

Q.—That is to say in the first year 
ii would be one third the surrender 
value? A.—It would be certainly 
more than half. If the reserve were 
10 per cent. it would be 55 per cent. 

Q.—In this case the policy was 16 
vears in force, the amount was $1,000, 
the plan 20 Payment Life; age 25, the 
reserve, 16 year, is $282.85. That 
gave the surrender value of $180.99, 
according to this letter of Forbes. Now 
is that the way you compute the re- 
serve now? A.—Well, if Mr. Forbes 
were to apply this year—that is only 
an application, it is not a cash sur- 
render. 

Q.—What do you mean by that? A. 
—He applied for the amount but the 
policy was not actually surrendered. 

Q.—What difference does that 
make? If he had surrendered it that 
is what he would have got? A.— 
Yes. 

Q.—That does not make it fair or 
unfair, the fact that he did not take 
it? A.—He would be more fortunate 
te apnlv now. 

Q.—Why? A.—I can say in regard 
te the surrender values, I think that 
rule was instituted in the first place 
by Mr. McCabe. I don’t know where 
he got it exactly. . You can see how 
it works ont. The lowest percentage 
would be 50 per cent. and in the case 
of an* endowment where the reserve 
cradually increases to a thousand at 
the end of the neriod, the cash sur- 
render value will ultimately be the 
face of the policy or the whole reserve. 
Tt is more or less arbitrary. 

Q.—That is iust a rule of thumb 
again? A.—I don’t know what it 
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Nae I don’t know where he got the 
rule. 

JUDGE MacTAVISH: What is the 
rule nowP A.—Well we are giving a 
percentage. J might say in that con- 
nection there have been very few sur- 
renders after— 

MR. TILLEY: What would he get 
now? _ A.—80 per cent. 

Q.—How much money, let us have 
it in figures. 

MR. PATERSON : Are you quite 
clear on that? Mr. Campbell has 
something hereP A.—I have not got 
the exact percentages. 

MR. TILLEY: Let Mr. Campbell 
give it to us then. 


(Receives a memo.) That is what 


‘I was informed. 


Q.—Then has the old rule been 
changed for old policies? A.—No, the 
point I wanted to bring out there, 
that is under contemplation at the 
present time, the changing of the old 
rule. 

Q.—That is not the point you did 
bring out? A.—I did not put. it in 
the exact language I intended to. 

Q.—If this man Forbes applied now 
would he be treated on any different 
basis? A.—I am inclined to think he 
would be now. 

Q.—There is no rule yet laid down 
by the company which would entitle 
him to be treated on a different basis? 
A.—We are preparing a set of tables 
to apply to those old values. We have 
not had a case yet on which to apply 
them. ° 

Q.—So you have not yet treated any 
of these old policyholders on a differ- 
ent basis? This is not fair to Forbes? — 
A.—Well, it is the same rule that has 
always applied. 

Q.—Was the rule fair during those 
years? A.—Well, it is a matter of 
contract. 

Q.—What does his contract say he 
is entitled. to? A.—The_ contract 
states, according to the rules of the 
company. 

Q.—Then new rules have been laid 
down for new policies, and what per- 
centage would they get? A.—I think 
you have them there, have yon not? 

Q.—Then we come back to this as 
heing anew rule? A, Oh no, that is 


_ the old rule. That is how that rule 


vorks out in regard to particular pol- 
‘cies and plans. No, I am mistaken 
there, that is the new rate entirely. 
Q. —This is the new rate which gives 
the total reserve at the end of 20 
vears and certain ages, or at all ages, 
doesn’t it? A.—This refers to the 
Manual issued in 1900. That is not 
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the present though. We issued a 
manual subsequently, in 1903, and the 
reserves were increased. 

Q.—Are they increased on this state- 
ment? A.—The surrender values are 
increased. 

Q.—Point out where that is? A.— 
You have them here. 

Q.—Limited Payment Life. That all 
seems to be part of the same? A.— 
No, this refers to the surrender values 
under the rate book and this refers to 
the same rate book. Here under ‘‘C”’ 
you will see a reference to the rate 
book in 1908. 

Q.—So that the first page does not 
give the surrender value on the basis 
of the new rate book? A.—No. 

Q.—But the 2nd page gives the sur- 
render values on the basis of the last 
rate book you issued? A.—Yes. 

Q.—Which was in 1903? <A.—Yes. 

Q.—And neither of these show the 
old method under which Forbes comes? 
A,—No. 

Q.—Forbes is a time prior to either 
of these? A.—Yes. 

Q.—I will put in the Forbes letter 
and statement as (Exhibit 150.) Then 
_the statement of surrender values 
since in use. (Exhibit 151.) Tell me 
what Forbes would get on your present 
method of computing surrender 
values? A.—If the present method ap- 
plied it runs up to the full reserve 
in the 10th year. 

Q.—I would like to know in dollars 
and cents? A.—He would get $282.- 
85. 

Q.—Instead ‘of $180.99? A.—Yes: 

Q.—When the rule was changed for 
these surrender values why was it not 
made applicable to all these policy- 
holders? A.—Because we were simply 
getting out a new rate book for a new 
state of affairs. 

Q.—You propose now to change it as 
to these old policyholders? A.—It is 
under contemplation. 

Q.—Has it been decided to do it 
yet? A.—No, it has not. It has been 
decided to do it, but the actual rates 
have not been adopted yet. 

Q.—Can you say why that was not 
_done when the change was made in the 
other? A.—I cannot say. Mr. Mc- 
Cabe was managing the company at 
that time. 

Q.—And you did not know what rea- 
sons prompted him for what he did? 
A.—No. 

Q.—He did not take you into his 
confidence? A.—Not at all. 
~ Q.—And this method of giving sur- 
render value does not seem to be based 
on any reasoning you can discover? 
A.—As regards surrender values T do 
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not think they are based on any scien- 
tific method whatever. I think they 
are largely competitive. They are 
originally based on something scienti- 
fic, but as between companies they are 
largely competitive. 

Q.—And you cannot tell how Mr. 
McCabe arrived at that method? A. 
—I fancy that that is a rule that ap- 
plied to Old Country policies. 

Q.—It goes back that far, does it? 
A.—I guess so. I don’t think it was 
originated by him. 

Q.—If Forbes had a loan on his pol- 
icy which got into default and he ap- 
plied for the surrender value, would 
he even get as much as this letter of- 


fered him? A.—Undoubtedly. 


Q.—Is there not something that 
makes his position different where 
there has been a loan? I think probab- 
ly that was referred to by Mr. Shep- 
ley. Does the North American Life 
lend money on real estate, taking pol- 
icies of insurance on the life of the 
mortgagor? A.—You are dealing now 
with a different phase of the question ? 

Q.—Certainly? A.—I don’t think 
as a matter. of fact—I know in fact 
that they never insist upon insurance 
being taken. 

Q.—But is that a practice that is 
adopted by the North American Life? 
A.—The North American Life will 
take insurance on any man insurable. 

Q.—And lend him money on his real 
estate at the same time? A.—I don’t 
know anything about the real estate 
part of the business. I don’t suppose 
they would loan money unless they had 


.good security. 


Q.—Do you tell me you cannot an- 
swer my question frankly, as I have 
asked it? If yon cannot I will go on. 
A.—I have no knowledge of the in- 
vestment part of the business. 

Q.—If you say you don’t know 
whether the North American Life lend 
money and insure the mortgagor all 
in the same transaction, then I will 
take your answer? A.—No, they 
don’t. 

Q.—That is not a transaction the 
North American Life enters into? A. 
—Not a joint transaction at all. 

Q.—It has not been done in any 
case? A.—Not that I know of. . As 
I say, we frequently have insurance 
on a mortgagor though. 

Q.—Taken at the same time as the 
money is loaned?. A.—I don’t know 
when. Iam not familiar with a case. 

Q.—You know that some of. the 
mortgagors to the company are per- 
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sors insured by the company? A.— 
Vhat would naturally happen. 

Q.—But you say you don’t know 
whether the insurance was taken out 
at the same time as the mortgage? A. 
—It is never a joint transaction. 

Q.—You are able to say that? A. 
—Yes. 

Q.—You seem very positive about it 
now? <A.—Well, I say it to the best 
o:; my knowledge. 

Q.—A question was asked Mr. Gold- 
man and probably it would be well that 
I should ask you, as to the propor- 
tion or percentage of the policies writ- 
_ ten in any particular year that lapsed 
in the immediately succeeding year. 
I suppose you cannot add anything to 
what has been said about that? A.— 
I think not. I think I have said all 
that I can on that point. 

MR. LANGMUIR: Mr. Kilgour 
was going on to say in respect of the 
2 millions that lapsed last year, 1905, 
about how much of it had been writ- 
ten during the previous year. I think 
you were going to say something on 
that point? A.—No, the point I 
wished to bring out was that you could 
not compare them. For instance take 
the not taken policies of 1905, they 
would not necessarily be of the issue 
of 1904. 

MR. TILLEY: But they are not in 
the lapsed policies? A.—No, but the 
same might apply to the lapsed. 

Q.—The lapsed policies I was talk- 
ing about were the policies issued in 
1904 that lapsed in 1905? A.—Well, 
of course some policies might be car- 
ried by note for a while and extend 
over the actual year. On the average 
though that would follow, averaging 
up from year to year. 

Q.—What I read at that time was 
that there were 784 policies of $1,096,- 
250 issued in 1904 that lapsed in 1905, 
and 336 policies of 1904 that were not 
taken. Do you deal with the pay- 
ment of policies when a question arises 
as to whether the company is liable 
or not? A.—No. 

Q.—You are not consulted about it? 
A.—No. 

Q.—Do you remember the Macdon- 
ald policy? A.—No. 

Q.—In that case it appears that a 
note had been sent by mailP A.—I 
have no knowledge of that case at all. 
Tt was dealt with by Mr. Goldman was 
it notP 

Q.—No, it was not discussed with 
him. You cannot give any information 
about it? © A.—No. 

' Q.—You have not seen these papers 
before? A.—No 
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Q.—Apparently Macdonald wrote 
asking about the payment of his note, 
which he thought was coming due, and 
wrote a second letter. There seems 
to be no reply to him. Then after 
his death the position seems to be 
taken that his policy had lapsed be- 
cause the premium had not been paid. 
You don’t know anything about that? 
A.—I don’t remember the facts. 1 
can get an exact statement in regard 
to that policy if you wish. 

Q.—This seems to be the corres- 
pondence, but that would only be in 
line with the evidence that was given, 
I suppose, that if a policy lapses and 
no claim is made for the surrender vyal- 
ue, that the policyholder loses it? A. 
—Yes. 

Q.—In this ease a settlement was 
made at $1,282.30, but Macdonald 
would have been entitled to a paid up 
policy for $38,500 by merely electing 
to have it? A.—Of course you must 
not confuse a atid up policy with ac- 
tual cash. 

Q.—Mr. Taylor would like to have 


this transaction brought out so we will 


take up the whole transaction and then 
read the certificate of character at the 
end. Macdonald apparently on Aug- 
ust 5th wrote to your company in re- 
gard to the premium on policy No. 
4 440 on his life. He says, ‘‘I was 
notified in due time by R. B. Hunger- 
ford and I signed a note a day in 
March last, the date I cannot say for 
I was in San Francisco at the time 
and mailed it from there. So will! 
you please look it up and let me know 
for it must soon be due now. T want 
to continue my policy.’’ That is 
signed Charles Macdonald, Astoria. 
There was no uncertain sound about 
Macdonald’s letter, was there? A.— 
No. 

Q.—There seems to be no reply to 
that letter in this file but Mr. Taylor 
says there is a mark on this letter 
which shows that the letter was an- 
swered. Then on August 12th he 
writes, ‘If I remember correct I stated 
my note was signed in March last. It 
should have been in May last for my 
letter was forwarded from Astoria to 
San Francisco.’’ As before, ‘‘Charles 
Macdonald. That letter does not seem 
to have been replied to, at least this 
ditto mark is not on it. Then on 
Aug. 10th the Company wrote to Hun- 
gerford, “re Policy 4,440 Macdonald, 
not. in force. We are in receipt of a 
letter-from Mr. Charles Macdonald of 
Astoria in regard to this policy, which 
ceased to be in force. Kindly look 
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into the matter carefully and let us 
know if you have any correspondence 
with him or received any note as he 
states”’ That states that the policy 
was not then in force, but the card 
that you produced has on it ‘“‘lapsed 
December, 1901,’’ although the letter 
was written on Aug. 10th. Do you 
know why that was not treated as 
lapsed on that card at any rateP A. 
—-Well, of course the actual book- 
keeping entry might be made a long 
while after the policy is not in force. 


Q.—Then this entry treating this 
as a lapsed policy was not put through 
until Dec., 1901, on your books? A. 
—No. That is right, although. it 
automatically lapsed by non-payment 
of the premium, in April, 1901, and 
was written off in December. 

Q.—Then on 14th Dec., 1901, there 
is’ this letter, ‘‘my brother Charles 
Macdonald, holding policy 4,440 in 
your company died in Astoria, Oregon, 
on 2nd Dec., 1901, in St. Mary’s Hos- 
pital, Astoria. Kindly forward cer- 
tificates of proofs of death to be filled 
out as policy calls for and oblige. Alex. 
Macdonald.”’ You cannot say from 
this entry whether it was before or 
after that 14th Dec., or before or after 
the 21st of Dec., when you received 
that letter, when these entries were 
made on the card saying that the pol- 
icy had lapsed and treating it as lapsed 
ir your books? A.—No, I don’t think 
that can be done. 


Q.—It is just written ‘‘lapsed Dec., 
19O0h??.o- tA -—Yes! 


Q.—Then further correspondence 
passed, the Company writing ‘‘We are 
in receipt of your favour of the 14th 
inst. advising us of the death of 
Charles Macdonald. We find this pol- 
icy lapsed some months ago owing to 
‘non-payment of the premium, which 
came due on 20th April last and there- 
fore was not in force at death.’? That 
is written on Dec. 28rd. Then other 
letters were written about it as be- 
tween yourselves and the agent and 
finally a claim was made on the com- 
pany by Messrs. Gibbons and Harper, 
acting on behalf of the estate and the 
upshot of the correspondence with the 
solicitors was that this man was paid 
$1,282.30 on that policy. It was a 
$5,000 policy, 20 Payment Life. There 
is a clause in the policy dealing with 
its lapse, allowing a grace of one 
month for the payment of premiums 
and providing for reinstatement on 
certain conditions if the policy be- 
comes void? A.—It is an old policy 
of course. 


“6 EDWARD VII., A. 1906 


North American Life, 
(D. E. Kilgour, Ex’d.) 


Q.—It gives him no absolute paid 
up policy? A.—WNo. 

Q.—And if he had been entitled to 
a paid up policy on that premium not 
being paid, he would have received 
a great deal more? A.—You mean if 
it had been automatic, yes. He would 
not have received a great deal more 
though. 

Q.—Then there is a letter from Gib- 
bons and Harper to the North Ameri- 
ean Life, ‘‘Allow me to congratulate 
you on the liberal treatment you have 
extended to him on the life of his 
late brother.’’? ‘‘Although you were 
not obliged legally to make any pay- 
ment thereunder yet you have gener- 
ously paid the beneficiary the sum of 
$1,282, being the full reserve held by 
you under the codicil.’? Would you 
care to say under that state of facts 
that the beneficiary was not entitled 
40 anything? A.—Oh, undoubtedly he 
was not entitled to anything. 

Q.—Although he writes himself in 
August inquiring about the note that 
was coming dueP A.—Yes. 

Q.—Has the note ever been found, 
can Mr. Taylor tell usP A.—No, no 
trace of it. 

(File re Macdonald policy, corres- 
pondence and policy filed as Exhibit 
152.) 

Q.—Then without asking any ques- 
tions at present, I will put in the 
forms used by this company to prove 
death, some 89 questions being asked 
to establish the death. 

(Filed as Exhibit 153.) 

(Adjourned to 2 p.m.) 


AFTERNOON SESSION. ‘ 


Resumed at 2 p.m., May 28rd, 1906. 

Examination of Mr. Kilgour con- 
tinued : 

MR. HELLMUTH: Q.—Were you 
here yesterday afternoon when a com- 
parison was made between an all life 
without-profit policy at the age of 40 
and a twenty semi-tontine policy, the 
same age? A.—I recall something of 
that, I do not exactly. 

Q.—You probably are aware, or cap 
verify, that the premium on the or- 
dinary life at the age of 40 is $27.05? 
A.—Yes. 

Q.—And that on the twenty year 
semi-tontine deferred dividend it is 
$32.60? A.—Yes, you are comparing 
ordinary life non-participating with 
twenty payment life participating ? 

Q.—Yes, with a deferred period is 
it not, that is they only get any pro- 
fit if they are in the twenty years? 
A.—Yes. 
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Q.—$5.55 being the difference in 
the premium between $27.05 and $32.- 
60? A.—Yes. 

Q.—And that $5.55 is paid entirely 
for the purpose of getting profits, it 
is not paid for insurance? A.—It is 
paid more than for profits, it is paid 
to provide for future reserve, for in- 
See in the payment life it is fully 

i 
Sy 0. —_$97. 05 provides for reserves in 
the ordinary life? A.—yYes, but after 
the 25 years are up he has to continue 
to pay the $27. 

Q.—Quite so, so that what I say is 
correct, that the $5.55 is purely for 
the purpose of giving profits? A.—I 
think you are probably confused, you 
are treating the ordinary life non-par- 
ticipating with the payment, 20 pay- 
ment life participating. 

Q.—It is not twenty payment life? 
A.—I think you mentioned that. 

Q.—It_ is not twenty payment life, 
it is ordinary life, but with a semi- 
tontine period at the end of 20 years? 
A.—Yes. 

Q.—That is $32.60? A.—Yes. 

Q.—That is the premium for that 
class of insurance—let us get this 
clear—$5.55 in that case is paid pure- 
ly for profits? A.—Yes. 

Q.—Because the $27.05 is enough to 
take care of the insurance and the re- 
serves? A.—It should be adequate, it 
is provided for that. 

Q.—And that also provides for the 
loading expenses? A.—Yes. 

Q.—Have you got any calculation 
there of what profits at the end of the 
20 years you will pay to the man who 
pays that additional $5.55? A.—We 
have an estimate of $281. 

Q.—That is to say, is that in cash 
$281? A.—Yes. i 

Q@.—But he still will bave to go on 
and pay the $27.05 after that? A.— 
Yes. 

Q.—And can you tell me roughly 
how many, or what percentage will be 
in existence of those insured at the 
end of the 20 years on the basis of a 
forty year man at the time of paying 
the first premium? A.—About 70 per 
cent. would probably survive, that is 
mortality alone. 

Q—That is mortality alone, but 
take the lapses and other matters that 
enter into it? A.—Put it down at 40 
per cent. ' 

Q.—I notice that in this (exhibit 
144), even with the man ten years 
younger, aged 30, there are only sur- 
viving somewhere between 43 and 44 
per cent? A.—yYes. 
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Q.—And of course with a man of 40 
there would be a less number? A.— 
Yes, I put it at 40 roughly. 

Q.—So that as Mr. Goldman said 
yesterday, 60 per cent. reaped no bene- 
fit from that $5.55? A.—Of course 
some of those, very few of those who 
pay many $5.55— 

Q.—But of that 60 per cent. none of 
them reap any benefit from the $5.55? 
A.—Not in respect of the particular 
amounts they paid in. 

Q.—Not in respect of the $5.55 they 
ne paid in ‘n addition to the $27.05? 

—No. 

Q. And therefore the whole of that 
$5.55 of 60 per cent. should go to the 
4G, per cent. who survive? A.—Yes, 
of course in respect of the amount paid 
in, 

Q.—Whatever of the $5.55 is paid: 
in by the 60 per cent. who have gone 
out should go for the benefit of the 40 
per cent? A.—Yes, that is right. 

Q.—So that the 40 per cent. should 
get back at least $5.55 compounded 
yearly at 34 per cent. in order to have 
returned the additional money they 
have paidP A.—yYes. 

Q.—Then they should get in addi- 
tion to that such proportion of the 


. $5.55 as has been paid in by the 60 


per cent. who have lapsed? A.—Yes. 

Q.—With compound interest upon 
that amount at at least 33 per cent. for 
the respective periods it has been with 
the company? A.—With the rate of 
interest earned. 

Q.—Do they do anything like that? 
A.—Yes, that exhibit shows exactly. 

Q.—No, that exhibit is not of course 
on the forty year basis, but that ex- 
hibit shows only $185.64, does it not? 
A.—Yes. 

Q.—And the surplus? A.—I will 
see what we have here in the book. Of 
course that accounts for the difference 
in age. 

Q.—Your amount for forty is how 
much? A.—About $281. 


Q.—Do you say that that $281 covers 
more than the whole of the additional 
$5.55 and the $5.55’s that have been 
paid by the 60 per cent. with com- 
pound interest at 34 per cent? A.— 
Roughly speaking it covers that. 

Q.—Exactly that or just about that ? 
A.—That is not the way the contribu- 
tion fund is made up. 


Q.—I want to know whether it would 
be just exactly about that amount? A. 
--It would depend entirely upon the 
expenses that would be assessed on 
that class. 
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Q.—It would not run over that any- 
way? A.—Yes, it might, including 
the saving in mortality. 

Q.—It might include the saving in 
mortality and it might include I sup- 
pose you will say the advantage of the 
gain in interest over 3} per cent? A. 
—Yes, but mind you, in that we do not 


consider that $5.55 as a gain; the way. 


we get the amount, the difference be- 
tween loading and assessment expenses, 
we do not take that into considera- 
tion at all; as a matter of fact that 
$5.55 might not be the amount we ‘con- 
sider, because our expense also might 
be higher than the actual loading on 
the non-participating plan. 

Q.—But you do say and you Fehr 
that $27.05 for a'man of the age of 
forty is enough to keep him insured 
to pay his net premium and to pay-the 
expense for loading? A.—We regard 
that as adequate. 

Q.—It is not entirely inadequate? 
A.—No, we would not publish it. if it 
were, 

Q.—What is the ratio of expense to 
premium income of the North Ameri- 
can Life, I mean the first and second 
year, and all? ©A.—Somewhere be- 
tween 25 and 30 per cent. 

Q.—I think you are below the mark; 
I have had a calculation made of the 
ratio from 1895 up to 1904? A.—Of 
course I gave it for last year, 1905. 

Q.—1904 was 32.5? A.—I cannot 
remember the exact figure; my im- 
pression was 1905 was about 29 per 
cent. 


Q.—You said between 25 and 30 
per cent; you have never been down 
below 29.8, which is practically 30? 
Bere Oe we expected to run down to 
25. 

Q.—In the past your percentage has 
averaged over 30 per cent? A.—yYes. 


Q.—So that on that basis you would 
require a loading of 30 per cent. for 
expenses? A.—OQh no. 

Q.—If you are not going to save on 
mortality, which you have taken into 
account, or on the difference jn inter- 
est if you do not save on either of 
those two you require a thirty per 
cent., is not that soP A.—That same 
argument. would apply to a new com- 
pany. 

Q.—Would not that be so? A.—No. 

Q.—Why not? <A.—Take the case 
of a new company that has only been 
in existence two years, it might have 
an expense ratio of 75 per cent., and 
it would not be fair to say it would be 
necessary to charge 75 per cent. on a 
net rate. 
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Q.—You have been in existence how — 
many years? A.—About 25 years. 

Q.—And your expense ratio has not 
got beyond 30 per cent. practically yp 
tc date? A.—You can- put it that 
way, that, is about it. 

0.80 that if your expense ratio 
has been for those 25 years either above 
or below 380 per cent. you certainly 
should calculate during those years at 
all events on an expense ratio of 30 
per centP A.—No, I think I can 
explain that point to you very easily. 
It happened this way, that—the great 
expense is due to the first year; those 
policies which are insured in the first 
Aa either persist or go off, if they 

were to persist they would "make a 
greater proportion of old business than 
is actually the ease now, and would 
materially reduce the expense ratio; 
if they have gone off they have gone 
off and we do not have to provide for 
them in the future. 

Q —Your expense ratio for first year 
business last year was 467 per cent? 
A.—No. 

Q.—That was for 1904? A.—It™ 
was not the expense ratio at all, that- 
was with reference to the loading. 

Q.—To the new business? A. It 
was not with reference to premiums at 
all. 

Q.—It was with reference to loading 
of the premiums? <A.—Yes, but not 
in reference to the premiums. 

Q.—In reference to the loading of 
the premiums? A.—Yes, but not in re- 
ference to premiums. 

Q.-—It was only by reason of your 
old business of costing you so much 
that your ratio of expense was brought 
down to 29.8 from 32.5? A.—You are 
econfusing the two; that 29.8 applies 
to premium income: 467 applies to the 
Icading, and the loading as you know 
is about one-fifth of the premium in- 
come. 

Q.—What was your ratio ‘of expense 


‘to premium income in new _ business 


for 1904? A.—I cannot tell you in 
regard to 1904. In regard to 1905 it 
is about 100 per cent. 

Q.—You can tell me easily by that 
book? A.—No, I cannot. 

Q.—What was your total new busi~ 
ness in 1904 (refers to blue-book)? A. 
—¥6,300,000. © 

Q.—What were your total first year 
expenses? A.—I do not know. 

Q.—Would that be accurate, $2920.- 
000? A.—Yes, I guess.that is accur- 
ate. ; 

Q.—What_ percentage would that 
be? = Al=But this is the premium 
amount, this is not premium income. 
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Q.—Cannot you tell me what your 
premium income isP A.—No. 

Q.—We have not it here in record; 
have you no record of premium income 
in that year? A.—We have it for 1905 
but not for 1904. 

Q.—I will take it for 1905? A,—I 
think it is given in the exhibit to the 
Commissioner. 

Q.—lIs not that net premium income 
in the blue book? A.—Yes, that is 
$214,938.41 for 1904. 

Q.—And the expenses on new busi- 
Bee for that year were $220,195? A. 
—Yes. 

Q.—That is over 100 per cent.P A. 
—vVery slightly over. 

Q.—And that percentage is reduced 
by reason of the lower cost on the re- 
newal business? A,—Yes. 

Q.—So that it is a fact that the to- 
tal ratio is somewhere in the neighbor- 
hood of 32.5 for that year or 29.8 for 
this year? A.—Take those figures. 

Q.—As an actuary what percentage 
do you consider it necessary to load 
the net premium with so as to cover 
expenses, non-participating or parti- 
cipating—give me both? A.—Partici- 
pating are at present based on 20 per 
cent. on the net premium plus $3, 
and non-participating is at present 
based on an American table, it is 
about 15 per cent. on the Amerjcan 
table. 

Q.—That is 15 per cent. of. the net 
premium? A.—Yes. 

Q.—Nothing justifies a lower load- 
ing than 15 per cent.’ because it is 
nearly always exceeded, the loading? 
A.—Seldom exceeds 15 per cent. 

Q.—It has? A.—I have never known 
the loading to exceed 15 per cent. on 
the non-participating policy. 

Q.—You do load for 15 per cent.? 
A.— Yes: 

Q.—Is that including first year busi- 
ness of non-participating as well as 
renewals? A.—That includes all the 
business. 

Q.—15 per cent. is safe, you think? 
A.—I think. so: 

Q.—Would you take it any lower? 
A.—I think that is regarded as about 
right at the present time. 

Q.—Will you tell me why you only 
load this 40 year man with ten per 
cent, in your own rates? A.—That is 
in regard to the Canadian table. 

Q.—You only load that man with 
ten per cent., the net premium. for 
the man of 40 years, as Mr. Goldman 
when he was examined said, at 3} per 
cent., and T am taking all these now 
sure on 33 per cent., is $24.65. and 
ten ver cent. of that will be $2.46, 
“would you make the total premium 


North American Life, 
(D. EK. Kilgour, Ex’d.) 


$27.11; you only make it $27.05— 
why? A.—That is the exact rate com- 
puted on the American 3% per cent. 
basis with a 15 per cent, loading, 


Q.—$24.65 is the net premium? A. 
—Is that the net American premium ? 

Q.—I don’t know, that is the Hm. 
table? A.—It is not based on the Hm. 
tables. 


Q.—So that you put it on the net 
American premium? A.—Yes. 

Q.—And that is then a more favor- 
able rate of mortality? A.—In respect 
to that particular age. 

Q.—You will find that much the 
same with the other ages? A.—I do 
not think the discrepancy would be 
the same in all ages; however you can 
ee it at ten per cent. if you wish 
oO. 

Q.—What do you take as the per- 
centage of loading for the participat- 
ing policy? A.—20 per cent. and $3. 
_ Q.—Why does the participating pol- 
icy require a higher loading than the 
non-participating? §A.—It provides 
for profits. 

_ Q.—But outside of profits why does 
it require any heavier loading? A,— 
I think the case is simply this way, 
when we issue a non-participating pol- 
icy we load it with a rate that we re- 
gard. as adequate to provide both for 
the liability in respect of mortality 
and in regard to expenses; but at the 
same time there is the possibility that 
the company will lose, it takes a 
chance; our expenses may exceed that 
and our experience may not warrant 
that, but we consider we are operat- 
ing under favorable conditions when 
we load it and when we issue a prem- 
ium of that rate; at the same time we 


‘take the ground when we issue a par- 


ticipating policy that there is going 
to be absolutely no doubt about it, 
we load sufficiently so that there is 
no question about the company being 
at least equal and in a position to pay 
reserves at the end of the time, and 
possibly a surplus. 

Q.—When you take a man’s ordin- 
ary life policy you certainly load it 
and charge a sufficient premium to 
guarantee you can pay that policy? 
A.—We expect to pay that policy. 

Q.—But you take enough to do it? 
A.—No, we might make a loss. 

Q.—You may take it out of parti- 
cipating? A.—We might make a loss, 
it is possible. 

Q.—And it would then have to make 
its burden upon the participating 
policy? A.—It is treating profit and 
loss, and it has always been a profit. 
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Q.—You make a distinction between 
the participating and non-participat- 
ing in favor of the non-participating, 
you make the participating take the 
chances of having to bear the burden 
of the non-participating? A.—We 
do not expect it ever will. 

Q.—But you do make it take that 
chance? A.—Yes, or probably capi- 
tal stock. 

Q.—You make the distinction in 
favor of the non-participating policy- 
holder who pays the lower rate pro- 
portionately than the participating? 
A—Yes. 

Q.—You never put that feature to 
the public that he pays a lower rate? 
A.—I think generally the public is 
aware of the rate. 

Q.—I mean that the non-participat- 
ing is entitled to rely upon the parti- 
cipating policy to make good any loss 
in investment or any other way? A. 

—He knows it is absolutely guaran- 
teed whether he gets it from the par- 
ticipating policy or whether he gets 
it from the capital stock. 

Q.—As a matter of actual fact, you 
have always done that from the outset 
of the company, you have given the 
non-participating man a lower rate 
proportionately than the participat- 
ing P A.—Yes. 

Q.—And that is a feature of all 
these companies as far as you know? 
A.—Yes, as far as I know. 

Q.—That is the man who is in the 
position of getting most certainly for 
his money is the non-participating pol- 
icy-holder? A.—He is guaranteed it. 

Q.—Do you make up the loading for 
the future premiums, is that part of 
your duty? A.—They are made up at 
the present time. 

Q.—Is there a distinction drawn be- 
tween the loading for one kind of par- 
ticipating policy and another? A.—A 
slight distinction, it is generally the 
same for life policies; it is slightly 
lower for an endowment policy. 

Q.—Are you able to say how much 
of the load that a participating policy 
has cast upon it, that is upon the 
premium as applies to expense and to 
profits—can you divide that in any 
way? A.—No, I cannot divide it. 

Q.—Can you divide the premium of 
$32.60 into the net reserve, the load- 
ing for expenses, and the loading for 
profits?. A.—No. 

He Q. aga you ever tried to do that? 

Q. pees you do say that the whole 
of the difference between the $2,705 
and the $32.60, or the sum of $5.55 is 
not all for profits, it is not an entire 
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additional amount for profits? A.— 
Well, it provides for profits and also 
for possible contingent expenses. 
Q.—That is, it does provide for pro- 
fits and expenses by whatever name 
you call them of some kind? A.—Yes. 


Q.—Could you give me the’ practical 
result of two or three policies at vari- 
ous ages and how they have worked 
out? A.—They are on exhibit at the 
present time, take the twenty payment 
life. 


Q.—That is at the age of 30? A.—I 
have not got it at the age ‘of 40. 


Q.—What I want to get at is this, 
can you tell me what percentage has 
been returned to that individual of the 
moneys he has paid in over and above 
the cost of straight life and of the 
moneys that he would be entitled to 
on the 60 per cent. lapse or death? 
A.—I have not made a calculation. 

Q.—Could it be calcylated ? Alte 
could be calculated. 

Q.—Could you furnish me with that? 
A.—I could furnish you with that. 

Q.—Perhaps you would not mind 
furnishing it on a couple of different 
plans? A.—Yes, on any number. 

MR. TILLEY: I was asking you 
whether there was any person else in 
the office who could explain the method 
of calculatian adopted by Mr. McCabe 
in his lifetime and after his death 
until you took charge, you said there 
was no person who would know more 
about it than youP A.—I do not think 
so 

Q.—What is Mr. Campbell’s position 
in the office? A.—He is associated 
with me and in charge of that depart- 
ment. 

Q.—Who is the senior, you or Mr. 
Campbell? A.—I am the senior. 

Q.—How long have you been there as 
senior to Mr. Campbell? A.—I do not 
think there has ever been any distinc- 
tion. I have the title of assistant 
actuary. 

Q.—And what title has he? A.—He 
has not any title. 

Q.—He is in the actuarial depart- 
mentP A.—Yes. 

Q.—Doing work under youP A.— 
Oh, no, there is a general division of 
the work in the department; I have 
attention particularly of the mathe- 
matical work. 

Q.—Was Mr. Campbell more con- 
versant with the method of calculation 
adopted by Mr. McCabe? A.—No, I 
do not think he was; I am sure of it. 

Q.—yYou are sure he cannot tell us 
anything more about this than you 
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have told us this morning? A.—I have 
told you all he knows about it. 

Q.—You are confident about it? A. 
—Yes. 

MR. SHEPLEY: I desire to have it 
put upon the records that I have satis- 
fied myself that there is nothing in the 
books of Messrs. Osborne and Francis 
which will assist us beyond a matter 
which I am about to state. A state- 
ment of it will clear up what Mr. Gold- 
man was not clear about yesterday. 
When the bonds which had _ been 
bought on the joint account, the Wind- 
sor, Sandwich and Amherstburg Rail- 
way, were taken out of the joint ac- 
count and taken over to the company 
as an investment, they were taken 
over at a figure which demonstrated a 
profit, and half that profit was paid by 
cheque to Osborne & Francis, being 
entitled to that profit on the joint ac- 
count. The other half of course does 
not appear anywhere in the books, but 
the half that was paid by cheque ap- 
pears as part of the price paid for the 
bonds by the insurance company. It 
is fair to say that in the interim sales 
in small quantities after the purchase 
at 90 were at a higher figure; they 
went up as high as 94 and a fraction, 
and they were at that figure. The last 
sale, and within a few days before the 
company took over, was practically at 
913, because they gave away half the 
profits. It was 93. Then it is perhaps 
also fair to say that similar bonds were 
subsequently bought and are still held 
by the company at higher prices, 97 
and 98. I want to recall Mr. Goldman 
in respect of a specific matter. 


LEOPOLD GOLDMAN, re-called by 


MR. SHEPLEY: You had an appli- 


cation in December, 1901, from a gen- 
tleman named Birch for insurance? A. 


—We had. 


Q.—And you have produced, you 
tell me, all the papers in your file bear- 
ing upon the subject you have been 
able to findP A.—Yes. 

Q.—They bear internal evidence of 
there having been other documents, 
but those you have searched for? A.-- 
Yes, and I cannot find them. 

Q.—We will take them in their 
order. The first is a letter from your 
Kingston agency, your agent there be- 
ing Mr. W.'J. Fair?” A:—yYes. 

Q.—And he wrote on the 16th De- 
cember, 1901, to the company as fol- 
lows: ‘‘Mr. Birch has a policy matur- 
ing in the New York Life, and he must 
decide to-morrow which option he 
would select,’’ etc. (Reads letter.) 
(Also reads memo. on the other side of 
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letter, ‘‘The premium will be paid in 
cash. Fair.’”’?) The enclosure men- 
ee there is the application? A.— 
es, 
_Q.—And this is the original applica- 
tion? A.—Yes. | 
Q.—Do you at all recollect the con- 
tents of the telegram to which this 


_ letter refers? A.—Our reply. 


Q.—No, the contents of the tele- 
gram: This letter says, ‘‘I also wired 
you about another matter’? A.—No, 
I could not remember sir, but I have 
had them try to search through the 
old telegraph books to see if it can be 
found, 

Q.—Did you find any trace of any 
reply of yours? A.—No, I have had 
it looked for, but unfortunately those 
old telegraph books it is not to be 
found. 

Q.—Let us see if I understand this 
letter; you understood Mr. Birch was. 
offered a paid-up policy for $4,440 
in the New York Life as consideration 
for a policy in that company which 
was then maturing? A.—That is what 
the letter states, yes. 

Q.—And you understood, I suppose, 
not being unwise about these matters, 
that if a paid-up policy were issued 
in your company by way of substi- 
tution for that it would involve his 
taking the cash out of the New York 
Life? A.—Yes, the cash value in the 
New York Life. JI have looked the 
fact up so that I can tell you frankly 
everything about it. The cash value 
in the New York Life was $2,700. 

Q.—That is Mr. Birch could have 
cot $2,700 in cash from the New York 
Life or a paid-up policy for $4,440? 
A.—Exactly. 

Q.—This seems to be an applica- 
tion for at ordinary life policy, whole 
life withvut profit, for $4,500P A.— 
That is what it. is, and an annual 
premium of $311.20. 


Q.—That would mean, would it not. 
that upon the face of it it was an 
application upon which premiums, if 
accepted, would be required to be 
paid at that rate during the natural 
term of the man’s life? A.—That is 
the contract. 

Q.—That of course would strike you 
at once, would it not, as being, as- 
suming the two companies were equal- 
lv solvent, grossly inferior in point of 
advantage for Mr. Birch to what he 
could get from the New York Life? 
A.—I do not know that I considered 
the matter at all. I was simply 
Secretary of the company at the time 
the transactions came into the office. 
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Q).—If you had thought of it, or 
if you look at it now and think about 
it, that would be so, would it not? 
A.—On that point I have not any 
opinion to give, because if you will 
see my correspondence on the subject 
you will see what I have stated, it 
covers that point. 

Q.—I am coming to that in a mom- 
ent, but I want you first, if you will, 
to give me your opinion about this: 
a paid-up policy for $4,400 in the New 
York Life, assuming the companies to 
be equally solvent, is very much better 
than a whole life policy at this pre- 
mium for $4,500, is it not, putting 
the two side by side? A.—1I should 
prefer it. 

Q.—And so would anghedye A.— 
So far as I am concerned I should 
prefer it. 

Q.—I won’t press you further than 
that; you, having this letter, wrote 
2 reply which you have preserved, or 
have you? A.—I do not think there 
was any reply, the policy was issued. 

Q.—You issued a policy without any 
reply; did you wire the acceptance of 
itP A.—Yes. 

Q.—Did you find that wire? A.— 
No, but we are sure to have done so. 

Q.—You are sure to have wired the 
acceptance of this application? A.— 
Yes. 

Q.—Then apparently a letter was 
written to you by Mr. Fair on the 
17th December, 1901, and that is the 
letter you produce? A.—Yes. 

Q.—‘Thanks for your wire _ just 
received re Birch’’—that was the 
wire accepting, of course? A.—Yes. 

—‘‘My reason for telegraphing 
you yesterday for the amount that 
$2,700 would buy,’’ etc. (Reads down 
to the words “in our Manual was 
$3,833’’)—that would be paid-up in- 
surance? A.—Yes. 

Q.—That is all you could give’ for 


$2,700? A.—Yes,—according to our 
table of rates. 

Q.—(Continues reading letter) 
“There being such a_ difference 
hetween the two’’ (Reads down to 


the words ‘‘reason for asking a ques- 
tion of that kind by wire’’)—do you 
know what that refers to? A.—No. 

Q.—(Continues reading letter) 
“However I will endeavor to 
arrange,’ ete. (Reads down to the 
words ‘‘as I intend to’’)—tell me 
please what meaning you would take 
from that letter’ in respect of the 
transactions between Birch and Fair? 
A._I° would take it: that. Mr: Fair 
was inducing him to hold off asking 
the cash surrender value until he got 
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the thing settled or taking a paid- 
up policy, in other ‘words he was 
using his influence to induce Mr. 
Birch to do nothing until he could 
arrange something. That is what I 
take it from that. 

Q.—And was/- endeavoring’ to 
arrange so that for the single pay- 
ment of the $2,700, which was the 
surrender value of the other policy, 
he could get as much insurance in 
your company as Birch could get in 
the New York Life, as much paid-up 
insurance? A.—Evidently. 

Q.—You replied to that letter on 
the 19th December, and this is a 
copy of it, with which you furnished 
me: ‘‘In reply to your favor of the 
17th instant regarding amount of 
paidup insurance,’’ ete. (Reads the 
whole of the letter); . you yourself 
were doing the corresponding. That 
letter was written of course’ with 
just the knowledge which you have 
frankly told me you had? A.—Yes. 

Q.—The policy was written and 
sent? .A,—Yes. 

Q.—And is there a record here as 
to when it went out? A.—It would 
go on the 17th December, 1901? A. 
—That one was on the day you got 
the letter? A.—That was the day 


we got the application with the 
letter. 
Q.—The first letter? A —-l¥th 


December, 1901. 

Q.—And the policy was what the 
application states? A.—Yes. 

Q.—It requires the ~ payment of 
this premium annually during the 
man’s life, and upon his death would 
have called upon you to pay $4,500 
without profits? A.—That is the 
contract. 

Q.—How soon were you made 
aware that what had happened was 
that Fair had got the whole $2,700 
from Birch, and that Birch’ was 
under the impression he had a paid- 
up policy for $4,500? A.—I- had 
never understood that Mr. _ Birch, 
believed he had a paid-up policy, but 
I had seen Mr. Fair; he corresponded 
with me on the matter this year, and 
he has been to the office and I have 
seen him, and he told me_ certain 
facts. : 

Q.—Was your conversation with 
him before or after the subsequent 
correspondence which you have given 
me? A.—It was -after that corres- 
pondence. 

Q.—The first letter you have given 
me is the letter from yourself to 
Fair, of the 24th March of this year: 
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“Replying to your favor of the 22nd 
instant referring to thig policy,” 
etc. (Reads letter in full.) What 
about the letter of the 22nd instant 
from Fair to your company, of which 
this letter speaks? A.—We_ have 
been looking over the files and they 
have not found it. 

@.—You will perhaps not consider 
your search exhausted? A.—Oh no 
sir. 

Q.—And you will produce that if it 
can be produced? A.—Yes. 

Q.—Can you remember what was 
in it? A.—My only recollection is 
he simply wrote and asked what it 
would cost to convert that into a 
paid-up polley. 

Q.—Did that convey any idea to 
your mind as to the original transac- 
tion, did you commence to suspect at 
all?) A.—I did not give it ‘any 
thought. . 

Q.—You just made a reply that 
$2,413.90 would have to be paid in 
full? A.—Would you allow me _ to 
see that letter? 

Q.—Yes. ¢Hands letter)? A.—I 
do not suppose I saw _ the original 
letter from Mr. Fair. It would go 
to the actuarial department, and 
they would likely dictate that letter 
for me. 

Q.—Dictate it in the actuarial 
department and you would sign it? 
A.—Yes, it would come before me. 

Q.—I see that Fair replies to you 
from New York on the 28th March, 
and the letter is personally addressed 
to you: “‘Dear Mr. Goldman’’—do 
you know he had come to go to 
New York? A.—Yes, he was down 
there for three months to take charge 
of our agency. 

Q.—‘‘Dear Mr. Goldman: Re 
Birch policy number 32918.” ‘‘Sure- 
ly you are not going to ask me to pay 
up some $2,400 in addition to what I 
have already paid? I would sustain 
a loss in the transaction of about 
$1,700”—that at all events would 
wake you up to the situation, would 
it not? A.—You proceed and I will 
tell you whatever you want to know. 

Q.—Did you upon reading the 
letter become alive to the fact that 
it was this gentleman Fair who had 
been paving the premiums? A.—TIt 
so impressed me then. 

Q.—(Continues reading letter) 
“Now. you know it was my zeal and 
anxiety to get the business.’’ etc. 
‘Reads balance of letter). What is 
the reference here to the Commercial 
plan? A.—That is a class of policy 
on a verv cheap rate in which under 
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the contract a man has the ight 
to change at a certain time by pay- 
ing the difference of premium to any 
other plan. 

Q.—That would not be applicable to 
a case like this at all? A.—No sir, 
you will see my reply there. 

Q.—Your reply is of the 30th 
March, 1906: ‘‘Dear Mr.  Fair’’— 
this I suppose you wrote yourself? 
A.—That I dictated myself. 

O2=sV oun, slaver 7 OL; Fthe 4 128th 
received,’ (Reads whole of letter)— 
that is theend ofthe correspondence? 
AsV 68; 

Q.—You have no letters directly 
from Mr. Birch? A.—No, never had 
a word from him. 

Q.—The premiums have always 
been regularly paid? A.—Yes. 

Q.—Remitted to you by Mr. Fair? 
A.—Remitted in his report. 

Q.—And he has. continued. in 
charge there so that the premiums 
had come through him? A.—Exactly, 
come through that agency. 

Q.—How long afterwards was it 
you saw Mr. Fair? A.—I could not 
say exactly, but it was shortly after- 
wards, on his return from New York 
he came to the office and I asked him 
the particulars about it. 

Q.—Just give us the conversation. 
tell us what he told you? A.—He told 
me that he had received from Mr. 
Birch the $2,700. that he had entered 
into. an undertaking with Mr. Birch 
in conjunction with some others by 
wav of a bond agreeng to maintain 
that policy in force for Mr. Birch. 
That is about the sum and substance 
of what he told me. 

Q.—What was this about a-bond? 
A.—That he in conjunction with some 
others had given Mr. Birch a bond 
binding themselves to pay the prem- 
iums on the policies. 

Q.—Did he tell you who the others 
were? A.—He mentioned one, I think 
a brother of his, and then there was 
some one else. 

Q.—Did he say when the bond was 
given with reference to the original 
insurance? A.—No, he did not, but 
T should think it would be at the time 
he received the money. 

Q.—He did not say so? A.—No, I 
would assume that. 

Q.—Did he speak to you of Birch 
having received the ordinary notices 
to pay and having come to see him 
about them? A.—He mentioned that 
as the result of this correspondence of 
Mr. Birch having come to see him and 
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demanding a paid-up policy in our 
company. 

Q.—That is after Mr. Birch had been 
written to for premiums or a premium ? 
A.—I do not know that. 

Q.—At all events Mr. Birch had 
come to him, Mr. Birch being then in 

possession of the policy, had come to 

‘him and demanded a paid-up policy ? 
A.—Mr. Birch had been in possession 
of the policy for some years with the 
annual payments; he came to Mr. 
Fair, as I understood, this year, and 
demanded a paid-up policy. 

Q.—Instead of the one he had? A. 
— Yes, , 

Q:—Did you gather he demanded 
that on the ground that that was al- 
ways what he was supposed to have 
had? A.—No. 

Q.—Did you gather it was at the 
time the bond was given? A.—WNo. 

Q.—What did you say to this? A. 
—I told Mr. Fair they should arrange 
to have Mr. Birch apply for the paid- 
up policy, and that he should put up 
the amount of money, pay over to us 
the amount of the money called for it, 


so that Mr. Birch could have the paid- 


up policy. 

Q.—Why did you advise him to do 
that? A.—I thought that was good 
advice. 

Q.—I think so too; was it because 
Birch had always, as between him and 
Fair, been entitled to a paid-up policy 
for that $2,700? A.—I did not give 
that point consideration. 

Q.—You did not advise him without 
reflection, I suppose? A.—I would con- 
sider as between Fair and Mr. Birch 
they had entered into a mutual ar- 
rangement that it should be closed up. 

Q.—You were telling us a moment 
ago that Birch had a bond with surety 
for the maintenance of this policy? 
A.—I have reference to Mr. Birch hay- 
ing a paid-up policy. 

Q.—What I want to get at is this, 
did you or did you not conclude from 
what Fair said to you from his manner 
and from his whole conversation, that 
Birch had always been led to suppose 
he had a paid-up policy? A.—I should 
conclude as between Birch and Fair 
that Mr. Birch would assume that his 
policy was virtually a paid-up one. 

Q.—I will accept that answer? A. 
—That is as between Fair and Birch 
not as between the company. 

Q.—I suppose during all this trans- 
action Fair was the agent of your com- 
pany? A.—Yes. 

Q.—Did you call upon him to hand 
over the spoils to you? A.—What 
spoils? 
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Q.—The $2,700? A.—Certainly not. 
we did not know he had it. 

Q.—Did you call upon him to refund 
to Birch—you knew then he had it? A. 
—Lately ? 

Q.—Yes? A.—yYes; I have told him 
to have the policy paid up. 

Q.—That is at his own cost? A.— 
Yes, as my letter indicates what we 
will do. 

Q.—Is Fair still your agent? . A.— 
Yes. 

Q.—Has he turned it into a paid- 
up policy? A.—Not yet. 

Q.—You are not in communication 
with Birch at all? A.—Never had a 
communication with Mr. Birch at all. 
between Mr. Birch and the company. 

Q.—And I do not want to press you 
for an ethical expression of opinion. 
but is that the sort of conduct in an 
agent of yours which you approve of? 
A.—It places me in rather an embar- 
rassing position to reply to that; | 
may have views on the conduct of the 
business and some one may differ, but 
if Mr. Birch, who I understand is a 
wholesale merchant, a gentleman of 
mature years, chooses to enter into an. 
arrangement with Mr. Fair or any 
other agent and we have no knowledge 
of it, I hardly think I can express an 
opinion upon that point. 

Q.—Let us put it in the abstract; do 
you expect agents of yours, is that 
conduct which you would expect of 
them, that they shall collect a gross 
sum of money from persons they can- 
vass, undertaking privately to see that 
for that they get paid-up insurance. 
and then intervene with an applica- 
tion for a different kind of insurance 
with you, paying the premiams out of 
the money so obtained? A.—You want 
to know whether I, as Manager of a 
company, approve of that~ kind of 
thing? 

Q.—Yes? <A.—I do not approve of 
it. » 

Q.—Fair is still in your employ- 
ment? A.—Yes, he is still in our em- 
ployment. 

Q.—Then if you will let me have 
copies where there are originals of this 
correspondence I shall be obliged tc 
vou, and I will give you what you have 
siven to me for that purpose, and 
when it is completed it will be filed as 
exhibit 154. (Mr. Shepley hands ap- 
plication and correspondence to Mr. 
Goldman.) 

MR. SHEPLEY: I may say, subject 
to some exigencies arising in the fu- 
ture, I close here the examination into 
the affairs of the North American Life. 
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MR. HELLMUTH: I should like 
Mr. Kilgour to furnish the policy 
forms. | 

JUDGE MACTAVISH: Yes. 

MR. SHEPLEY: That is- part of 
the examination that has already taken 
place. 

JUDGE MACTAVISH: He _ has 
promised to furnish a statement, which 
will be forthcoming. 


NATIONAL LIFE ASSURANCE 
COMPANY. 


MR. SHEPLEY: I propose now to 
take up the examination into the af- 
fairs of the National Life Assurance 
Company. 

Mr. A. H. Marsh, K.C., appeared 
for the National Life Assurance Com- 
pany. . 

ALBERT J. RALSTON, sworn, ex- 
amined by 

MR. SHEPLEY: Q.—You are and 
‘have been since the beginning with the 
National Life Assurance Company? 
AY No, sir: 

Q.—How long have you been there? 
A.—Since first April last, a year ago. 

Q.—In what capacity have you been 
there? A.—As Managing Director of 
the company. 

Q.—You have, I suppose, familiarized 
yourself with the history of the com- 
pany and with its affairs? A.—Just 
in a general way, yes. 

Q.—When was the company incor- 
porated? A.—1899. 

JUDGE MacTAVISH: Incorporated 
in 1897; commenced business in 1899. 

MR. SHEPLEY: The Act of Incor- 
poration is the Act of 1897, Chapter 78 
of the Dominion. Mr. Henry S. How- 
land, Mr. Elias Rogers, and _ certain 
other gentlemen named, together with 
such persons as become members of and 
shareholders of the company, are con- 
stituted a body corporate under the 
name of the National Life Assurance 
Company of Canada, and that is the 
company we are speaking about? A.— 
Yes. 

Q.—Your authorized capital stock is 
a million dollars? A.—Yes. 

Q.—Divided into one hundred dollar 
shares? A.—Yes. 

Q.—The persons named in the Act 
are the provisional directors? A.— 
Yes. 

Q.—Then there is a provision requir- 
ing $250,000 of the stock to be sub- 
scribed, and ten per cent. of that to 
be paid into some chartered bank, that 
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would be $25,000 altogether to be paid 
into a bank. Then a meeting for or- 
ganization may be called. Then there 
ls a provision that every director shall 
hold in his own name for his own use 
25 shares at least. Provision for calls, 
and the directors to be not less than 
seven, nor more than 25. Then a pro- 
vision for an annual meeting. Then 
you have a provision for investment. 
Speaking generally, how does the pro- 
vision made in your statute for invest- 
ment agree with the provision in the 
general Act? A.—I am not familiar 
with it. 

Q.—This is the provision as to dis- 
tribution of profits, ‘‘The directors 
may from time to time set apart such 
portion of the net profits as they deem 
safe and proper,’’ etc. (Reads down 
to the words ‘‘once in five years’’)— 
have you considered that clause at all? 
A.—No, sir. 

Q.—You have not made any examin- 
ation of that clause? A.—No. 

Q.—And you have never discussed 
the meaning of the latter portion of 
the clause which provides, ‘‘That the 
portion of the profits to remain: undi- 
vided,’’ etc. (Reads down to the word 
*‘declared’’). A.—We left that to the 
consulting actuary. 

Q.—Who is your consulting actuary ? 
A.—Mr. Stanton of New York. 

Q.—You are not able to say upon 
what basis the distribution of profits 
have been computed? A.—We have 
not paid any profits yet. 

Q.—Have you made any allocation 
of profits at all? A.—No, sir, none are 
due yet. 

Q.—Participating policyholders seem 
to have the right to vote in person at 
meetings of the company? A.—TI was 
not aware of that. 

Q.—‘‘And if the company so deter- 
mine then all persons who are actual 
holders,’’ etc. (Reads down to the 
words ‘‘each $1,000 of his policy’’; has 
the company ever entered into any 
such agreement with the holders of 
participating policies as that? A.— 
Not to my knowledge. 

Q.—Among the answers given is one 
that the policyholders had never been 
given any voice in the control of the 
company ? A.—Never, not to my know- 
ledge. . 

Q.—There is a non-forfeiture clause 
in section 16 of the Act: ‘‘Whenever 
any holder of a policy other than a 
term,’’ etc. (Reads to the words 
‘premium thereon.’’) You have pro- 
duced for us a statement of the share- 
holders composition of your company; 
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in the first place, how much stock has 
been subscribed for? A.—One million. 

Q.—Is it all subscribed for? . A.— 
Yes, sir. 

Q.—How much has been paid on ac- 
count of it? A.—Twenty per cent. 

Q.—The whole million is subscribed, 
and 20 per cent., or $200,000, has been 
paid in? A.—Yes. 

Q.—And that is the capital with 
which you have been doing business? 
A.—Yes, 

Q.—Are you able to say without re- 
ference to the books, when the com- 
pany was organized and commenced to 
do business? A.—Not off-hand, about 
Six years ago. 

Q.—That would be in 19002 A.—I 
think so. 

Q.—Looking over your list of share- 
holders, there does not seem to be any 
preponderating holding of shares? A. 
—No, sir. 

Q.—There are some large sharehold- 
ers; Mr. Rogers seems to be the larg- 
est: | Au es, 

Q.—$162.000 is his holding of shares, 
upon which the 20 per cent. has been 
paid up, or $32,400. TI see yourself 
hold $100,000 in trust? A.—Yes. 

Q.—For whom is that held? A.— 
For myself. 

Q.—Why in trust? A.—The money 
was secured by way of a loan. IT had 
$150,000 of the stock, $100,000 of it T 
am holding in trust for a gentleman 
residing out of the country. 

Q.—Who has advanced the money to 
take the stock up? A.—Yes. ; 

Q.—You have $51,700 of stock? A. 
—Paid for of my own. 

Q.—You say the money in respect of 
which you were able; or by means of 
which you were able to purchase this 
large holding, was advanced by some- 
body outside the country? A.—So far 
as the $100,000 is concerned: the other 
I paid for it myself. 

Q.—I want to be sure if the fact be 
so, that it was not the company that 
advanced you the money? A.—No. 

Q.—Or it was not advanced on be- 
half of the company? A.—No. 

Q.—The company had nothing to do 
with it? A.—The company only re- 
ceived it, that is all. 

Q.—I see Dr. Macdonald is a share- 
holder to a considerable amount? A. 
—Yes. 

Q.—Is he connected with the com- 
pany? A.—He is the medical director. 

Q.—Mr. Sparling has a substantial 
amount also? A.—He is the Secre- 
tary. 

Q.—Who is Mr. Stone who holds a 
considerable quantity of stock? A.— 
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He is the President of the Toronto 
General Lithographing Company. 

Q.—You have also furnished us with 
a statement showing the movements in 
the stock? . A:—Yes: sit. 

Q.—Comparatively it has been a 
stock which has not moved about 
much? A.—Very little. 

Q.—On Mr. Howland’s death there 
was some alteration in his holdings? 
A,—Yes. 


Q.—That seems to be the principal 


alteration in the holding of stock dur- 


ine the whole history of the company ? 
A.—Three or more transfers as far as 
I know. 


Q.—Was your stock issued all at 
one time or has there been more than 
one issue? A.—Two issues. 

(.—When was the second issue 
made? A.—November last year. 

Q.—And that you say was all taken 
up?,..A.—yYes. \ 

(.—-And twenty per cent. called and 
paid? A.—Yes sir. 

Q.—Then in respect of both these 
issues of stock was there any premium? 
‘AGT est 

Q.—What was it? A.—Twenty per 
eent. of the amount called, or five per 
cent. of the par value. 

Q.—That is there was called up up- 
on the stock in both issues twenty per 
cent. of the par plus a premium of 
five? A.—Yes. 

(Q.—And has that all been paid? A. 
7) OS: 

Q.—Have the shareholders in your 
company been paid any dividends? A. 
—No. 

Q.—They have not received any divi- 
dends? A.—Not yet. 

Q.—Then we have to consider in the 
case of your company what we have 
not had yet, the career of a new com- 
pany during the early years? A.—Yes 
sir. 

Q.—Your annual meetings have been 
recularly held? A.—Yes sir. 

Q.—And at each annual meeting you 
have presented a statement of affairs ? 
Ai ee! 

Q.—Those have been preserved and 
vou furnished us with copies of them? 
A.——¥ 6s. 

Q.—This IT think would be the first 
annual statement. the statement for 
the period ending December 30th, 
1899? A.—Yes. 

Q.—The first item is receipts $127,- 
102.82? A.—Yes. ; ; 

Q.—And the second item is dis- 
bursements $26.960.33; and the bal- 
ance, $100.141.99 is denominated net 
ledger assets? A.—Yes. 
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Q.—What were those receipts? A. 
—They are referred to here. 

Q.—Those are the assets, where did 
the money come from? A.—The share- 
holders; IT am not familiar with this 
myself; I have never even looked into 
that. 

Q.—But the company has always fol- 
lowed that method and I assume you 
are familiar with the method? A.— 
Yes. 

Q.—Speaking generally you can tell 
me what those receipts would be? A. 
—I faney this would be premium on 
stock and the premium income. 


Q.—It would not include anything 
paid on account of the stock itself, 
the twenty per cent.? A.—I could not 
answer for that, it strikes me it would 
be on account of the shares. 


Q.—That would be premium income 
and the twenty per cent. and premium 
received on account of shares? A.— 
I think that statement will show the 
company were only in business about 
three months; I never saw it until this 
morning. > 

Q.—‘‘For that period of the year 
1899 during which we have been doing 
business’’ (Reads from statement, down 
to the words ‘‘extend over a period of 
four and a half months.’’?) A.—That 
is right. 

Q.—Then your ledger assets enter 
into the difference between disburse- 
ments and receipts, are set out as fol- 
lows: Dominion of Canada _ bonds, 
$50,686.77 ; loans on bonds and deben- 
tures $35,000; cash in Bank and on 
hand, $11,504.43; agents and _ other 
ledger balances secured $1,227.89; of- 
fice furniture and equipment $1,722.- 
75; totalling the balance struck be- 
tween receipts and _ disbursements, 
$100,141.99. There are two other 
items of assets added to that, outstand- 
ing and deferred premiums, less cost 
of collection; describe what that item 
means in insurance companies’ bal- 


ance sheets? A.—Those would be the 


premiums that are in course of col- 
lection. 

Q.—Earned premium? A.-—Yes, for 
insurance premium. 

Q.—The other item is interest ac- 
ecrued, that would be intesest accrued 
upon your securities? A.—Yes. 

Q.—Your liabilities are the assur- 
ance reserve fund, that is calculated 
on the basis of three and a half per 
cent.? A.—Yes. 

Q.—$15.582.96; death claim which 
was paid the second day of the following 
year $2,000, and amount due on ac- 
count of medical fees, and rent, $643.- 
51; or a total of $18,227.47; that leaves 
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what you call a surplus of $86,707.88 ? 
A.—Yes. 

Q.—And you count also as surplus 
the uncalled capital stock $364,815, 
and you call the total surplus security 
for policy-holders $451,592.88, to which 
you add the assurance reserve fund— 
in what form was that? A.—That is 
this here. . 

Q.—Ought that to enter in it twice ? 
A.—I would not think so. 

Q.—That however, may be got at in 
this way, you have put it in under the 
liabilities in the first place, and— ? 
A.—And take credit for it as an asset, 
because it is on hand for the policy- 
holders. 

Q.—It appears to be taken into con- 
sideration twice, because this is sur- 
plus for policyholders, $86,000, in 
which it already enters; I think that 
is probably an error? A.—TI should 
eall it an error, [ am not responsible 
for that. 

Q.—You seem to have issued insur- 


ance in 1899 to the extent of $639.- 


500, of which $604,000 was in force on 
the last day of the year. Ay BS, 
That is four and a half months. 
Q.—There are- some provisions in 
the report of the Board to the share- 
holders that perhaps it would be in- 
teresting to look at: ‘‘We must all, I 
am sure, be,satisfied with the manner 
in which the funds of the company 
have been invested,’ etc. (Reads to 
words ‘‘safer investments than these.’’) 
There is a statement here as to the 
management of that day; how long did 
Mr. Matson whose name is mentioned 
here, continue to be managing direc- 
tor ? A.—Until I succeeded him in 


‘April a year ago. 


Q.—He has not any connection with 
the company now? A.—No. 

Q.—‘‘The secretary of the company, 
Mr. Sparling, has had over twenty 
years life insurance record’’—is Mr. 
Sparling still there? A.—Yes, secre- 
tary. 

Q.—Then you have given us your 
financial statement for the year 1900; 
that bring down the balance of net 
ledger assets from the preceding year ? 
A.—Yes. 

Q.—And there there is more distinc- 
tion made in the nature of the re- 
ceipts, premiums $47,956.57, interest 
$4,524.01; that would be interest on 
investments? A,—Yes. 

Q.—<And on account of capital stock 
$5,849.70, or a total or receipts $58,- 
330.28, which added to the balance of 
the net ledger assets for the preceding 
vears. makes .a total of $156,749.52 
Ac Yes, 
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Q.—I see your balance of net ledger 
assets was improved that year? A.— 
Yes. 

Q.—After all the disbursements 
which are set out you have balance of 
net ledger assets to carry over to next 
year, $102,689.50? A.—Yes. 

Q.—Your assets and liabalities are 
set out? A.—Yes. 

Q.—And your re-insurance reserve 
had risen to $50,432.44, and you show 
a surplus of $67,025.34. To that you 
add your subscribed capital stock 
which is uncalled? A.—$382,800. 

Q.—And also what is due on called 
stock, $3,265.30? A.—yYes. 


Q.—The same mistake does not seem 
to be repeated here as appeared in the 
preceding statement? A.—No. 

Q.—I see your office furniture is tak- 
en in as net ledger asests with ten per 
cent. written off? A.—We followed 
the practice of writing ten per cent. 
off that. 

Q.—Writing ten per cent. off that 
class of asset? A.—Yes. ; 

Q.—Your statement for 1901 shows a 
slight improvement again in net. led- 
ger assets, does it? A.—Yes, it is now 
$154,000. 

Q.—You have improved your position 
in that respect? A.—$50,000. 

Q.—You can tell me of course with 
respect to your capital stock during 
the early years of an insurance com- 
pany’s career, what do you have to-do 
with your capital stock? A.—Impair- 
ment. 

Q.—You have to impair it in the 
securing of business? A.—Yes, that is 
the object of having a capital account. 

Q.—Will the statement you have 
given us show whether that impair- 
ment is being recovered now? <A.— 
Yes. 

Q.—Have you turned the corner? 
A.—Yes sir. 

Q.—I will refer now to that; this 
is @ summary? A.—Yes. 

Q.—Beginning with 1899 and end- 
ing with 1905? A.—Yes. 

Q.—Your surplus at the end of 
1899 was $86,797.88? A.—yYes. © 

Q.—Then at the end of 1900 it was 
$67,025.84? A.—Yes. 

Q.—What was the reason of the 
falling off there? A.—The organiz- 
ation of the company I fancy. 

Q.—And the putting out of »your 
resources? A.—To get business. 

Q.—Then in 1901 it is still further 
down, $46,343? A.—Yes. 


Q.—The same ‘cause’ operating 
there? A.—No doubt. 
Q.—1902, $31,022.01? A.—Same 


cause. 
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Q.—1903, $24,914.59, that was four 
and a half years? A.—Yes. 

Q.—At the end of the next year 
you commence to show an impwrove- 
ment again, a restoration of your 
capital account? A.—1904. 

Q.—At the end of 1904 that surplus 
has risen to $34,971.75, and that at 
the end of 1905 you had made a still 
better showing, and your surplus 
had risen to $170,508.75? A.—That 
is correct. 

Q.—That seems to be a very satis- 
factory restoration during the year 
1905, what do you say of that as a 
man familiar with insurance com- 
panies? A.—I think it is a very 
good showing. 

Q.—Your annual statements exhibit 
your affairs so far as you are aware 
as they really existed? A.—yYes, sir. 
they are all certified by the auditors 
there. 

Q.—Surplus at the end of 1904 in 
the statement from which I have 
been reading, and the summary of 
surpluses, is incorrect, explain that? 
A.—$13,258.75; that happened this 
way; the previous manager had writ- 
ten up the head office building, the 
value of it; the superintendent of 
insurance had an independent valua- 
tion made andthey reducedthe value 
on the books of the company. When I 
took charge the surplus showed it 
$34,977. It went along towards the 
end of the year when the blue book 
would be published, and we were not 
fully advised of this change until the 
blue book came out. The valuation 
of the building this year was fixed 
by arbitration; the company selected 
one arbitrator and the government a 
second, and the two selected a third, 
and the value was fixed. 


Q.—The value as that enters into 
your surplus for 1905 has been fixed 
as between the company and the 
government by arbitration? <A.— 
Yes. ? 

Annual statements and summary 
attached filed as one exhibit, 155. 

Q.—What is your method of admin- 
istering the business of the company ? 
You have a Board of Directors in. the 
first place? A.—Yes. 


Q.—And how many members are 
there upon the Board as it is at pre- 
sent constituted? A.—Twenty. 

Q.—How long have there been 20 
upon the Board? A.—For several 
years. 

Q.—At all events that is the num- 
ber and it has been the number since 
vou took office there? A.—Yes. 
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Q.—What other bodies have you ad- 
ministering the affairs of the com- 
pany? A.—An Executive Committee, 
and a sub-committee on investments. | 

Q.—An Executive Committee and a 
sub-committee on,’ investments? A.— 
That is all. 

Q.—Had you another committee be- 
fore, or other committees before? A. 
—Yes, an agency committee. 

Q.—And apparently you had an in- 
surance committee at one time? A.— 
Yes. We abolished those and placed 
all the responsibility and work upon 
the Executive Committee. 

Q.—We will just see what the direc- 
torate and the membership of the com- 
mittee are during the current year. 
Your Board consists of Mr. Rogers? 
A.—President. 

Q.—Mr. Foy? A.—Vice-President. 

Q.—Mr. Stone? A.—Vice-President. 

Q.—Mr. Irving, Mr. Howland, Mr. 
-Spink, Mr. Beardmore, Mr. Shenstone, 
Dr. Macdonald, Mr. Cockshutt, Mr. 
Ralston, Mr. Sparling, Dr. Milne, Mr. 
Doolittle, Mr. Greenshields, Mr. la- 
port, Dr. Hetherington, Mr. Hart, 
and Mr. Hobbs. The Executive Com- 
mittee consists of the President, the 
two Vice-Presidents, yourself, the 
Managing director, Mr. Sparling, Sec- 
retary, the medical director, and Mr. 
Cockshutt, Mr. Howland and. Mr. 
Beardmore. That is the present. com- 
‘position of these executive bodies? A. 
—Yes. Since that we have had a 
sub-committee on investments. 

Q.—Does that appear in the answers 
you have given us? A.—No. 

Q.—What is your sub-committee on 
investments Is that a sub-committee 
of the Executive A.—Yes. 

Q.—And who are on that? A.—The 
President, Mr. Cockshutt, myself and 
Mr. Stone. 

Q.—Mr. Stone is one of the Vice- 
Presidents? A.—yYes. 

Q.—Fhat is four of you? A.—Yes. 
_Q.—Let us see about the way in 
which those bodies work: how often 
does your Board meet? A.—The 
Board once a year. 

Q.—The Board only meets once a 
year? A.—Yes. 

Q.—The Board meets either before 
or after the annual meeting? A.— 
Yes. 

Q.—After, I suppose it is? A.—Be- 
fore and after. 

Q.—How often does your Executive 
meet? A.—Every two weeks. 

Q.—And you do not report to the 
Board more than once a year? A.— 
Once a year. 

Q.—And do you then report? A.— 
Yes. 
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Q.—You report all your proceedings 
i ie poum at the end of the year? 
.—Everything is approved by th 
full Board. 7 he M i 

Q.—Then how often does your sub- 
committee on investments meet? A. 
—Whenever we are considering invest- 
ments: there is no particular time 
for that. . 

Q.—Does the sub-committee on in- 
vestments report before acting? A.— 
To the Executive. 

_ Q.—And before it acts in the mak- 
ing of an investment? A.—That is 
the understanding. 

Q.—And is that what it does? A. 
—Well, we have not had any experi- 
ence. 

Q.—You are too young a committee 
be have had any experience? A.— 
"es, 

Q.—That is what is intended to be 
done? A.—Yes. 

Q.—That a sub-committee will take 
up the question of any proposed in- 
vestment, and will consider it and re- 
port upon it to the Executive Com- 
mittee at a fortnightly meeting? A. 
—Yes, or earlier if it is necessary. 

Q.—Have you your by-laws in some 
compact form? A.—yYou have copies 
that were forwarded to the Commis- 
slon—a typewritten copy I think was 
sent. 

Q.—These are the Minutes? A.— 
Yes: they were sent separately. 

Q.—I will pass on to something else 
now, and will not delay at present. 
Are you yourself an actuary? <A.— 
No. 

@.—You are not, an actuary? A. 
—No. 

Q.—Now, I take up next with you 
the form of policy. What sort of in- 
surance do you write? What different 
sorts of insurance do you write? A. 
—Investment insurance, non-partici- 
pating policies and term policies. 

Q.—When you use the word ‘‘in- 
vestment insurance’? what do you 
mean by that? A.—Limited payment 
life with profits, endowments with 
profits, or ordinary lfe with profits 
any profit bearing policy, ten, fif- 
teen or twenty year payment life. 

Q.—Ten, fifteen or twenty year en- 
dowment and whole life? A.—Yes. 

Q.—AIll with profits? A.—Yes. 

Q.—Are those all the kinds of par- 
ticipating policies you issue? <A.— 
Yes. 

Q.—Do you deal in gold bonds? 
A.—We quote the rates, but we have 
not written any business. 

Q.—Then non-participating policies 
1 suppose are divided in the same 
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way, whole life, ten, fifteen and 
twenty payment life, and ten, fifteen 
and twenty year endowments? A.— 
Yes. 

Q.—Just describe what you mean 
by term insurance? A.—Well, five- 
year term, or ten-year term, that 
would be a policy running out at the 
end of the particular term period. 


Q.—That is if the man survives that 
period the policy is at an end? A.— 
Yes. 

Q.—It is an interim protection? A. 
—Yes, and we write those same policies 
renewable term; then at the end of 
the five, ten, or fifteen or twenty-year 
payment they may be renewed. 

Q.—Renewed on a readjusted prem- 
ium? <A.—Yes. 

Q.—Renewed as term insurance? 
A.—Yes, or changed to any other pol- 
icy. 

Q.—What is the object of term in- 
surance? Because I gather from your 
figures, which we will come to in a 
moment, that term insurance forms a 
very considerable feature of your busi- 
ness at present? A.—That is on ac- 
count of the small reserve. Our con- 
sulting actuary in his report a year 
ago advised us to write at least $1,- 
000,000 of term insurance annually, 
and we are trying to do it and we have 
succeeded. 

JUDGE MacTAVISH: Q.—You 
have succeeded? <A.—Yes, almost $1,- 
000,000: between $800,000 and $900,- 
000 last year, and this year the same 
proportion. 

MR. SHEPLEY: Q.—You are, of 
course, sufficiently familiar with the 
subject to state in general terms the 
differences in reserve between term 
insurance and the ordinary insur- 
ance? A.—Well, take a twenty pay- 
ment life policy, age thirty, the reserve 
we would put up in round figures 
would be $19, and at the same age the 
reserve on term policy would be about 
$4. J may be incorrect there: I am 
not an actuary at all. 


_ Q.—There is a very substantial dif- 
ference in the reserve? A.—Yes. 


Q.—Has the age of your company, 
the length of time it has lived and 
been in operation, anything to do with 
the question of term insurance? A.— 
Oh, no 

Q.—It has not anything to do with 
it? A.—WNo.. 

Q.—Your idea is, if I understand 
you correctly, that in the earlier years 
of an insurance it assists in making 
the insurance self-supporting to have a 
low reserve? A.—Yes, exactly, and it 
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helps to prevent the impairment of 
capital. 

Q.—You said something which I did 
not catch, to one of the Commission, 
with regard to what you had accom- 
plished by means of that? A.—We 
have written almost a million dollars 
of new business on the term policies, 
as our actuary advised us to do, be- 
tween $800,000 and $900,000. 

Q.—And what result has that had? 
Is that to a substantial extent respon- 
sible for the improvement in the posi- 
tion which your statement shows? A. 
—It helped. Economy has been an- 
other. We have reduced the rates of 
commission that we formerly paid by 
considerable, perhaps 20 per cent. ay- 
erage. 

Q.—You have been reducing the 
rates of commission? A.—To agents. 

Q.—And you have been avoiding the 
putting up of large reserves, which 
also makes towards keeping the capital 
intact? A.—Yes. 

Q.—Then we strayed away a little 
from what I was immediately asking 
you. We will come to the volume af- 
terwards. These policies are alike, I 
think. What is this policy? A.—Life 
policy. 

Q.—Life policy, instalment plan: 
that means that it is an insurance for 
how long? A.—For life. 

Q.—Premiums payable during the 
whole term of life? A.—Yes. 

Q.—And then the policy moneys 
themselves upon death, payable in in- 
stalments? A.—Yes. And then there 
is an option. 

Q.—It is for the options that I want 
to refer to it? A.—Here are the op- 
tions. 

Q.—In respect of these privileges 
and provisoes, are they in force in re- 
spect of all your insurance other than 
term insurance? A.—Yes. 

Q.—Of course your guaranteed Ton- 
tine options would apply to everything 
except the whole life? A.—To the 
whole life as well. 

Q.—Then I take it that with the ex- 
ception of the different kinds of in- 
surance that you have described other 
than term insurance, the privileges of 
your policyholders are alike in all? A. 
—Identically, except for the non-for- 
feiture, that is not in the term policy. 

Q.—And the automatic non-forfeit- 
ure is the only one which is not in the 
term policy? A.—Yes. 

Q.—You make a policy undisputable 
after two years from the date of issue, 
except in the case of actual fraud. 
Then you make the options, privileges, 
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conditions and provisoes on the other 
side of the policy and on the succeed- 
ing pages, a part of the policy, as fully 
as 1f they were herein stated over the 
seal and signatures affixed? A.—Yes. 


Q.—Your guaranteed Tontine op- 
tions are as follows: ‘‘On all poli- 
cies on the Tontine plan, profits will 
be computed by the company accord- 
ing to its rules and regulations from 
time to time, which profits shall be 
shared, not only by those policies in 
force at the maturity of their divi- 
dend period, etc., and provided that 
the assured shall be then  alive.’’ 
How many different ‘dividend per- 
iods have you? A.—Ten, fifteen and 
twenty years. 

Q.—Then, if the policy be in force 
and the assured alive at the comple- 
tion of the dividend period, the legal 
holder of the policy shall have the 
option of continuing or discontinu- 
ing it, under any one of the follow- 
ing six benefits if the policy be con- 
tinued: first, receive the profits in 
eashP A.—Yes. 

Q.—Second, receive the profits 
converted into paid up insurance, 
subject to evidence of good health 
satisfactory to the company. ‘Third, 
receive the profits converted | into 
an annual income for life, which may 
be used to reduce future premiums.’’ 
What would be the premium on the 
continuation of the policy if that 
plan were adopted—any one of those 
three plans—the same as the prem- 
ium that is now being paid? «A.— 
It would all depend on the actuarial 
calculation. 


Ge=What lméan to. ask is this: 1s 
there a readjustment of the premium, 
or is he permitted to continue his 
policy upon the premium originally 
fixed? A.—Oh, yes: that is optional. 

Q.—How do you mean it is option- 
al? A.—He can continue it at the 
premium originally agreed upon and 
receive the profits allotted to the 
policy: the premium would _ never 
increase. 

Q.—That is, if that were a policy 
for $1,000, at the end of the Ton- 
tine period your policyholder would 
be entitled to go on paying the rest 
of his life? A.—Exactly. 

Q.—And at the same time to get 
the profits. A.—Apportioned. 

Q.—KEither in cash or in paid up 
insurance, or in the shape of an 
annual income for life? A.—Yes. 

Q.—The policy itself, after the 
exercise of this option, would be non- 
participating. I assume? A.—No, it 
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would continue. If you read on you 
will see. 

Q.—No, it goes on to say ‘‘If it is 
discontinued.’’ Supposing the Ton- 
tine period arrives, and I go to you 
and say ‘I will have my profits in 
cash, and I will go on paying the 
premiums for the rest of my life,’’ 
would I share in profits again? A. 
—Yes, each five years afterwards. 

Q.—And would the same options be 
given me at the end of each five 
years? A.—Yes. 

Q.—And then if the policy be dis- 
continued the insured is entitled to 
receive in cash the entire cash value 
—that is the full reserve—then do 
you fill in the amount on that? A.— 
Yes. 

Q.-_You guarantee a reserve? A. 
—Based on 3} per cent. tables. 


Q.—And in addition thereto the 
profits apportioned to this policy: 
five, receive the said entire cash 
value converted into non participat- 
ing paid-up life insurance, subject to 
evidence of good health satisfactory 
to the company only if the paid up 
insurance shall exceed the original 
sum assured.’’ Does that mean that 
he does not have to be examined unless 
the paid up insurance exceeds’ the 
original sum? A.—That is right. 

Q.—Then the sixth is: he is enti- 
tled to receive the entire cash value 
converted into an annual income for 
lifeP  A.—Yes. 

Q.—‘‘If any one of the first three 
benefits is chosen, and this policy is 
continued,’ etc. (Reads clause.) 
That may again be five, ten or fif- 
teen years? A.—-Yes, at the option 
of the insured. 

Q.—‘‘If the insured fails to notify 
the company,’ etc., ‘‘which benefit 
has been selected, the company may 
convert the profits into number three 
as above: that is into an income for 
liferartaAt=-Y es: 

Q.—There are no restrictions as 
regards residence, travelling, or occu- 
pation? A.—No. 

Q.—Then the usual calendar month 
oracer. Az Yes, 

Q.—And a provision for reviving the 
policy within twelve months after it 
has become void? A.—Yes. 

Q.—Then surrender and paid up 
values: ‘‘After three or more complete 
annual premiums have been paid here- 
mnder.’? ete. (Reads). It provides 
that the company shall grant either a 
cash surrender valne, or non-nartici- 
pating paid up _ insurance for the 
amount applicable and specified below. 
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Then you have a table here which op- 
erates as a guarantee what these cash 
surrender values are to be? A.—Yes. 

Q.—Then there is a provision as to 
loan values: that also is based upon 
three or more annual premiums having 
been paid, there having been no de- 
fault? A.—Yes. 

Q.—You have in your table here at 
the end of the third and every subse- 
quent year either a guaranteed paid 
up insurance, guaranteed cash surren- 
der value, or guaranteed loan value? 
A.—Yes. 

Q.—Then come the automatic non- 
forfeiture: ‘‘At the time of the non- 
payment of any premium on this policy 
after it has been three years in force, 
if the cash surrender value specified in 
provision number 4 above, after de- 
ducting any indebtedness to the com- 
pany and the interest accrued thereon, 
shall exceed the amount of such prem- 
ium, the policy shall not lapse’? A. 
—Yes, that is right. 

Q.—“‘The amount of such premium 
shall be advanced as a loan by the 
company without any action by the as- 
sured, and shall be a first lien upon 
the policy in favor of the company,’’ 
etc. That is, you have a first lien on 
the policy for the amount that you 
put out of the cash surrender value to 
pay the premium? A.—TIf the policy- 
holder fails to pay his premium, as- 
suming there is any surrender value, 
we would use it to keep the insurance 
in force. 

(.—Is the cash surrender value at 
any time after the third year enough 
to pay a premium? A.—QOh, yes, 
more than enough. 

Q.—And at the end of say the 
twelfth or thirteenth year is it enough 
to pay several premiums? A.—Yes. 

Q.—Then the clause proceeds ‘‘This 
policy shall continue in force so long 
as the balance of.the said cash sur- 
render value is sufficient to cover the 
annual premium and interest thereon, 
but should said balance be insufficient 
to cover said premium, or should the 
accumulated indebtedness upon this 
policy, etc., exceed the cash surrender 
value, this policy shall thereupon be- 
come void.’’ Then he is entitled to 
pay the whole or any part of his in- 
debtedness at the time the policy is in 
force, and he can also reduce the rate 
of interest on his indebtedness by de- 
positing a sum and signing a loan 
agreement in accordance with num- 
ber five? A.—yYes. 

Q.—I see you make your contract 
subject to and governed by the laws 
of the Province of Ontario in force 

from time to time? A.—Yes. 
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Q.—When that automatic clause op- 
erates to keep a policy alive, are any 
of the other rights of the insured un- 
der his policy, or any of the other 
provisions, impaired in any way? A. 
—Not at all, only to the extent of his 
indebtedness. 

Q.—I mean any of the other privi- 
leges he is entitled to under the policy, 
if you take from his cash surrender 
value enough to pay the premium— 
you diminish that, of course, to that 
extent—but do you disturb any of his 


other privileges? A.—wNo. 


Q.—As I understand it, it is quite 
clear that your policy holder does not 
have to come to you to make applica- 
tion in that respect? A.—No. 

Q.—You do all that for him? A.— 
Yes. 

Q.—Is there any advantage to the 
policyholder in respect of the privilege 
you give him, over a privilege which 
entitles him to automatic term insur- 
ance? A.—TIJ should think so. I would 
rather refer that to an actuary for an 
answer. 

Q.—I should have thought the term 
insurance would not share any profits? 
A.—Oh, no, the term insurance is 
simply buying something at cost; the 
other policy has a surplus credit to it. 

Q.—And then the term insurance is 
liable to expire when the term runs 
out? A.—The term insurance lapses 
for non-payment of premium after 
thirty days’ grace. 

Q.—I should think we might con- 
clude that your automatic non-forfeit- 
ure clause is more to the advantage of 
the pelicyholder that one which only 
gave him automatic term insurance? 
A.—I should think so, yes. 

Q.—I suppose it goes without saying 
also—it is hardly necessary to put the 
question— that it is better—that is 
from the standpoint of the policyholder 
—better than a plan by which he has 
to find whether he is in default and 
come and make an application? A.— 
Decidedly. It is one of our strong 
arguments in competition in the busi- 
ness. 


Q.—This does not go all the way 
back to your commencing. Have you 
prepared a statement going any fur- 
ther back, showing the volume of the 
different kinds of insurance in force? 
A.—We sent you a complete detailed 
statement of that right down to date. 

Q.—But you have not it in this 
form? A.—Yes. 


Q.—This gives the life, endowment 
and term policy for 1904 and Me 
A.—You want it each yesr? 
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Q.—Yes; that can be got? A.—Yes. 

Q.—Take it for 1904 and 1905; be- 
cause ‘for the purpose of comparison 
that is probably as useful as if we had 
it all. On the 3lst December, 1904, 
you had life policies in force to the ex- 
tent of $2,731,731; endowment policies 
in force $1,077,528, and you had term 
insurance in force, to the extent of 
$700,500? A.—Yes. 

Q.—At the end of 1905 your life poli- 
cies had slightly increased, but not 
very much: $2,732,842? A.—Yes. 

(.—Your endowment policies had 
ane increased slightly, $1,085,480? A. 
—Yes; 

Q.—And your term policies had in- 
creased from $700,000 to $1,807,315? 
A.—Yes. 

Q.—That was in consequence of 
what you have told us already, that 
in accordance with the advice of your 
actuary you were pushing the term 
insurance? A.—Yes. 

Q.—Then I think you have already 
explained to us that that has the ad- 
vantages which you stated to the Com- 
missioners? A.—Yes. 


Q.—And you have also explained 
to us that during 1905 you have been 
vigorously reducing your  expendi- 
ture? A.—Yes. 

Q.—In the long run—let me put 
a question to you in that way—in the 
Jong-run is term insurance as advan- 
tageous from the standpoint of the 
company as the other insurance? A. 
Oh, yes, if it is well selected. Per- 
haps I should explain this: that our 
term isurance is five years option poli- 
cy: that is, at the expiration of five 
vears it provides for a renewal to an 
endowment or limited life policy, quot- 
ing the rate, and making provision 
for loan values, beginning at the be- 
ginning of the change: so that the 
policy has other attractive features, 
and the premium is a very attrac- 
tive one for the company, and it is 
a good value to the insured. 

Q.—What I was more concerned 
with just at the moment, would you, 
by reason of the experience you have 
gained in respect of the value of term 
insurance, would you think it a de- 
sirable feature to always maintain 
a large volume of term insurance, or 
would you like to see that, as you get 
older, and as your resources become 
greater, would you like to see that 
replaced by life insurance? A.—It 
would be more attractive; the larger 
the premiums the more attractive for 
the company. 

Q.—And the premiums are_ larger 
when you get to the regular line in- 
surance? A.—Yes. With the large 
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reserve required in the early history 
of the company, without a large re- 
newal income, you must necessarily 
impair your capital, if you wrote all 
your business on endowment payments, 
or limited payments, and we thought 
it better to give the insured a special 
policy, which we call our five year 
ention policy, and it has taken very 
well. 

Q.—The feature of it is that you 
are enabled to charge a lesser pre- 
mium because the risk is not so great? 
A.—Exectly. 

Q.—A man is more likely to live 
over five years than he is to live over 
the estimated period of life? A.— 
Yes, and in writing those policies we 
select the business. We would not 
write a term policy, or a five year 
option policy, on a hazardous occupa- 
tion. We are careful in that way. 

Q.—In that respect also you select 
your risks? A.—Yes. 

Q.—Then by reason of the lesser 
risk you are also enabled to make 
just as sound a provision with a 
smaller reserve? A.—Oh, undoubted- 
ly, yes. 

Q.—Now, I pass to some of the other 
matters upon which the company has 
been engaged. I think you have al- 
ready told me that your policyholders 
have not been given any rights at 
all in respect of voting? A.—No, sir. 

Q.—Are you able from your stand- 
point as an insurance manager to ex- 
press an opinion as to the desirability 
or otherwise of policyholders taking 
part in the management of a com- 
pany? A.—I have never given the 


matter any thought. 


Q.—You have not thought that out? 
Al No! 

Q.—Have you ever been connected 
with a company where the _ policy- 
holders did take part? A.—No. 

Q.—Now, Mr. Ralston, I want to 
know what directors of yours are con- 
nected with any other institutions 
with which you have dealings? A.— 
We transact our bank business with 
the Imperial Bank. 

Q.—And I think you hold some Im- 
perial Bank stock as a security? A. 
—We own some Imperial Bank shares; 
that is the only institution. 

Q.—What directors of yours are 
connected with the Imperial Bank? 
A.—The President, and Mr. Cock- 
shutt and Mr. Howland. 

Q.—Was their connection with the 
Imperial Bank, do you know, before 
or after their connection with your 
company? A.—Mr. Howland, I think, 
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has only been a director of the Im- 
perial Bank a short time. 

Q.—Since his father’s death? A.— 
No, in the past six months, I think. 

Q.—Mr. Peleg Howland is on the 
Board of the Imperial Bank now, but 
has only been ghere six months? A.— 
I would not say positively, but I think 
it is only a short time. 

Q.—He was not there during his 
father’s lifetime? A.—Not to my 
knowledge. 

Q.—Then Mr. Rogers? A.—I think 
he was formerly associated with the 
Imperial Bank. I could not answer 
that. I have only been with the com- 
pany a little over a year. 

Q.—I thought you would have made 
these enquiries so as to be prepared to 
answer these questions a little more in 
detail. With the exception of these 
three gentlemen, and their connection 
with the Imperial Bank, upon the 
Board of that institution, is any other 
director of yours concerned in the man- 
agement of- any other financial institu- 
tion? A.—One of our directors is a 
director of the Dominion Bank and an- 
other of the Bank of Toronto. 

Q.—Which are these? A.—Mr. Foy 
is in the Dominion Bank-and Mr. 
Stone the Bank of Toronto. 

Q.—Your company does not do any- 
thing with the Bank of Toronto, or 
does it? A.—No. 


MR. KENT: I would like to know 
if he found any difficulty in getting in- 
surance at the reduced rate of com- 
mission. 


MR. SHEPLEY: Q.—Are the com- 
missions which you are paying to your 
present agents sufficiently attractive 
to make them work for you and work 
satisfactorily ? A.—Well, we do a very 
much larger business, an average in- 
crease of 199 per cent. each month this 
year. 


MR. SHEPLEY: That, perhaps, an- 
swers the question inferentially. They 
could not, of course, have made the 
change without experiencing some dif- 
ficulty, but they have surmounted it. 
We will put in a statement of what 
commissions are being paid. 


MR. KENT: I understand he is sat- 
isfied with the work of his agents on 
the lower commissions. 


R. SHEPLEY: Q.—That is so, is 

it? A.—No, we are never satisfied. 

Q.—You always thought they might 
have done more? A.—We are hoping 
SO. 

Q.—Upon what rate are you calcu- 
lating your reserve? A.—Three and 
a half HM. table. 
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Q.—And as your company came into 
existence or commenced business in 
1889, perhaps that has always been 
the rate? A.—Always been the rate. 

Q.—I will take up, before leaving 
the policies, your proofs of loss, and I 
see that you were rather severe on the 
claimants: you make them answer a 
good many questions? A.—Mr. Marsh 
is responsible for that 

(Proofs of loss fyled, Exhibit 156.) 

Q.—This is a statement of your com- 
mission rates? A.—Yes. This is dis- 
continued now. ‘That is five flat now. 

Q.—For all kinds of policies? A.— 
Yes. And this has been altered to 
twenty here. 


Q.—This is.an alteration that has 
been made in the rates of commission 
stated there? A,—Yes. 


Q.—This purports to be a statement 
of the commissions paid down to April, 
1905, and added to it is a statement of 
the saving that has been made since 
that time? A.—Yes.*’ (Exhibit 157°) 


Q.—This is your form of policy loan 
agreement? A.—yYes. 


Q.—And this is the notice that you 
sent out A.—No, this we fyle. 


Q.—Do you send that out when in- 
terest is due upon a loan? A.—No, 
this is separate from that. Where the 
policy has the right of the non-forfeit- 
ure feature, we fill up one of these and 
fyle it away as a lien on the policy. 

Q.—Do you, like other companies we 
have heard about, when you have made 
a loan upon a policy, make the inter- 
est on it payable along with the prem- 
ium on the insurance? A.—The inter- 
est is payable in advance: if the loan 
is paid off before the end of the year 
we take a year’s interest in advance, 
if a loan is paid off any time before 
the unearned interest is returned. 


Q.—We were told in the case of an- 
other company that where there is a 
loan made by the company that the 
interest on that loan is made to fall 
due on the same day the premium falls 
due on the policy itself? A.—We 
make it fall due on the last day of the 
year, with 30 days’ grace. 

Q.—The last day of the calendar 
year? A.—Yes. 

Q.—Then it does not coincide with 
the dne date of the premium? A.— 
No. 

Q.—This agreement in most res- 
pects does not differ with the loan 
agreement we have heard about, but 
that is an important difference. 
Then this is the form of the notice 
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you send out: this is the non-forfei- 
ture notice? Ai.) os (Notice 
exhibit 158.) 

Q.—Then another question about 
that notice. When you put a loan 
upon the insured’s policy in that way, 
does he get any notice of what there 
is left available for further prem- 
iums? A,—I fancy so. 


Q.—Perhaps you can find that out 
and let us know? <A.—Yes. 


Q.—And if there is a regular form 
for that, let us have that? A.—yYes. 

Q.—In other words, the extent to 
which you keep vour policy holder 
advised as to what there is to his 
eredit? A,+Yes. 


MR. SHEPLEY: The matter which 
I expected to be able to go on with, 
the profit and loss statement of this 
company, is not ready. We had it, 
but after we got ready to ask ques- 
tions about it, we found there was 
an jerror init, and that is béing 
rectified by the company, and we will 
have it here on Friday morning. 

JUDGE MacTAVISH: You prefer 
not going any farther to-night? 


MR. SHEPLEY: Yes. 

(The Commission then adjourned 
ee eawne 25th May, at 10 o’clock 
ame ) 


TWENTY-NINTH DAY. 
Toronto, May 25th, 1906. 


giver J. Ralston—Examination 
cont’d— 


By MR. TILLEY: 


Q.—I understand the profit and loss 
statement is not ready yet? A.—It 
will be over in half an hour. 


Q.—These are the by-laws of the 
ea Life Company, are they? A. 
—Yes. 

Q.—And they show the by-laws as 
originally passed, down to 56 or 57— 
56 was 1t? A.—Down to 59 

Q.—And then following that you 
give the amendments of by law 29? 
A,—Yes. 

Q.—Which have been made? A.— 
Yes. 
~Q.—Does this statement show all 
your by-laws then, whether original 
ones or bylaws that have been passed 
since? A.—Yes. 

Q.—There has been no by-law appar- 
ently giving the _ policyholders any 
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right to vote or any representation at 
company’s meetings? A.—No. 


Q.—Has the company power to do 
that under its charter? A.—Not to 
my knowledge. 

Q.—Is there not power in the com- 
pany to give the policy holders cer- 
tain rights of voting? A.—That is a 
legal question I think. 

Q.—Has the question of giving them 
voting rights ever been discussed? A. 
—No. 

Q.—Since you have been manager? 
A.—No. 

Q.—Do you think policyholders in 
the participating class should have 
the right to vote? A.—wNo. 

Q.—You think they should not 
have? A.—Yes. 

Q.—Then in your judgment it is 
inadvisable to make any change in 
your company in that regard? A.— 
Yes. 

Q.—These policyholders in the parti- 
cipating class have an interest in the 
funds of the association and in the 
profits, have they not? A.—Yes. 


Q.—Then why should they not have 
some vote—be able to express their 
views at the annual meeting as to 
the management? A.—Well, we did 
not agree to do so in our policy con- 
tract. We strive to live up to our 
contract in the policy. 

Q.—You did not agree to do that? 
A.—No. 

Q.—In your opinon is it advisable 
to do it, without regard to what you 
have agreed to do? A.—TI have never 
sviven that matter any thought. ” 


Q.—Could you give it a little 
thought now? A.—I would not be in 
favor of it, 

Q.—I thought that was where you 
started a minute or two ago. You 
would not be in favor of it anyway? 
Al NOo:! 

Q.—Why would you not be in favor 
of it? What are the objections to 
it? A.—We have difficulties enough 
now looking after the shareholders 
and the rest of us, without getting the 
policyholders in. 

Q.—Whom do you mean when you 
say we have difficulty enough? A.— 
Myself, I should say. 

Q.—And any others? Or do you 
mean the directors or the managers 
of the insurance company? A.—I 
would rather not express an opinion 
there, if you would allow me not to. 
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Q.—I do not know why we should 
not have the benefit of your opinion? 
A.—Perhaps it is of little value, 
because I am _ strongly prejudiced 
against policyholders having a vote. 

Q.—You are. prejudiced against 
their having voting power as applied 
to any companies? A.—It is not a 
practical question. 

Q.—You are not speaking now with 
regard to any special circumstances 
that exist in your own company? A. 
—No. 


Q.—Then if that is the case you 
might give us the grounds’ that 
exist why you think they should not 
have the right? Well, I have never 
heard of a policyholder having that 
privilege taking advantage of it. 
You see our policyholders are all 
over the Dominion. It would be 
impracticable for them to come here 
to the annual meeting. 


Q.—Well, then, it would do no 
harm? . A.—Well, I think it would 
do a lot of harm, because there 
would be such a variety of opinion 
you could never get good manage- 
ment. 


Q.—But if they do not attend the 
meeting there would not be any 
variety of opinion? A.—Well I do 
not see where there would be any 
good derived. 

Q.—You think there is no benefit 
from giving the policy holders a 
vote? A.—That is right. 

Q.—You think there is no benefit? 
A.—No. 

Q.—You think the _ shareholders 
should have the entire control of 
the company? A.—Yes, subject to 
the approval of the Insurance De- 
partment, of course. 

Q.—Subject to the approval of 
the Insurance Department? Asem 
Yes. 

Q.—But the Insurance Depart- 
ment has not exercised any super- 
vision over the method of dividing 
the profits between the _ policyhold- 
ers and the shareholders? A.—Not 
to my knowledge. 

Q.—In your scheme who is repre- 
senting the policyholder? A.—The 
directors. 

Q.—And they are the _ sharehold- 
ers? <A.—Yes,- part of them. 

Q.—No policyholders on your board 
of Directors at all? A.—No. 

Q.—Does that not put it in the 
power of the directors of the com- 
pany to deal with these policyholders 
as to profits as they may see fitP A. 
—Yes. 
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Q.—And do you think that is right 
and fair? A.—yYes. 

Q.—Section 15 of your Charter 
reads as follows—‘‘The company may 
agree to give to holders. of partici- 
pating policies the right to attend 
and vote in person at all meetings 
of the company, and if the company 
so determines, then all persons who 
are actual holders of policies from 
the company, whether such persons 
are shareholders of the company or 
not, and who are by the terms of 
their policies entitled to participate 
in profits, and are referred to in this 
Act as holders of participating poli- 
cies, shall be members of the com- 
pany, and be entitled to attend and 
vote in person at all general meet- 
ings of the company, and each holder 
of a participating policy for a sum 
not less than $1,000 shall be entitled 
to one vote for each $1,000 in his 
policy.’ Did you know that that 
clause was in your Act? A.—Not un- 
til you read it, or not until Wed- 
nesday last. 

Q.—You did not know that that 
clause was there until it was pointed 
out since you have been giving evi- 
dence? A.—No. 

Q.—So that no discussion of the 
clause has ever taken place? A.— 
Never taken place. 

Q.—Then you would still object? 
A.—Decidedly. 

Q.—To acting under that clause and 
giving them any vote at all? A.— 
Yes. 

Q.—Have you ever had any active 
part in the management of any other 
company than the National Life? A. 
—Yes. 

Q.—What company? A.—The Great 
West Life 

Q.—What position did you occupy - 
there? A.—I was manager for the 
Maritime Provinces for seven years 
and about three years and a half man- 
ager in Ontario. 

Q.—The head office of the Great 
West Life is in Winnipeg? A.—Yes. 

Q.—Then you never had any part 
in the Head Office management of the 
company P A.—Well, under their 
system the branch office is identically 
the same as the Head Office. except- 
ing the issuing of policies and the in- 
vesting of the funds. 

Q.—But then you had no part in 
the control of the company as_ to 
policyholders’ rights and_ sharehold- 
ers’ rights, and as to voting power. 
and so ‘on, in the Great West Life? 
Ai No: 
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Q.—You never had any experience 
there that indicated to you that poli- 
cyholders did not properly exercise 
the franchise when they were allow- 
ed to vote? A.—Well, I have been 
actively in the field, coming daily in 
contact with policyholders, and I have 
never heard of a policyholder who had 
a vote taking advantage of it in any 
company. As far as the Head Office 
of the Great West Life is concerned, 
I never met a policyholder who asked 
for that privilege. 

Q.—Still the privilege was there for 
him? A.—Not in the Great ‘West 
Life. 

Q.—We have not come to that, but 
where the policyholder is given the 
right to vote he has a certain status 
in the company? A.—lIf he is aware 
of it. 

Q.—Well, he has the status wheth- 
er he is aware of it or not? A.—Oh, 
yes. 

Q.—And he is not so completely 
under the control of the sharehold- 
ers or the directors? A.—That is a 
matter of opinion. 

Q.—Well, he would not be so com- 
pletely under their control, would 
he? A.—No, 

Q.—There cannot be much differ- 
ence of opinion about that. What is 
the paid up capital stock of your 
company? <A.—The subscribed capi- 
tal stock is $1,000,000, and the paid 
up $200,000. 

Q.—Then it would not be a very 
difficult matter, one would think, to 
get control of a company with a capi- 
tal that sizeP A.—I think it would 
be very difficult. 

Q.—Are you speaking now of your 
own company, the National Life? A. 
CS. 

Q.—Because your shareholders 
would not care to part with their 
stock probably? A.—Not just now. 

Q.—But where the capital stock is 
small, in that way it renders it com- 
paratively easy in the case of some 
companies, at any rate, for the con- 
trol of the company to pass into the 
hands of one or two persons, does it 
not? That is, if policyholders have 
no right to vote? A.—AIl things are 
possible, certainly. 

Q.—And that would be compara- 
tively easy, would it not? A.—It all 
depends. 

Q.—Depends on what? A.—De- 
pends on who is trying to do it. One 
man might succeed in getting control 
of the company, where another set 
of men could not. I am not prepared 
to answer that question. 

Q.—You are nct prepared to answer 
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it. We will leave it at that. Do you 
regard it as a good thing for the 
control of a company to be in the 
hands of one or two persons? A.—If 
they are the right kind of persons. 
yes. 

Q.—You think there would be no 
objection to that with certain persons, 
and there would be an objection ii 
other persons had the control? A.— 
I do not know. 

Q.—Beg pardon? A.—Most com- 
panies are generally managed by a 
few. 

Q.—Do you mean by that: that the 
control of the capital stock of the 
company is in the hands of a few? 
A.—Not necessarily—I mean the man- 
agement. 

Q.—Quite so; the management 
would be in the hands of a few, but 
don’t you regard it as an advantage 
that it is possible where you have a 
company with a comparatively small 
paid up stock and the policyholders 
no right to vote—do you regard it as 
an objection that the control of such 
a company may readily pass into the 
hands of one or two persons? A.— 
No. 

Q.—You do not regard that as any 
objection? A.—No. If the company 
does not do what is right by its poli- 
cyholders they will not do business. 

MR. LANGMUIR: The way the 
witness expresses himself is not quite 
clear to me. Do I understand that if 
policyholders had a voice in the man- 
agement you are afraid that it would 
bring out an expression of individual 
opinion, individual grievances, instead 
of corporate action? A.—Yes. 

Q.—Is that what you mean?’ A.— 
Yes, 

Q.—Do you know of any cases where 
it has had that effect? A.—I could 
furnish you with a list. , 

Q.—I just merely wanted to know 
in a general way if that was on your 
mind? A.—Yes. 

Q.—Because it is the first express- 
ion I have heard from the manage- 
ment of that view. They have always 
expressed themselves in favor of it. 
But you are -entirely opposed to it, 
T understand? A.—Yes. 

MR. TILLEY: Q.—So far the only 
question raised by managers has been 
as to the way in which it could be 
done so that they would vote. But 
Mr. Ralston does not want them to 
vote at all, as I understand it? A.— 
Yes. 

Q.—Even if the ideas of the policy- 
holders could be declared at the an- 
nual meeting, so that they would give 
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expression to their honest views, you 
still would not favor their having a 
voting power? A.—That might change 
my views somewhat. I do not think 
it is a practical question. I do not 
think you could get a proper expres- 
sion of opinion from your policyhold- 
ers. 

Q.—Do. you mean to say that they 
would not vote at all, or that they 
would express views they did not seri- 
cusly entertain? A.—Both. 

Q.—Take .the latter case, how 
would that occur? A.—Well, life in- 
surance is rather a peculiar business. 
In my experience I only know of one 
case where an applicant really came to 
the office and said he wished to insure 
his life. I believe practically all the 
business written to some extent is 
secured under pressure. Perhaps the 
man is aware that life insurance is a 
good thing and he ought to have it, 
but somehow or other he wants to 
do it to-morrow or some other day 
and I very seldom meet a man who 
reads his policy contract and who 
takes an interest in it, beyond the fact 
that he is insured. 

Q.—That is, as I understand you, a 
reason why you think they would not 
vote at all?, A.—That is one reason. 

Q.—You think that is the main rea- 
son why they would not vote at all? 
A.—Well, I would rather be responsi- 
ble to a certain number of men, than 
be responsible collectively to a lot of 
men. 

Q.—But that is the reason you give 
why they would not vote—not why 
you would not give them a vote; that 
is not all your reason why you would 
not give them a vote, but that is the 
reason why you think they would not 
vote, even if they had the right? A. 
= V 65. 

Q.—Why do you think, if they did 
vote, you would not get an _ honest 
expression of their views? A.—My ex- 
perience has taught me that in the 
hfe insurance business agents have a 
variety of opinions. Each agent, as 
a rule. thinks his company is the very 
hest. There is many a man who has 
an insurance policy who is thoroughly 
well satisfied until an agent of some 
other company convinces him that he 
could do much better for him, and 
so on, and it seems to me that there 
would always be someone, or some set 
of men, who would not be satisfied, 
or they would not understand their 
contract, and it would not work out 
in a practical way. There would be 
confusion all the time. I would not 
care to be a manager of a life insur- 
ance company where I had to account 
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to all the policyholders, or depend 
upon my position 

Q.—Is that the point of view you 
are speaking of? A.—That is one 
strong point. 

Q.—I understand you to admit that 
in the way insurance business is car- 
ried on now, many persons are pressed 
to insure who otherwise would not in- 
sure at all, and afterwards regret that 
they did insure? A.—That is right. 

Q.—And there are many persons 
who do not thoroughly understand the 
contract that they are entering into? 
As Vee 

Q.—And these persons, after’ they 
enter the company, afford a great deal 
of trouble, and would afford more if 
they had the. right to vote? A.—I 
think so. 

().—And it is for that reason that 
you would not give them the right 
to vote. Would it not be better if in 
some way there should not be that 
strenuous race for business, and peo- 
ple forced into these contracts with- 
out thoroughly understanding them? 
A.—Well, that is the fault of the man 
buying the insurance. 

Q.—No, “16 1s ° not the itault wor the 
man buying the insurance it is a good 
deal the fault of the agent, and it is 
a good deal the fault of the company. 
Would it not be better if these com- 
panies met these disgruntled people 
a little oftener? A. —_T see your point. 

Q.—Well, what do you think of it? 
A.—I do not think it is a practical 
one in our business. 

Q.—You would prefer, would you, 
to carry on business knowing that 
you have these policyholders who 
have been led into it a little against 
their will possibly, or not really 
consenting, not thoroughly  under- 
standing it: it is better to get them 
in, and then keep them where they 
cannot complain? A.—No, no. 

Q.—I am not speaking of the 
National Life particularly? _A.—I 
do not believe in that principle. 

Q.—You do not believe in that 
principle? A.—No. ; 

Q.—If these men could be heard 
from at the annual meeting in a 
proper way, would it not be a good 
thing for insurance that they should 
come there and complain? A.—I do 
not think it would work out at all. 

Q.—Would it. not work out that 
a great many of these people would 
not be insured who are now insured? 
A.—I do not think so. 

Q.—You think it would not have 
a tendency to induce your company, 
or its agents, to leave that man who 
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is not going into the deal freely and 
with a clear understanding, to 
leave him alone? ‘A.—I would be 
in favor, if a man was not satisfied 
with his insurance, to let him out. 

Q.—Oh, noP A.—Well, we do it. 
I do it. I never ask a man to keep 
a policy if he says it is not satisfact- 
ory to him. 

Q.—What do you do? Return him 
his money? A.—If he asked for it. 

Q.—After how long? A.—When- 
ever he asks for it. 

Q.—Do you mean to say thgt if a 
man comes to you after he has paid 
one premium, or two premiums, and 
says “I did not quite understand 
this, and want to get out of it,” 
that you would give him his money 
back? A.—Well, not that easy. olf 
it was shown or proven that there 
was some misrepresentation, or that 
it was not what he wanted, if we 
could not give him what he wanted, 


or if it was not a straight transac-_ 


tion, we would end it there and 
return to him his money, and we 
have frequently done so. 

Q.—You have frequently done so 
where you have come to the conclu- 
sion that the man bought something 
that he did not know he was buying? 
A.—Exactly. 

Q.—Then that occurs. A.—Yes, I 
fancy in all companies.. 

Q.—And in the best of managed 
companies? A.—I presume so. 

Q.—I suppose that that race for 
business is caused by the high induce- 
ments that are offered to agents? A. 
Oh, no. In my case it is an ambi- 
tion —Oh, no. In my case it is an 
ambition to have a big company. I 
rather like it. 

Q.— Well, that is not what the 
local agent who is canvassing is 
thinking of. Is not that result you 
have spoken of due to the high com- 
missions and the high expenses paid 
by the companies towards getting 
this new business? A.—I am _ not 
prepared to answer that. I would 
rather leave that question alone. 

Q.—You would rather leave _ it 
aloner A.—Yes:, I..am, (frank) to 
admit that commissions are too high, 
but whether that has anything to do 
with the race for business I am not 
sure. 

Q.—Then is there any way that 
you can suggest. whereby you can be 
sure that the policyholders. under- 
stand the contract they were enter- 
ing into better? A.—No. 

Q.—Have you given that subject 
any consideration? A.—Yes. 
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Q.—Is there any duty on _ the 
Medical Examiner to enlighten the 
applicant to see whether he under- 
stands the contract he is entering 
intoP <A.—No. 

Q.—Would that be of any assis- 
tance? A.—No, We separate our 
Spee part from the agent’s end of 
it; 

Q.—How do you mean, now? A. 
—Our medical examiners are not 
responsible in any way to the agent. 

Q.—Responsible for what? A.—In 
connection with the getting of the 
business. 

Q.—How could they be responsible 
to the agent in connection with gett- 
ing the business? A.—They could 
very easily be responsible. 

Q.—How? A.—If the medical 
examiner was to question the appli- 
cant at the time of the medical 
examination, ask him whether or not 
he was satisfied with the insurance 
appled for, and so forth, that would 
create trouble. I fancy you could not 
keep an agent if you had that state 
of affairs. 

Q.—That is the agent who had a 
medical examiner asking such a ques- 
tion as that would not continue iz 
the work? A.—I fancy not. 

Q:.—Why not? A.—Well, the 
agent no doubt would consider it an 
interference. He has worked up the 
business and he has brought the appli- 
cant to the examiner for examination. 

Q.—The examiner is appointed by 
the company as much as the agent? 
A.—Yes. 

Q.—And why should not the com- 
pany say to the medical examiner, - 


‘by way of definite instructions to 


him ‘‘We want you to ascertain that 
the applicant thoroughly understands 
the transaction he is entering into?’’ 
A.—No. Then we would not have any. 
confidence in our agent, if we did 
that. * 

Q.—Well, you have given us some 
evidence that indicates that you 
should not have any too much con- 
fidence in him? A.—TI did not mean 
to convey that impression. 

Q.—I am not speaking of .the 
National Life agents: I am speaking 
of insurance in general? A.—Yes. 

Q.—Because I have no reason to 
think it is any different in your com- 
pany from any other company? A.— 
Thank you. 

Q.—But I want to know what your 
views would be on that. It is an evil, 
is it not, that a great many appli- 
cants do not thoroughly understand 
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what they are doing?.. A.—That is 
their own fault. 

Q.—It is the fact in the first place, 
is it not? A.—Yes. 

Q.—And it is due to some extent 
to a agent, without putting full re- 
sponsibility on him, it is due to some 
extent to the way he talks to the 
men? <A.—I do not think so. 

Q.—You think not? A= Iineimy 
idea, every man is responsible for his 
own acts. If a man signs an applh- 
cation for-life insurance and does not 
understand what he is signing, that is 


his own fault. I blame that man more. 


than I do anything else. 

Q.—But a great many of these per- 
sons are not as keen as the agent, are 
they? A.—TI have seen a great many 
men who were much keener. 

Q.—There is no question about that, 
but there are a great many of them 
not so keen, on insurance matters any- 
way? A.—Perhaps. 

Q.—And it would have a tendency to 
prevent that if some intelligent per- 
son, like the medical examiner would 
naturally be, should explain the na- 
ture of the ‘transaction to them and 
see that they understand it? A.—I 
would be glad to have that done if 
necessary. But we always assume, un- 
til we know otherwise, that our agents 
are reliable, and if we have an agent 
who does not do that, we do not keep 
him. 

Q.—There is no doubt the agent 
would object to that, would he not? 
A.—I fancy he would. 

Q.—He would often lose his man, 
would he not? A.—He might. 

Q.—Do you observe the provision in 
by-law 21 as to one half the directors 
retiring each year and the other half 
remaining ? A.—Yes. 

Q.—Is that with a view to what you 
have been speaking about as to keep- 
ing uniform management as far as 
possible? A.—Well, that is the orig- 
inal by-law. JI had not anything to 
do with it. 

Q.—I suppose it would assist in 
that? A.—I fancy, yes. 

Q.—Not having a complete change, 
at any rate, of all the directors in any 
one year? A.—There are one-half go- 
ing out each year. 

Q.—There is an odd number? <A.— 
Yes. 

Q.—Eleven would go out one year? 
A.—And ten the next. 

().—There would be no possibility 
of making a complete change in the 
whole Board of Directors? A.—I do 
not think so. 

Q.—In any one year? A.—No. 
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Q.—Has there been any forfeiture 
of stock in your company, do you 
know? A.—Not to my knowledge. 

().—I see there are provisions here 
for forfeiting where there is non-pay- 
ment of a call. A good many of these 
are just the Statutory provisions which 
are enacted here, and the provision 
as to forfeiture seems to be very rea- 
sonable and very proper. Then by-law 
43 as to declaration of profits you say 
has not been acted on at all? A.—No. 


CQ: —There had been no profits paid 
to the*shareholders or to the policy- 
holders either ? A.—No, no profits 
due on our policies yet; lots of future 
profits due to the shareholders. 


Q.—Lots coming to him in the fu- 
ture? A.—Yes. 


Q.—Under your by-laws there is no: 
provision for giving profits at less than 
five year periods? A.—No 

Q.—Do some companies give profits 
to policyholders each year? A.—No. 

Q.—I suppose that this was a pro- 
vision that was put in before your con- 
nection with the company? A.—Yes. 

Q.—Tell me what would be the rea- 
son that would prompt such a clause 
as that in the charter? I think it is 
also in the charter, is it not? A.—Yes, 
IT see it is section 14 in the Charter. 
Mr. Marsh tells me that he thinks that. 
is the usual form adopted by com- 
panies? A.—TI think go. 

Q.—I would not contradict you, but 
I do not think I have seen that in 
any other charter yet. Certainly other 
companies declare profits every year 
on some of their policies? A.—TI 
know of no company that from its be- 
ginning declared profits annually. 

Q.—You know of none from its be- 
ginning, but do you know of any com- 
pany in its later years that has not 
declared them annually on some poli- 
cies issued in that way? A.—From the 
beginning of the life of the company. 

Q.—Yes, from the beginning of the 
policy? A.—I do not know of any. 

Q.—Do you know of any company 
which adheres to this rule which is 
in your by-law, that the directors shall 
not be obliged to allot such portion 
of profits to such holders of participat- 
ing policies oftener than once in five: 
years?’”? A.—No. I think that is @ 
very reasonable restriction. 

Q.—I suppose that would depend 
entirely on the policy they issue? A. 
—Yes. . 

Q.—If they issue a policy calling 
for the distribution of profits oftener 
than once in five years, they would 
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have to distribute? A.—They probab- 
ly would not have any to distribute. 

_ Q.—Not in the early stages, any- 
way? A.—That would be getting busi- 
ness under false pretences. 

Q.—How many years must a com- 
pany carry on business before it can 
give profits? A.—That is a hard ques- 
tion to answer. It all depends upon 
the management. 

Q.—When may the National Life 
expect to declare some? A.—We hope 
i declare them as soon as they are 

ue. 

Q.—When will that be? A.—About 
three years from now. 

Q.—That is the first policies you 
issued? A.—Ten year policies. 

_ Q.—So that there would be no pro- 
fits due until three years from this 
date? A.—Three or four years. 

Q.—Has the company always ap- 
pointed the auditors required by the 
by-law? A.—They are appointed by 
the directors, the full Board. 

Q.—And they make their report to 
the Board? A.—Yes. 


Q.—And I suppose there is no state- 
ment in any way sent to shareholders? 
A.—Yes; there is a copy of the annual 
statement sent to every shareholder 
and every policyholder. 


.Q.—I notice a provision here that 
loans should not be made to any 
shareholder of the company? A.— 
Y OSes 

Q.—Has that ever been departed 

from? A.—Not to my knowledge, not 
since I have been manager. It am 
not aware of any loans having been 
made. 
— Q.—You are not aware of any loans 
being made to any shareholder of the 
company? A.—No. Our funds have 
never been invested by way of mort- 
gage security. 

Q.—Mortgage on what? A.—Real 
estate. 

Q.—What has been the nature of 
your loans? A.—Debentures entire- 
ly; I might add, some Imperial Bank 
shares and Consumers’ Gas. LEvery- 
thing else is bonds and debentures, 
Provincial, City, town and county. 

Q.—Municipal debentures? A.— 
Yes. 

Q.—And some company debentures, 
have you? A.—No, we have no com- 
pany debentures. 

Q.—You have some bank stockP A. 
==Y 5. 

Q.—And then I notice you have been 
making some call loans to brokers? A. 
—Not in my time. not since I have 
been manager. 

Q.—Is that a change that you have 
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made in your management, or was it 
made before you became manager of 
the company? A.—No. The Presi- 
dent and myself discussed that ques- 
tion, and we decided that it was better 
for us not to do so. 

Q.—Some insurance companies make 
call loans extensively? A,—Yes. 

Q.—And your company for its size 
made a good many in the early years, 
not later years? A.—Yes. 

Q.—Did you consider it objection- 
able? A.—No, excepting we were not 
large enough, or we have not a staff 
large enough to watch these things, to 
handle them properly, and if we invest- 
ed our funds in debentures— 

Q.—Tell me a little more definitely 
what you mean by that? What does 
it involve to make these call loans? 
A.—Well, a loan may be made to-day 
and paid off to-morrow, or a few days 
from now, and a fluctuation in the 
value of shares may change— 

Q.—You must watch the market val- 
ue of them? A.—yYes. 


Q.—And you say that it requires to 
carry on that call loan business a 
larger company and larger staff? A. 
= Gs: 

Q.—A company that can have its 
money paid back to it without notice 
ane will find some place to use it? A. 
—Yes. 

Q.—You thought that debentures 
would be a better investment for your 
company? A.—We all thought so. 

Q.—Have you any knowledge as to 
the wisdom of call loans from the re- 
turn standpoint for the company? A. 
—It would not amount to much for us 
at all, because we have not sufficient 
surplus funds for that purpose; so the 
difference in the rate of interest would 
be very trifling. 

ae you lend on real estate? A. 
—No. 

Q.—Why not? 
followed that. 

Q.—Would it be because you think 
it improper for a young company to tie 
up its money for periods of four or 
five years or not? A.—No. 

Q.—That does not affect youP A. 
—No. We think it is cheaper and 
more convenient to buy debentures, 
and after their purchase they are lock- 
ed up in our box, and we have no 
further trouble. If we were loaning 
on mortgage we would have to have a 
regular loaning department. 

Q.—If we were loaning on mortgage 
you would have to have a loan depart- 
ment, and it would give you, you 
think, more trouble than carrying your 


A.—We have never 
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investments in debentures? A.— 
Well, it would take up more of my 
time, and I could spend it getting in 
the new business more profitably to 
us. 

Q.—Do you propose lending on real 
estate? A.—Not now. 

Q.—Can you compare the benefit to 
the company from real estate invest- 
ments as compared with the other in- 
vestments that are open to you? 
—Well, our directors favor debentures. 

Q.—That is municipal] debentures? 
A.—Yes, 

Q.—And Provincial, City, town and 
County? <A.—Yes. 

Q.—Do you think that insurance 
should be restricted to municipal de- 
bentures and real estate investments, 
the same as trustees are? A.—No. 

Q.—Why not? <A.—Well, as a bus- 
iness proposition I think life insurance 
companies should have the same oppor- 
tunities as any other Provincial insti- 
tution in the investing of their funds. 

Q.—An insurance company differs 
from other financial institutions in 
that its funds are to a great extent 
trust funds for the policyholders, to 
be paid to them in the future, years 
hence, does it not? A.—Yes, in a 
way. 

Q.—They are trust funds? A.— 
Yes. 

Q.—Should an insurance company 
rot be restricted in the investment 
of these trust funds just the same as 
any other trustee would be restrict- 
ed? A.—As long as it is satisfactory 
to the Insurance Department. My 
idea of that is this: that if a life in- 
surance company are allowed to do 
business, it is because they have been 
thoroughly investigated by the Insur- 
ance Department and found all right. 

Q.—Would you think that it would 
be wise to have the Insurance Depart- 
ment exercise such paternal care over 
the insurance companies as to go 
through and see that every investment 
was proper? A.—Yes. 

Q.—You think, then, that it would 
be wise that the Insurance Depart- 
ment should approve of every loan 
made? A.—Oh, no. 

Q.—What do you mean by that? A. 
—That the securities are within the 
Act. 

Q.—I am asking you what the Act 
should be? A.—I beg your pardon. 

Q.—What should the Act be? A.— 
I am not prepared to say. 

Q.—Should the companies be allow- 
ed to invest in the stocks and bonds 
of electric companies or not? A.—If 
they are all right and good security. 


6 EDWARD VII., A. 1906 


National Life. 
(A. J. Ralston, Ex’d.) 


Q.—You think they should not be 
restricted as ordinary trustees are re- 
stricted in the investment of their 
funds? A.—No. - 


Q.—I notice some call loans on Twin 
City Rapid Transit Company. Do 
you know whether that is an author- 
ized investment or notP A.—I am 
not aware of it; that was before my 
time. 

Q.—I am not saying you are respon- 
sible, but is that an authorized invest- 
ment in your understanding of the 
Act? A.—TI hardly think so. 


Q.—You are not doing business in 
the United’ States? A.—WNo. 


Q.—You would have no power to in-. 
vest in securities of American com- 
panies? A.—WNo. 

Q.—Then I suppose a call loan on 
such securities would be improper? A. 
—I am not prepared to answer that, 
Mr. Tilley. 

Q.—What would be your view of it 
as manager of a company? A;—I 
would think it was improper and not 
in accordance with the Act. 

Q.—How about C. P. R. common 
stock? A.—The same answer would 
apply. 

Q.—Of course those loans were only 
for a short period of time and they 
were paid offP A.—Yes. 

Q.—There is nothing special about 
the transaction at all, except that I 
see that small loans were made on 
Twin City Rapid Transit stock back 
in 1901 and were paid off in a month 
-or two afterwards, they being on call 
loans. You would not make these 
loans now? A.—No. 

Q.—Has there ever been any loss 
on any investments your company has 
made? A.—WNo. 

Q.—No loss of any kind or descrip- 
tion? A.—Not a single dollar. 

Q.—You have not had to cover up: 
SOY VRINE at all of that natureP A.— - 

0. 

Q.—I understand Mr. Rogers, your 
President, has expressed a little sur- 
prise that there was any loan on Twin 
City? A.—Yes. 

Q.—There seems to be nothing about 
it, except the Twin City was not with- 
in the Act, and the loan was repaid 
within a very short time? A.—Yes. 

Q.—What about the C. P. R. com- 
mon stock? A.—In what respect? 

Q.—Is that an authorized invest- 
ment in your opinion? A.—No, I do 
not think so. 

Q.—But you say there has never 
been any loss to the company in con- 


INSURANCE. 805 


SESSIONAL PAPER No. 66 


29th day, May 25th, 1906. 


nection with any of your investments 
or loans? A.—None. 

Q.—I suppose your company pays a 
commission on every policy that is 
written to some person? A.—Not ne- 
cessarily. 

Q.—Have you ever written any pol- 
icies on which the full premium was 
paid without any commission being 
deducted? A.—Yes. 7 

Q.—How many? Is that one glar- 
ing instance, or have you many? A. 
—No. I could prepare you a list of 
those. 

Q.—Are those persons who are con- 
nected with the company? A.—Some. 
Any business I write I never take a 
commission. 

Q.—And do yon write business your- 
self? A.—Whenever I get a chance. 

(Q.—Does the company take the full 
premium from that business? A.— 
Yes. 

Q.—Not only the first premium but 
subsequent premiums? 
quent premiums. 


Q.—Can you tell me roughly how 
many policies that would apply to? 
A.—I would rather send you over a 
list of them. I could prepare that 
and send it over. 

Q.—We would be very glad to have 
the list; the list might be of all pol- 


icies whether you ‘have written them’ 


or not? A.—Yes. 

Q.—Do directors of the company get 
insurance on any cheaper basis than 
other persons? A.—Not that I am 
aware of. 

Q.—Do you know of any rebates or 
commissions that are allowed to them 
in any way? A.—No. 

Q.—Are they allowed commissions 
on their own insurance? A.—First 
premiums? 

C= ear aA eg: 

Q.—All directors or shareholders 
are Py A:—Yes: 

Q.—All directors and _ shareholders 
are allowed first premiums? A.—Yes. 

Q.—But not any subsequent prem- 
iumsP A.—No. 

Q.—Then that would not be insur- 
ance you would write? A.—I have 
written some of our directors. 


Q.—In that case was the first pre- 
mium paid up? A.—They got their 
commission, certainly. 

Q.—The director got the commis- 
sion ? A.—Yes. Pardon me a mo- 
ment. The answer I wished to make 
there is this. that personally I have 
never profited— 

Q.—We were not at one. You say 
you have not got the commission? A. 
—That is right. 


A.—Subse- , 
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Q.—But has there been any policy 
issued where the company has got the 
full premium without allowing a com- 
mission to some person? A.—Yes. 

Q.—Are you speaking of many pol- 
icles now, or just one or two? A.— 
Quite a number. That is the list 
I am going to send you over. 

Q.—In which the company has got 
the full premium— A.—100 cents. 


Q.—Without allowing first premium 
to any persons? A.—Yes. 

Q.—Either director or any person 
else? A.—Yes. 

Q.—But you say the directors in 
taking out their insurance are allow- 
ed the first premium off? A.—Yes. 

Q.—lIs that according to any rule? 
A.—It was in vogue when I took 
charge of the business. 

Q.—It was the practice in vogue 
then? A.—Yes. 

Q.—Is the same rule applied to 
clerks in the office? A.—-Yes. 

Q.—Are your office employees paid 
commissions on business they write? 
A.—No. 

Q.—Do they write any? A.—No. 

Q.—Why do they not? because they 
have not the ability? A.—I could 
not answer that. 

Q.—Or is it not encouraged? A.— 
Ut is not encouraged. 

Q.—Do you think it is proper to 
allow the commissions to the employees 
and directors? A.—I would not care 
to express an opinion on that. 


Q.—We would be glad to have your 
opinion, if you have one? A.—Well, 
I have not one, Mr. Tilley. 

Q.—Is it’ a uniform practice in all 
companies? - A.—I believe so. 

Q.—It is a practice that generally 
prevails? A.—Yes. I would not like 
to say everybody pays 100 cents on 
the dollar. 

Q.—Has that feeling developed since 
you were put on salary yourself, or has 
that been one that was with you be- 
fore? A.—Oh, no. I would much 
prefer to work on a commission if I 
had my choice; there would be more 
money for me. 

Q.—Is it possible in your opinion to 
conduct the insurance business by pay- 
ing salaries instead of commissions? 
Ai— Yes. 

Q.—You think it is? A.—yYes. 

Q.—Do you think it is desirable 
that that practice should be adopted? 
A.—Yes. 

Q.—Why do you say that that is 
preferable? A.—It will help to stamp 
out the rebate. 
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Q.—It will help to stamp out re- 
bate? A.—Yes. 

MR. KENT: Q.—Would it make the 
business that is written more persis- 
tent? A.—That is our experience. 


MR. TILLEY: Q.—Why do you find 
that? Because the man is not unduly 
pressed to enter? Is that the reason: 
A.—No. The agent—the commission 
is his own property in that sense; we 
cannot control him; but if you are 
employing an agent on a salary basis, 
you control his time and he. has prot 
anything to give a *ebate on, unless 
he gives his salary. 


Q.—He feels that it is more like giv- 
ing part of his salary away? A.— 
He would have to give his salary to 
rebate. 


MR. LANGMUIR: Q.—Would his 
salary be contingent in any way on 
oe amount of business written? A. 
—Yes. 

Q.—Is that not the same thing? A. 
—Oh, no. Supposing an agent has a 
commission of fifty per cent.; wé can- 
not tell—we have not any control of 
what he does with that fifty per cent., 
but if we were paying him a salary he 
would not receive his salary if he did 
not produce business, and if he pro- 
duced business we would know there 
was no rebate. 

MR. TILLEY: Q.—What you say 
is that where he has a commission by 
a certain per centage, being a fairly 
large per centage that is’ given on the 
first year business, that he, in order 
to get the business, will give away 
part of that? A.—yYes. 


Q.—Whereas if a man wrote a cer- 
tain amount of business to get a sal- 
ary, it makes him’ work all the harder, 
but he cannot be giving away his sal- 
ary as he requires the whole of it to 
live on? A.—yYes; our business has 
been this— 

Q.—Have you attempted—I do not 
want to disclose the particular tran- 
sactions of your company with any 
agent, because there is nothing in that 
that should be disclosed, and it is per- 
fectly proper that you should not 
make these transactions bare; but I 
would like to know whether you have 
attempted to employ agents on a sal- 
ary basis and pay them in that way? 
A.—Yes. 

Q.—You have-tried the experiment ? 
A.—Yes. 

Q.—And how do you find it work- 
ing? A.—Very satisfactorily. 

Q.—Has it tended to stop rebating, 
do you think, in your company? A.— 
I should say so. There would not be 
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anything to give a rebate on with 
the man has a salary. 


Q.—And I suppose it makes the 
business more persistent to require 
the applicant to pay the full premium 
the first year? A.—Yes. 

Q.—Let him start as he is expected 
to continue? A.—Yes. 

Q.—Could it be laid down as a rule 
that agents should be employed that 
way, or would that be going too far? 
A.—I would think that would be go- 
ing too far. 

Q.—You think that while it can be 
done by your company to a certain 
extent, that it would be too much to 
prevent commissions being paid_as 
they are now in some cases? A.—Yes. 

Q.—Then I understand you to say 
that no officer of the company receives 
any commission on first year busi- 
ness? A.—No. . 

Q.—There is no arrangement either 
in writing or no understanding that 
exists whereby any officer of the com- 
pany receives any part of any agents’ 
commission? A.—No. 

Q.—Or any commission on head 
office business? A.—No. 

Q.—The only thing that is allowed 
is that he is given the first year com- 
mission on policies on his own life 
that he takes? A.—Yes. 

Q.—Have you had any disputes re- 
garding the payment of claims, has 
there been considerable in your com- 
pany? A.—Very few. 

Q.—I suppose that is always a seri- 
ous matter with young companies any 
way? A.—We have never had any 
serious trouble. . : 

Q.—I mean it is one of the things 
that you are very careful about in 
young companies, in looking into the 
claims on policies? A.—Yes. 

Q.—And I suppose that if there is 
nothing suspicious they are paid 
promptly? A.—Promptly paid. 

Q.—Would you tell me how long it 
takes for an applicant under a pol- 
icy to get his money usually in your 
company? A.—Well, it is our prac- 
tice to send a cheque out 24 hours 
after the satisfactory receipt of claim 
papers. 

Q.—Within what time? A.—If we 
receive the- claim papers today the 
cheque would be sent within 24 hours. 

Q.—The cheque is sent within 24 
hours of the receipt of the claim pa- 
pers in proper order? A.—Yes. 

Q.—Is that conditional on getting 
a nice letter from the person you are 
paying it to? A.—No. 
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Q.—Or is that done uniformly? A. 
—Uniformly. 

Q.—Do you pay any commissions on 
renewable business? A.—Yes. 

Q.—Is that a basis on which you 
are still employing agents? A.—_No, 
we give no guarantee of renewal com- 
missions, 

Q.—What do you mean by that? A. 
—wWell, the agents are employed some- 
times with a guarantee of a renewable 
commission for a term of years, even 
if they are with the company or away 
from the company or in the event of 
their death. We retain the renewal 
commissions for the company. 

Q.—You say that it is a common 
practice, or am I wrong in saying it 
is a common practice? A.—It is a 
usual practice. 

Q.—For companies employing an 
agent to guarantee to him a certain 
amount of commission on his renewal 
business? A.—yYes, for a term of 
years. 

Q.—For 5°or 10 years, or to enter 
into some contract of that nature with 
him? A.—Yes, 

Q.—That is not a contract that you 
entered into? A.—No. 

Q.—What do you do in that regard ? 
A.—We simply don’t do it. 

Q.—You give him a renewal commis- 
sion? A.—While he is an agent and 
the business is satisfactory. 

Q.—Then does he receive renewal 
commissions after he ceases to be an 
agentP A.—No. 

Q.—When your agent: leaves you, 
does the new agent who takes his work 
get that commission?  A.—It all de- 
pends on the volume of business he 
guarantees. 

Q.—The new agent? A.—Yes, if he 
will. guarantee a certain volume og 
new business we would give him the 
renewal commission on the old busi- 


ness. In other words, the company 
controls it, it is the company’s pro- 
perty. 


Q.—You use it as a basis of making 
a contract in order to get a good vo- 
lume from him? A.—No, we do it 
because we think it is the property of 
the company. 

Q.—You use it as an asset of the 
company in dealing with your new 
agent as to the contract you are going 
to make with him?, A.—Or in other 
words, we don’t want anyone to have 
an annuity. 

Q.—Is that practice common? A.— 
I don’t know. We practice it. 

Q.—Do you make advances to agents 
before they are earned? A.—Yes. 

Q.—Is that a common practice with 
insurance companies? A.—Yes. 


National Life. 
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().—Why is an agent paid any money 
before he earns it? A.—Well, per- 
haps I did not answer that question 
quite right. We make no advances 
to agents in advance of the services 
rendered. Quite frequently an agent 
will have business to his credit in 
which the notes are current for the 
premiums. We make advances then 
on account. 


Q.—Is there any method that you 
adopt in order to secure payment from 
these agents in / 4se the commissions 
should not be earned? A.—Oh, wea 
always receive a bond. 


Q.—What bond? A.—We have a 
regular form. 

Q.—Is it a bond given by some guar- 
antee company or by friends ? A.— 
Friends, I suppose. 


Q.—Each agent must give you some 
bondsman? A.—Satisfactory to us. 
We sent you a copy of the bond form. 


Q.—Have you had to rely on that 
bond? A.—Yes. 

Q.—And have you had any losses in 
that way? A.—Not during the past 
year and a half. 

Q.—Would it not be possible to 
carry on the business without these 
large advances to agents that some 
companies make? A.—I think so, 
yes, by paying the agent a salary. 

Q.—Do you know of any other com- 
panies that are paying agents a sal- 
ary? A.—Yes. 

Q.—Are they many? A.—No. 

Q.—How many? A.—I only know 
of one, in Canada. 

Q.—Is there any objection to giving 
us the name of that one? A.—I would 
prefer not to. 

Q.—We will probably find it out in 
another way. Have you contracts with 
your officers regarding their remuner- 
ation? A.—wNo. 

es. thought that there was a con- 
tract “with the medical director for 
some 4 or 5 years? A.—Not to my 
knowledge. I never heard of it. 

Q.—I notice that in the minutes of 
the shareholders it states that $400,- 
200 of the company’s stock had been 
subscribed and $93,000 paid, of which 
$18,000 was contingent fund account. 
What does that consist of P A.—That 
is before my time. I know nothing 
about it, sir. 

Q.—Is there any account in the 
books that would be the result of that 
contingent fund account? A.—No, sir 
not that I am aware. 

Q.—Would it be premium on stock 
do you suppose? A.—It may have 
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been that. 
find out. 

Q. You have nothing in your mind 
that would answer that description? 
A,—wNo: 

Q.—Here is the minute about the 
medical director. .‘‘That Dr. A. A. 
Macdonald, who has been appointed 
chief medical officer of the company, 
be engaged on an agreement to be 
prepared by the solicitors, for a period 
of 5 years commencing the Ist day of 
June, 1899, at a salary of $600 the first 
year, $1,000 for the second year, and 
an increase to be given if and when 
the directors think the business and 
duties of the chief medical officer war- 
rant it. Draft agreement to be sub- 
mitted to the Execuivce Committee.’’ 
Later I think the draft agreement was 
submitted if I remember rightly. Do 
you know whether that resolution on 
June 380th, 1899, correctly sets out the 
arrangement? A.—This is the first I 
ever heard of it, there is no agreement 
in existence now. 

Q.—What is his remuneration now? 
A.—$1,000 a year. 

Q.—There would be no reason that 
you can think of why a contract for 4 
or 5 years should be made with a medi- 
cal director? A.—No. 

Q.—What provincial advisory boards 
have you now? A.—Not any. 

Q.—Why were they ever created? 
A.—I fancy to secure the influence of 
these gentlemen in the several locali- 
ties. 

Q.—Were they formally disbanded 
or you simply don’t refer to them now, 
ceased referring to them in your liter- 
ature, that is what it practically 
amounts to, is it not? A.—Yes. 

Q.—They were there merely, I sup- 
pose, for reference as to good char- 
acter and so on? A.—Yes. 

Q.—Advertising purposes? A.— 
Exactly. 

Q.—There are no fees paid to them 
at the present time? #A.—No, our 
directors are not receiving any fees 
just now. 

Q.—No directors’ fees are being paid 
at all nowr ~ A.—No, sir. 

Q.—Since when was that estab- 
lished? I know it was $5 a meeting 
paid usually? A.—There was _ not 
anything paid for 1905. Nothing to 
date this year. 

Q.—Is that pursuant to any resolu- 
tion? I have seen none in the min- 
utes about it? A.—No resolution. A 
mutual understanding. 

Q.—A mutual arrangement to keep 
down expenses, I suppose? <A.—Yes. 

Q.—Until the probation period is 
over?» A.—Yes. 


I could look it up and 
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Q.—Then I notice that on February 
7th, 1905, the report of W. T. Stan- 
den, of New York, consulting actuary, 
was presented to the meeting? A.— 
Yes, that was before I took charge. 

Q.—Is W. T. Standen the present 
consulting actuary of the company? 
A.—No. 

Q.—Who is the consulting actuary? 
A.—We haven’t any. 

Q.—Have you any actuary of any 
kind, consulting or Dermat in the 
office? A.—No. 

Q.—Is it possible for an insurance 
company to get along without an act- 
uary? A.—Yes. 

Q.—For how long? A.—Well, we 
are considering the question now of en- 
gaging one. 

Q.—I suppose it becomes very ma- 
terial when vou come to distribute pro- 
fits? A.—Yes. 

Q.—How do you fix your rates for 
insurance ? A.—They were all ar- 
ranged by an actuary. We have not 
changed our rates. 

Q.—Was Mr. W. T. Standen the 
man who mt ute rates for the com- 
pany? A.—N 

Q.—Who ase A.—I have forgot- 
ten his name. I could get it for you. 
It was before my time. 

Q.—Is this the report of Mr. Stan- 
den, February 7th, 1905? $A.—Yes. 

Q.—There are some parts only of 
this that I care to read. There are 
some parts of it probably that are not 
material. We will have a copy made 
showing the parts we are using. In 
the 2nd paragraph of this report he 
says: ‘‘An examination of your state- 
ment of course makes it clear at first 
glance that had it not been for a for- 
tunate investment made by you in 
what is to be known as your home of- 
fice building, the capital of the com- 
pany would have been practically ex- 
tinguished. Under such circumstances 
it is, of course, very natural to sus- 
pect gross faults of management coup- 
led perhaps. with reckless expenditure. 
I am glad therefore to be able to report 
that the management has not been at — 
fault in any such manner.’’ What 
is his reference there to the home of- 
fice building? A.—In what respect? 

Q.—He speaks of a fortunate in- 
vestment. How does it appear as a 
fortunate investment in your books? 
A.—That was under Mr. Matson’s 
management. I would rather not 
criticise his management. 

Q.—I am not asking you to do that? 
A.—I would have to do so to properly 
answer your question. 

Q.—To that extent I will have to 
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ask you to do so if that becomes neces- 
sary. When was the building bought? 
A.—Mr. Rogers perhaps can tell you 
that. 

Q.—December, 1904, Mr. Morris tells 
me the transaction was completed? A. 
—Yes. 

Q. Lear 500 I think you paid for it 
originally, and do you know what has 
been paid on the building since? A. 
—The alterations? 

Q.—Yes? A.—I could not give it 
you off hand. I could give you a de- 
tailed statement the same as furnish- 
ed to the Insurance Department. 

Q.—Mr. Rogers says there was some 
$40,000 more spent on it? A.—More 
than that, I think. 

Q.—Probably we had better have 
that account? A.—The value of our 
head office building was fixed by arbi- 
tration, at the suggestion of the In- 
surance Department in November last. 

Q.—Yes, I was going to drop that 
subject until you got that account? 
A.—It looked like a doubt, as if some- 
thing was not right about our build- 
ing. 

Q.—I am glad you mentioned this 
if you thought that, because that is not 


the point that I was thinking of bring- | 


ing out at all. The matter that was 
in my mind was as to the one factor 
that went to help you to get over this 
period that is a hard period for every 
young company by reason of the high 
reserve you must put up and the large 
expense of getting business, and that 
was one factor that helped this com- 
pany out, the profit on that transac- 
tion? A.—The profit was put on, but 
it was written off again. . 

Q.—The whole of it? A.—I would 
not say for sure. 
 Q.—I think it still left something 

and that was one item which helped 
you out. I am not saying you put it 
in at_a dollar more than it was worth, 
because it was valued again later on 
at the request of the Department? A. 
—Yes. 

Q.—Then he goes on: ‘‘The only ma- 
terial increase is in the inevitable com- 
pensation to agents and such items as 
relate directly to the cost of procur- 
ing business, including salaries paid to 
agents, their commission, rents, al- 
lowances and travelling expenses.”’ 
That is one of the items that you set 
yourselves hard to work to bring down, 
WAST t 1b ten A= 68. 

Q.—And you feel that you have suc- 
ceeded fairly well, don’t you? A.— 
Yes. 

Q.—Tell me what’ means you adopted 
to do that without giving any particu- 
lar detail of a private nature as to any 
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agent? A.—We reduced the schedule 
of commissions and we cut off a num- 
ber of contracts that were unprofit- 
able. 

Q.—Agents’ contracts? A.—Yes. 
And reduced our travelling expense ac- 
count. Wherever we could cut our 
expenses down they were cut down. I 
cannot give any other information 
about it. 

Q.—Was it all part of the same 
scheme to keep down the expenses, that 
you wrote a great deal of term insur- 
Aas | A.—That did not affect it at 
all. 

Q.—It did not affect the actual ex- 
penses but it affected your progress as 
a company, did it notP A.—Oh yes, 
we had not so large a reserve to put 


p. 

Q.—That was decided on at the same 
time as you were making these changes 
as to compensation to agents? A.— 
Yes. 

Q.—That is what I was referring to, 
and you have told us how your change 
with agents has worked out? A.— 
Yes. 

Q.—You think that insurance can be 
carried or at less cost? A.—Yes. 

Q.—Than has been shown by the 
old history of the National Life at any 
rate, and by other companies? A.— 

es, 

Q.—And you are going to give it a 
fair trial? | A.—Yes. 

Q.—Then do you consider that the 
change to_a term period was in the 
long run beneficial, or was it something 
that was necessary by reason of the 
high reserve that you required to keep 
up? A.—Oh, I like the higher prem- 
ium the best. 

Q.—That would be an ordinary life 
policy? A.—Or endowment. 

Q.—Any other kind ss a term? 
A.—Yes. 

Q.—As I understand a term policy, 
it is a policy that is taken out and the 
insured pays merely for the insurance 
during a certain number of years? A. 
—This policy we write is not that kind 
of policy at all. It is what is called 
a 5 year option policy. We sent over 
a sample of it. It provides that at the 
expiration of the 5 year period, or 
sooner if the assured likes, he may 
change it to an ordinary life, an en- 
dowment or a limited pay, and. the 
rate for the change is stated right.in 
the policy. A 5 year term policy is 
purely like a fire insurance policy, it is 
for a period of 5 years. This is re- 
newable. 

Q.—If vou speak of the term policy 
in the ordinary sense, it means a per- 
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iod for a certain number of years and 
at the end of that timeP A.—The 
insurance ends. 

Q.—And there is no value in the 
policy? A.—No, that is not the pol- 
icy we write. 

Q.—What you have done is to take 
that policy as a basis and then add to 
it provisions in favour of the insured? 
A.—Yes, guarantees. 

Q.—A guarantee as to what insur- 
ance you will give him at the end of 
that time if he cares to continue, in 
some other form of policy? A.—Yes. 

Q.—The rate you charge during that 
5 years is not uniform, but the new 
rate is shown in your policy? <A.— 
Yes. 

Q.—Does he get at the end of that 
five years any cheaper insurance than 
he would have got had he not taken 
the term policy? A.—Oh yes. 

Q.—lIs that based upon any actuarial 
calculation? A.—Yes. 

Q.—By whom? A.—I think Mr. 
Standen prepared that. JI think he 
prepared the rates. 

Q.—How long has that policy been 
in existence? A.—Well, the company 
had the policy before I took charge, 
but there was very little business writ- 
ten on that form. 

Q.—And your change was to make 
more use of that policy than the com- 
pany had in the past? A.—yYes, Mr. 
Standen recommended us to do so. 

Q.—Then you say that you would 
prefer the ordinary insurance, but that 
by reason of the high reserve it re- 
quires a large payment into the com- 
pany of money in order to answer to 
that reserve in the young stages of the 
company ? A.—Yes, but it does not 
make any difference whether the com- 
pany is young or old. 

Q.—I mean the company would have 
to use its surplus otherwise but when 
there is no surplus it must actually 
pay the money in? A.—Yes, but we 
have a surplus, Mr. Tilley. 

Q.—No surplus sufficient, would that 
be right? A.—We have a "surplus suf- 
ficient for our own use just now. 

Q.—Have you a surplus sufficient for 
your own use now to put up the re- 
serve without this money that is being 
paid in by shareholders? A.—Oh no, 
we would have to use a portion of that 
temporarily. 

Q.—And your change has obviated 
the necessity for paying any more in 
premium in the same way? A.—Yes. 

Q.—Doing that or issuing more 
stock. Do you regard the reserve as 
being necessary for a young company ? 
A.—Yes. 
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Q.—To the extent to which the pre- 
sent law requires it to be kept upP A. 
—Yes. 

Q.—Do you think that it is hard on 
a young company? A.—Yes, it is hard 
on all companies. 

Q.—Well, on the young company in 
particular? A.—Yes. 

Q.—Or probably on the shareholders 
in the young company? A.—Yes, that 
is right. 

Q.—Then would you favor any 
change whereby a less reserve would 
be required in the first years of a pol- 
icyP A.—yYes. 

‘Q.—And a higher reserve in the later 
years of a policy? A.—If we were 
allowed to put up a term reserve on 
the first year it would be all right. If 
you take the lapses, there is such a 
large volume of business on the books 
one year and off the next, and tem- 
porarily you have this large amount 
of reserve up there. 

Q.—And notwithstanding the neces- 
sity for putting up that reserve the 
companies will go after these first year 
policies? A.—Yes. 

Q.—Do you think letting them do 
that business without any reserve 
would tend to increase or diminish 
that trouble of lapsed policies at the 
end of the year? A.—I think it would 
be a serious mistake to waive the re- 
serve. 

Q.—A serious mistake to waive the 
reserve entirely? A.—Yes. 

Q.—Would you drop it at all, is not 
that, a little deterrent on this first 
year’s business? A.—The term reserve 
would be ample I should think. What 
T mean by the term reserve, if we could 
treat each policy as a term policy the 
first year, and if renewed then a re- 
serve on the 33 basis. 

Q.—Would not that tend, if you 
could take chances on a policy lasping 
at the end of the year, to increase this 
writing of policies that go out of ex- 
istence as soon as one premium is 
paid? A.—I don’t think it could be 
any worse than it is now. 

Q.—Well, probably that is so. Then 
Mr. Standen says: ‘‘I do not think it 
is necessary for me to say anything 
further in relation to such items as 
come under the head of general office 
expenses, because I do not find that 
these expenses are excessive in any way 
On the contrary everything pertain- 
ing to your home office and its man- 
agement is conducted on a modest and 
economical basis and it seems quite 
evident that home office expenses 
could not be decreased without loss 
of dignity and prestige to the com- 
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—Yes 

Q.—And do you say you have cut it 
aown lower still? A.—Yes. Our 
head office expenses are not lower. 

Q.—This referred merely to the head 
office expenses. ‘‘Starting business as 
you did in the fall of 1899, when the 
conditions of competition for new 
business were the keenest and when 
the cost of. securing a _ reasonable 
amount of business was at its highest, 
it was a foregone conclusion that the 
company would have to sink almost 
all, if not the whole, of its capital in 
the purchase of a plant with which to 
carry on a successful business before 
it could hope that the returns from 
such business would permit a reduction 
in the impairment of capital and its 
final restoration.’’ I suppose that 
is not Mr. Standen’s idea only; it is 
every. person’s idea about a company 
starting on the conditions that ex- 
ist here, there must be impairment 
of capital or money paid in by share- 
holders for premium? A.—Yes. 

Q.—From what you have said you 
would not have a mutual company or 
be associated with it at all, would you? 
A.—No. 

-Q.—You would not consider it wise 
in any way to transfer a stock com- 
pany to a mutual company after that 
period had passed when the capital 
is required? A.—Oh, no. 

Q.—Why would not a wholly mutual 
company be successful or proper from 
your standpoint? A.—Because I take 
the opposite view. 

Q.—Why? A.—A mutual company, 
as a rule, is conducted by a few men! 
who hold the proxies; the policyhold- 


ers do not control the company. 


Q.—Do you say that the control of 
a mutual life insurance company is in 
a few hands? A.—Yes. 

Q.—Is that objectionable? A.—Un- 
less they have some of their own money 
at stake. 

Q.—The policyholders have more 
money at stake than the shareholders 
in the ordinary company? A.—Yes, 
but they don’t take any interest in 
running the company and you could 
not get them to. 


Q.—How does it come that the con- 
trol of a mutual company gets into the 
bands of a few? A.—Well, they must 
have a management and you cannot be 
changing your management each year, 
if yon want to have a successful busi- 
ness. And it is quite natural for 
the management to become more pow- 
erful each year. 

Q.—You think that the management 
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have power to get the vote in for them- 
selves ? A.— Yes. 

Q. —Better in a mutual company 
than in a stock company? A.—Yes, 
and the man who has his capital in- 
vested will take a greater interest 
than the man who has not any capi- 
tal. 

Q.—Mr. Standen says: ‘‘Upon the 
amount of business which you have in 
force, and considering that it is of 
such recent issue, you ought not to 
have actual death losses of more than 
from $35,000 to $40,000. Instead of 
that they have aggregated about $80,- 
000. An unexpected burden upon the 
company of between $40 and $45,000.”’ 
Do you agree with that statement? 
A.—I have never given it any thought. 

Q.—Has there been a heavy death 
loss in your company? A.—Not un- 
usually so. 

Q.—He speaks of it as instead of 35 
to 40, that it has been $80,000, in 
1905, the time he wrote his report ? A. 
_The death losses were not that 
amount in 1905. That was during the 
history of the company, the death 
losses. 

Q.—Oh yes, up to 1905 I should have 
said. Have you not considered that 
phase of his report? A.—Well, to be 
perfectly frank, I would have to criti- 
cise my predecessor to answer these 
Beeson i which I would rather not 

O. 

Q.—Do you agree with this state- 
ment of Mr. Standen’s? A.—WNo. 

Q.—I do not want to have it a mere 
personal matter between any persons, 
but I would like to find out whether 
you consider these death losses to be 
high or low? A.—Well, if you will 
pardon me I would rather you would 
question our secretary who was associ- 
ated with the company during all 
those years and who knows more about 
it than I do. 

Q.—I am told that this death loss 
is not a great deal more than what 
might be expected? A.—I agree with 
you. 

Q.—Then you disagree with the re- 
port? A.—Yes. 

Q.—Then the report is in that re- 
spect probably a little misleading? A. 
—Yes. 

OL am told that the death loss 
that might be expected would be about 
$70,000? A.—Yes. 

Q.—And yours was $80,000, a little 
higher than might be expected, pro- 
bably? A.—Yes. 

Q.—Then he goes on to say in an- 
other paragraph: ‘‘I have made a 
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critical examination of all the papers 
pertaining to each and every one of 
the death claims against the National 
Life and a careful inspection of the 
original application, and although the 
death claims aggregate 45 in number, 
there are only two cases where the wis- 
dom of accepting the application in 
the first place would seem=to be open 
to any question at all.’’ So that he 
does not seem even in his view of the 
death loss, to criticise the medical de- 
partment in connection with that? A. 
NO: 

Q.—He says further, ‘‘It seems to 
me, however, that too many contracts 
have been made with men of not suf- 
ficient standing and ability to produce 
results, and while they have been dis- 
pensed with as soon as their failure has 
been recognized, they have as experi- 
ments, been rather costly to the com- 
pany.”’ What care is exercised in 
the appointment of agents? A.— 
Now? 


Q.—Yes, now? A.—We never ap- 
point an agent without getting satis- 
factory references. 

Q.—From whom? A.—From people 
residing in the locality where the agent 
lives. 


Q.—How do you follow up the refer- 
ences? A.—We write direct to them. 
We obtain a commercial report, a 
Bradstreet or a Dun report. A bond, 
And our appointments are all con- 
firmed by the Executive Committee. 
No appointment is in effect until ap- 
proved by the Executive Committee. 
Those are our precautions. 


Q.—Is it difficult to get good agents? 
A.—lIt is always difficult to find a good 
salesman, yes. 

Q.—And has your company exper- 
ienced that difficulty? A.—We are 
going along very nicely. 

Q.—Is what Mr. Standen says here 
true, that there were agents who 
should never have been employed? A. 
—Yes. 

Q.—In what respect would that in- 
jure the company? A.—Make the 
cost of business too great. 

Q.—Why? A.—They were paid too 
high a commission. 

Q.—And were high commissions paid 
by the National Life? A.—Yes. 

Q.—How high? A.—Some men were 
receiving 75 per cent. on an ordinary 
life or a 20 pay life policy. 

Q.—75 per cent. of the first year’s 
premium as commission? A.—Yes. 

Q.—Men who had no office expenses 
to pay? A.—We paid the office ex- 
penses. 
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Q.—Would he get renewal prem- 
iums? A.—Yes. 

Q.—What renewal premiums? A.— 
74 per cent. 

Q.—He would get 75 per cent. of the 
first year premium and 73 per cent. on 
renewal premiums and you paid his 
office rent. That is very high is it 
not? A.—lIt is not in existence now. 

Q.—But that was a very high com- 
mission? A.—Yes, we thought so. 

Q.—Were there many contracts such 
as that? A.—No, there was one. 

Q.—Is that an unusually high com- 
mission to pay compared with what 
companies are paying at the present 
time? A.—I am not aware of what 
our competitors are doing just now. 

Q.—Oh yes, you have a pretty good 
knowledge of what your competitors 
are doing? A.—No, some of them 
tell us they are paying small commis- 
sions. 

Q.—But you do not take that inP 
A.—We have to believe them until we 
know otherwise. 

Q.—You could not say whether other 
companies have as high commissions as 
that ‘or’ not? | A:—Oh “yes, -Esthink 
there are companies who pay higher. 

Q.—There are companies that pay 
more than 75 per cent. of the first year 
and 74 on the renewal? A.—yYes, I 
would not say anything about the re- 
newal. I know of companies that pay 
more than 75. 


Q.—Do you mean to say that there 
are companies that give away the whole 
of the first year’s premium? A.— 
I have heard of such transactions. 

Q.—Does your company make any 
allowance to agents if they have to give 
a rebate to the issuer? A.—No. 

Q.—Have you ever done such a 
thing? A.—Not to my knowledge. 
We never go higher than the commis- 
sion mentioned in the contract. 


Q.—The commission mentioned in 
the contract with your agent? A.— 
Exactly. 

Q.—But when your agent comes to 
you and says, I think I can land a cer- 
tain policy but I have got to give a 
rebate of a certain amount, don’t you 
ever make some allowance? A.—No, 
the commission is the highest we pay. 
That is the commission mentioned in 
the contract with the agent. That is 
the limit. 

Q.—How do your rates compare with 


other companies? A.—They are 
slightly lower. . 
Q.—Why it that? A.—I don‘t 


know. I wish they were higher. 
Q.—Does competition compel you to 
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be a little lower at the commencement ? 
A.—No, these rates were fixed before 
I took charge of the company. We are 
re-arranging them now. 

Q.—To get them a little lower still? 
A.—A little higher. 

Q.—You think they should be high- 
er? A.—yYes. 

Q.—Who is doing the re-arranging 
now? A.—Mr. Sparling, our secre- 
tary. 

Q.—Is he competent to do that? 
A.—Yes, we will submit them to an 
actuary before they are actually put 
into force. 

Q.—Do you think that your rates 
charged have been too low? A.—Yes, 
we should receive the same premium as 
other companies. 

Q.—And then in this report he makes 
the recommendation as to changing 
the character of the policy that you 
should endeavour to issue? A.—Yes. 


Q.—Where you decide to write one 
policy more than another, do you is- 
sue any circular to your agentsP A. 
—Just write them a letter or two. 

Q.—Or do you change their rate of 
commission, and then leave that to 
work out its own cure? A.—We re- 


duced the rate of commission on that . 


plan. 

Q.—Then you do issue circulars to 
your agents giving your view as to the 
policy they should try to write? A.— 

es. 

Q.—I wish you would let us see that? 
A.—That will be among our correspon- 
dence. 

Q.—Probably you could show us an 
example this afternoon? A.—Yes. 

Q.—Now he points out in this re- 
port what you have mentioned. That 
the limited payment life and the en- 
dowment policies are the best, but that 
the company must resort to term or 
some modification of term insurance if 
it is going to do what is best in the in- 
terest of the company at its ageP A. 
—Yes ,that is right, a certain portion 
of the ‘business, not all the business. 

Q.—A certain part of it in order to 
keep down the reserve? A.—Yes. 

Q.—Is the issue of that sort of pol- 
icy in the interest of the policyhold- 
er? A.—Yes. 

Q.—You think soP A.—Yes. 

Q.—Have you received any com- 
plaints by persons not understanding 
that transaction? A.—Not one. It 
is all set out in the policy. 

Q.—But they never read the policy 
you told us? A.—Well, before they 
would make a complaint, they would 
probably look over the policy. 

Q.--To find out where they stood? 


National Life. 
(A. J. Ralston, Ex’d.) 


A.—They may have looked it over and 
not found anything. 

Q.—I suppose the term has not ex- 
pired on any of those policies? A.— 
Oh yes. 

Q.—Have any of them been changed 
to ordinary policies? A.—Yes, we 
have not lost one of them, they have 
all renewed. 

Q.—Then I see there is a recommen- 
dation as to selling additional capital. 
Is that the time the capital was is-- 
sued? A.—Since then. 

Q.—And that additional capital was 
all taken up was it? A.—All taken 


Q.—I will put in an extract from 
Mr. Standen’s report, but not the re- 
port itself (Exhibit No. 160.) 

Do you know whether this is your 
profit and loss statement as finally set- 
tled? A.—yYes, this it is.” I know 
the handwriting of the accountant 
(Exhibit 162.) 

Q.—Copies will be made and I can 
take up something else in the mean- 
time. Is this the form of your loan 
agreement? (Exhibit 161.) 

Q.—Paragraph 3 reads this way: 
‘Although it is not intended that said 
company shall demand repayment of 
said loan under ordinary  circum- 
stances and provided the interest be 
duly and promptly paid till the death 
of the assured or maturity of the pol- 
icy, it reserves the right to do so on 
giving 3 months’ notice in writing 
demanding said repayment.”’ Tell 
me what the object is of putting in a 
clause that gives the company the 
right to demand repaymentP A.— 
Well, that form was prepared before 
I was in charge of the company and 
I am not familiar with that. 


Q.—Would you change it? A.—I 
would refer that to the solicitor of the 
company. 

Q.—You are going to insist on put- 
ting that on Mr. Marsh? A.—Yes, 
sir. 

Q.—I am not saying that it is an 
extraordinary clause, because we have 
seen it in others, but I would like to 
know why companies use it, if you 
can explain it? A.—No, I cannot. 

JUDGE MacTAVISH: That loan 
would be apparently a loan until the 
death of the assured. 

MR. TILLEY: The _ policyholder 
would have the right to continue it 
that long. It is a loan that is amply 
secured is it not? A.—yYes, by the 
legal reserve. 

Q.—So long as the interest is 
promptly paid there cannot be any 
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fear of loss to the company? A.—No 
loss. 

Q.—Then do you know of any rea- 
son why the company. should reserve 
the right to demand it? A.—I will 
have to refer you to the solicitor for 
that. 

Q.—Then paragraph 5: ‘The said 
company before acceptance of any pre- 
mium to become due on said policy re- 
serves the right to require payment 
of any interest .due and unpaid on 
said loan and of any expense incurred 
by reason of such non-payment and to 
decline to receive the said premium 
until said interest and expenses are 
paid.’”’?’ Do you know why that clause 
is put inP A.—No. 

Q.—I was wondering why the com- 
pany would need that for its protec- 
tion? A.—Mr. Marsh would know. 


Q.—This reads in this way: ‘In 
the event of default in payment of 
said interest or said loan or of any 
premium of.said policy for one month 
after same shall respectively become 
due, said policy shall be deemed to be 
and shall be in fact, at the option of 
said company, surrendered to said 
company without any notice or act 
by either party hereto, at the cus- 
tomary surrender value then allowed 
by said company for the surrender of 
policies of its class, said company to 
be lable to the policy for the return 
of the balance of cash surrender value 
after deducting said loan, interest and 
any expense incurred thereon.’’ Do 
you know why that clause is there? A. 
—I will have to refer you to the so- 
licitors on that. 


Q.—I suppose every new company 
starts out by having a look at the 
forms used by other companie™® A. 
—I fancy so. 

Q—And this might be the result of 
an investigation of other forms used 
by other companies? A.—Probably. 

Q.—That being so we will put this 
in as a copy of what you are using. 
(Exhibit 161.) So far as you know 
there would be no special consider- 
ation given to the form of the policy 
loan agreement by the directors of 
the company? A.—No. 

Q.—Probably their only anxiety be- 
ing to get one that would be uniform 
with the others? A.—Yes. 

Q.—I see nothing about it in the 
minutes of the company. Do you is- 
sue books in which you estimate the 
profits and surplusP A.—Yes. 


Q.—How would you get up such a 


book as that? A.—You have them 
right there in your hand. 
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Q.—Do you know who prepared 
them? A.—The actuary. 

Q.—Who was he? A.—I have to 
find out his name for you. 

Q.—It is the same actuary who 
prepared the rates and estimates of 
profits? A.—Yes. 

Q.—Do you know whether you will 
be able to live up to the estimates? 
A.—We expect to. 


Q.—Have you reason to think you 
will? A.—Yes. 

Q.—I understand that the estimates 
that you have used are practically the 
same as other Canadian companies 
whose business has been in force for 
some time? A.—I could not answer 
that. 3 

Q.—You do not know about that? 
A.—No, I think that in some cases 
they are lower. 

Q.—And in some cases a little high- 
er, are they not? A.—I am not aware 
of it. 

Q.—Do you approve of issuing esti- 
mates of profits? A.—No.~ 

Q.—Is it not particularly bad in 
the case of a young company where it 
has no record or experience on which 
to base estimates? A.—They have 
the experience of other companies. 

Q.—But different companies get dif- 
ferent results do they not? A.—Yes. 


Q.—And there is no way of com- 
paring the management of a new com- 
pany with the management of these 
old companies? A.—The actual ex- 
perience of the company will answer 
that. 

Q.—And therefore an estimate be- 
fore the company has had any experi- 
ence at all would be rather improper 
in the case of a young company, 
wouldn’t you say? A.—No. 

Q.—You think not? A.—No, it is 
quite proper. All companies do it. 

Q.—You think all companies should 
not do it? A.—I would be glad to 
see the estimates wiped out. 

Q.—Do you think that companies 
should be prevented from issuing es- 
timates? A.—Yes. 

Q.—Estimates of any kind? A.— 
Yes. 

Q.—Not merely misleading  esti- 
mates? A.—AIl kinds of estimates. 

Q.—Why do you think that, why is 
it so harmful as that in your opin- 
ion? A.—Well, estimates have been 
very seldom realized. They have been 
disappointing. 

JUDGE MacTAVISH:~ They have 
never been exceeded, I suppose? A. 
—Never exceeded. ; 
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MR. TILLEY: From the experi- 
ence of other companies for the last 
20 years, do you anticipate that the 
profits will be as good in the next as 
in the last 20? A.—They ought to 
be after this Commission is through. 


Q.—Were you depending upon that 
when you made your estimates? A.— 
No. 


Q.—I suppose that you have got to 
issue estimates that will attract the 
proposed insurer by way of competi- 
tion with other companies? A.—You 
must, I suppose. 

Q.—You could not issue a book show- 
ing your estimates of surplus or of 
profits to be lower than your rival 
companies? A.—We should do so if 
we did not think we could earn as 
much. 


Q.—But you would not issue the 
book at all if you had to do that, 
would you? A.—Oh yes, we would, 
only we would advocate some other 
plan of insurance instead of an in- 
vestment policy. 

Q.—You would not attempt to push 
that line of insurance? A.—No. 

Q.—If you want to get that line of 
assurance, these estimates are simply 
advertising matter? A.—To some ex- 
tent yes. 

Q.—And for that reason you do not 
advertise them broadly but keep them 
in some book which is the agents’ 
property? A.—Exactly. 

Q.—Do you know anything about 
the system adopted in Great Britain 
in that regard? A.—No. 

Q.—You cannot speak of it at all? 
A.—No. 

Q.—I am told, Mr. Ralston, that 
your company issued during the 12 
months ending 3lst December, 1904, 
$1,474,504 of insurance? A.—Yes. 

Q.—And that of that there were not 
_ taken $45,500 of insurance, or about 
3 per cent.? A.—Yes. 

Q.—And lapsed in the next year 
$385,000 or 26 per cent.? A.—Yes. 


Q.—That is the lapsed and not tak- 
en policies would constitute 29 per 
cent .of all the insurance written that 
year? A.—Yes. 

Q.—Isn’t that rather high? A.—It 
is rather favorable. 

Q.—What would be a fair percent- 
age? A.—50 per cent. gain is consi- 
dered a very fair one, a very large 
one. 

Q.—What do you mean by a gain 
of 50 per cent.? A.—A gain of 50 per 
cent. of the business written ? 

Q.—That is, you do not expect 50 
per cent. of the business written to 
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lapse? A.—I am taking the whole 
business for one year. 

Q.—But this is 29 per cent. of the 
business written in 1904? Oh, no, 
that is a mistake. Let me see if I 
understand your question, do you mean 
that out of this business that we lapsed 
29 per cent. of it? 


Q.—Yes? A.—Well, that is abso- 
lutely wrong. 
Q.—Why? <A.—We did not lapse 


29 per cent. out of the business writ- 
ten in the one year. 

Q.—Let us look at the Blue Book of 
1904. New policies issued in 1904 
amounted to $1,474,594, that is right? 
A.—Yes. Oh, I thought you were 
dealing with 1905. I asked you that. 

Q.—No, I took the business of 1904 
and then I followed that business into 
the year 1905 and I think I find that 
29 per cent. of it lapsed or was not 
taken in that year? A.—I am not 
familiar with that I thought you were 
referring to the 1905 business. 

Q.—Then you cannot say whether 
the 29 per cent. of the 1904 business 
lapsed or became not taken in 1905 
or not? A.—Well, that would be cor- 
rect I fancy. J 

Q.—Would you say that was high or 
low? A.—TI would like to see it lower, 
yes. 

Q.—It should be lower? A.—If we 
could make it lower it would be. 

Q.—You are getting it lower? A. 
—-Yes. 

Q.—By this change you have men- 
tioned in the way of employing agents, 
and so on, you will have it lower? A. 
—We expect to, yes. 

Q.—How is it that there are so 
many not taken policies, what does 
that mean? A.—Ours are very small. 

Q.—I did not intend to say that 
it was large although I may have 
given that impression? A.—A_ not 
taken policy is one on which nothing 
has been paid and our percentage is 
small. 

Q.—Your large amount is in the 
lapses? A.—Yes. 

Q.—Why should there be so many 
not taken policies in any company? 
A.—Well, some companies handle that 
feature differently. We do not ac- 
cept an application unless there is a 
settlement of the premium with the 
application, either by a note or pay- 
ment. 

Q.—A not taken policy is a policy 
on which nothing has been paid? A. 
—Yes. 

Q.—And your proportion of not tak- 
en policies is low? A.—Yes. 
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Q.—But your percentage of lapsed 
policies is rather high? A.—Yes. 

Q.—MR. LANGMUIR: What it the 
method of dealing with that? When 
an agent sends in an application for 
a policy, do I understand that you 
write that policy and send it to the 
agent and ask him for payment of 
the premium? A.—Our system is 
this, that when the application comes 
into the office, there is a question in 
the application blank which reads like 
his, ‘‘Have you paid any part of the 
first premium? If so to whom?” If 
that question is not properly answer- 
ed we hold the application in abeyance 
until a proper answer is received. We 
do not write a policy unless we have 
a settlement or know the settlemént 
at the time.the application is being 
considered. 

MR. TILLEY: How is it then that 
you have any not taken policies if that 
is the case? A.—Oh, well there is 
bound to be a case here and there. 

Q.—Is it or is it not a fact that in 
the insurance business these not tak- 
en policies are written for the purpose 
of swelling the new business in the 
year? A.—I have never had any ex- 
perience in that line. I give you that 
under my oath. I have heard of those 
things but I have never had any ex- 
perience in them. 

Q.—If one finds ,the not taken in- 
surance to be large it would be open 
to that suspicion > A.—And it might 
be that the company employed an 
agent that it should not employ. 

Q.—One would think that your 
method would be the correct one, in 
not issuing the policy until something 
had been paid? A.—TI think so, yes. 

Q.—But that is not a rule that is 
adopted uniformly in life insurance 
companies P A.—I think the com- 
panies are beginning to consider that 
question. It costs money to issue a 
policy. 

Q.—And other companies are doing 
the same thing, you think? ASI 
think so. 

Q.—Then this is your profit and loss 
statement for the year 1905? A.— 
Yes. (Exhibit 162.) 

QO. see that your loading on the 
first year’s premiums was $12,692.01? 
A.—Yes. 

Q.—And the net expected death loss 
was $7,559.25? A.—That was the ex- 
pected. 

Q.—You had no losses that year? 
A.—None. 

Q.—That would be exceptionally 
good would it not? A.—I cannot see 
how it could be better. 
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Q.—You would expect how much, 
$7,559.25? A.—Yes. 

Q.—And there would be a profit 
then on that of $7,559.25? A.—AIl 
profit. 

Q.—The total of those two items is 
$2,521.26? A.—Yes. 

Q.—You had the loadings and the 
benefit of having no death losses? A. 
—Yes. 

Q.—Then your expenses for the first 
year were $39,894.62? A.—$38,000. 


Q.—$38,000P <A.—Yes. *So that 
your loss in that way on the first year 
business in 1905 was $18,383.76? A.— 
Yes. 

Q.—How would you describe that, as 
being a good showing under the con- 
ditions that exist, that it should take 
$18,373 over and above your loadings? 
A.—If that was the whole business, 
if we had not these items, yes. 

Q.—That is to say if you had not 
the renewal receipts? A.—yYes, the 
renewals and interest earnings and 
the release of the reserves on lapsed 
policies. 

Q.—I am taking now as compared 
with other companies? A.—You will 
find that very favourable I think. 

Q.—I am told that that 3s not ex- 
cessive? A.—No. 

Q.—That would be {ae partly of 
course to your not having any death 
losses in that year? A.—And due to 
the fact that we cut down our ex- 
penses. 

Q.—Can you say how that compar- 
ed with the previous year, roughly? 
A.—It is: lower. : 

Q.—How much lower? A= 
couldn’t give the figures exactly. I 
could obtain them for you. Our sec- 
retary looks after all this business. 

Q.—If you could give us your best 
impression whether it is ten or a five 
thousand? A.—TI think it is perhaps 
more than that, between ten and 
twelve thousand. 


Q.—You think that is between ten 


and twelve thousand dollars less of a 


loss than the first year business in 
1904?"- A.—Yes. 

Q.—Then your loading on renewal 
premiums in 1905 amounted to $26,- 
238.95P A.—Yes: 

Q.—And all other expenses except 
taxes and repairs, would be $28,898.- 
O77 A Yes, 

Q.—You hardly kept within the 
loading on eS: renewal premiums, 
did you?,. A.—N 

Q.—Should a ‘be able to do so? 
A.—It is rather difficult to do. I don’t 
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